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STATE LAND DEPARTMENT
STATE OF ARIZONA

GRAZING LEASE

Lease No._ 05-
THIS GRAZING LEASE is entered into by and between the State of Arizona "'Lessor"
by and through the Arizona State Land Department and :

N

as "'Lessee”. In consideration of the payment of rent and of performance by the parties of
each of the provisions set forth herein, the parties agree as follows:

ARTICLE 1 .

SUBJTECT 1 AND

1.1 Lessor hereby leases to Lessee for the term, at the rent, and in accordance with
the provisions set forth herein, the Subject Land described in Appendix A attached hereto
(""Subject Land") for the uses and purposes specified in Article 4.

12 Lessee makes use of Subject Land "as is" and Lessor makes no express or
implied warranties as to the physical condition of the Subject Land.

ARTICLE 2
TERM

21 The term of this Lease commences on , and
ends on , unless terminated earlier as pravided in this Lease.

ARTICLE 3
RENT

3.1 Lessee shall pay rent to Lessor for the use and occupancy of the Subject Land
during the term of this Lease without offset or deduction and without notice or demand, as
established, on an anayal basis.
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3.2  Theannualbase rentshall be set by Lessor in the manner established by lawand
paid in advance each year.

3.3 Each billing year in advance, Lessee shall inform Lessor, on forms to be
provided by Lessor, whether Lessee intends to make full use, partial use or total non-use of the
maximum allowable animal-unit-months for the Subject Land, so that the correct amount of
rent may be billed by the Lessor. Lessee shall inform Lessor in writing of any subsequent
change in the number of animal-unit-months which Lessee intends to use. If Lessee fajls to
provide Lessor with this information within the time stated in the form provided by Lessor,
Lessee shall pay full-use rent.

3.4 There shall be added to any rent payment, annual or otherwise, which has
became due and has not been paid, a penalty in the amount of 5% of tie- paynsent due,
Interest, at the then current rate set by the Treasurer under A.R.S. § 37-24KD)(3), shall be
added to any rent and penalty from and after the date that the rent payment becomes due.
Any delinquent rent, penalty and interest shall be a lien on Lessee's improvements and other
property on the Subject Land.

3.5 Prior to the time a rent payment, annual or otherwise, is due, upon Lessee's
written request, Lessor at its discretion may extend the time for payment for an additional
period not to exceed 90 days. There shall be added to the rent a penalty of 5% of the rent
payment due and interest on the rent and penalty at the then current rate set by the Treasurer
under A.R.S. § 37-241(D)(3), or any successor statute. The amount of the rent, penalty and
interest shall be a lien on the Lessee's improvements and other property on the Subject Land.

3.6 If the annual rent is at any time one calendar year in arrears, this Lease shal}
automatically terminate, without right of appeal by Lessee or any leasehold mortgagee, and
Lessor shall proceed to cancel it on the records of the Department.

ARTICLE 4
USE OF SUBJECT LAND

4.1 The Subject Land is leased to the Lessee for the purposes of ranging livestock
and for uses related thereto and no other use, except as approved in writing by Lessor after
written application by Lessee.

42  TFeedlot operations on the Subject Land are prohibited, but this shall not be
construed to prevent the temporary or supplemental feeding of livestock.

a2
>
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ARTICLE 5
LIVESTOCK CARRYING CAPACITY

5.1  Thelivestock carrying capacity for the Subject Land shall be determined by the
Lessor and may be adjusted from time to time, subject to the appeal rights of Lessee as
provided by law. The appraised carrying capacity of the Subject Land shall not be exceeded
during any billing year unless Lessee obtains the prior written permission of Lessor and agrees
to pay the additional fees determined by Lessor.

ARTICLE 6
DUTY TO INFQRM LESSOR OF TOTAL RANCH HOLDINGS

6.1  Atthe time of malinganplisation for the Lease, Lessee shall disclose to Lessor,
on aform provided by Lessor, the total acreage used for grazing within the ranch unit or units
of which the Subject Land is a part. This shail include, in addition to the Subject Land, any
federal land which Lessee grazes pursuant to a written lease or permit any private land owned
by or used by Lessee, with a designation as to which private lands are used pursuant to written
agreement. In addition, Lessee shall show, on a map form supplied by or acceptable to Lessor:
(1) the approximate location of all fence lines and man-made water sources and (2) the land
ownership status (state, federal, or private) of the ranch unit or units of which the land covered
by this Lease is a part. R

6.2  In any determination as to whether the carrying capacity of the Subject Land
kas been exceeded, no claimed grazing use of private or federal lands within the ranch unit or
units which have not been disclosed as part of the ranch unit or units shall be considered.

6.3  For purposes of determining whether the Lessee has remained within the
authorized carrying capacity under this Lease, it shall be presumed that all Jand within a
fenced pasture (whether state, federal or private) has been grazed to the same extent by
livestock placed in that pasture unless Lessee or Lessor can, based upon range suitability and
management practices, demonstrate to the contrary.

ARTICLE 7
ORD:¢

7.1 Lessee shall keep records showing the numbers of Lessee’s livestock of different
classes on the ranch unit or units, the dates put on and removed and estimated death loss.

7.2 Such records shall be retained for a minimum perfod of three years.

7.3 The Lessor may, upon reasonable notice to the Lessee, require the production
of the records described in Paragraph 7.1 above, In the event a dispute arises concerning the
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numbers of cattle grazed, the Lessee shall keep all documents and records until the dispute is
finally resolved,..

ARTICLE 8

TAXES; ADDITIONAL AMOUNTS

8.1  Lessee shall pay all assessments and charges for utilities and communication
services, and assessments imposed pursuant o any construction on the Subject Land, all
permit and authorization fees, all taxes, duties, charges and assessments of every kind of
nature imposed by any public, governmental or political subdivision autherity pursuant to any
currently or subsequently enacted law, ordinance, regulation or order, which during the term
of this Lease, become due or are imposed upon, charged against, measured by or become a lien

~=0n (2) theSubject Land, (b) any improvements or personal property of the Lessec Iocated 6n
the Subject Land, (c) the interest of the Lessee to this Lease or in the proceeds recejved by
Lessee from any assignment or sublease of the Subject Land.

8.2  Lessee shall pay or cause to be paid all amounts cequired to be paid under
' Paragraph 8.1 before any interest, penalty, fine or cost acerues for nonpayment,

ARTICLE 9
WAIVER g

9.1  Acceptance of rent payments by Lessor shall not constitute a waiver by Lessor
of any violation by Lessee of the provisions of this Lease.

9.2 No waiver of a breach of any provision of this Lease shall be construed as a
waiver of any succeeding breach of the same or any other provision. -

ARTICLE 10

IMPROVEMENTS ' -

10.1  Allbuildings, fences, wells, pumps, pipelines, corrals, pens, range improvement
practices (i.e., root plowing, land imprinting, clearing, etc.) and other structures of every kind
and nature which exist, al anytime, on, above, or below the Subject Land or on a portion
thereof and which are not portable in nature are considered "improvements" under this
Lease.

102 Lessee may construct improvemeants on the Subject Land if:
(a) Lessee has filed an Application to Place Improvements with Lessor,
attacking any necessary written approvals from regulatory authorities:

and
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(b) Lessor has granted written approval for the construction of such
improvements,

10.3  Apy improvements placed on the Subject Land which have not been approved
as required by Paragraph 10.2 shall be forfeited to and become property of the Lessor, and
Lessee shall be liable to Lessor for all damage to the Subject Land cauged by such
unauthorized improvements and for any expenses incurred by the Lessor in restoring the
Subject Land.

10.4  Lessee shall have the right to remove all of its personal property which can be
removed without damaging the Subject Land within 60 days prior to, or 90 days following the
Expiration Date or the eaclier termination of the Lease.

10.5 Improvements placed on the Subject Land shall conform to all applicahle
federal, state, county and municipal laws and ordinances, '

10.6 Allimprovements placed upon the Subject Land by Lessee in conformance with
Paragraph 10.2 shall be the property of Lessee or any successor in interest (""Owner"') and
shall, unless they become the property of Lessor, be subject to assessment for taxes in the name
of the Owner, as other property,

10.7 The Lessee or Owner shall be entitled to reimbursement for improvements
authorized in accordance with Paragraph 10.2 by any subsequent lessee or purchaser of the
Subject Land upen expiration of this Lease as provided by A.R.S.§37-322.02 or any successor
statute, subject to any rights acquired by the Lessor under Paragraph 3.4.

ARTICLE 11

LESSEE'S COOPERA [ION; INGRESS AND EGRESS

11.1 Lessee shall cooperate with Lessor in Lessor's inspection, appraisal and
management of the Subject Land and permit reasonable access by Lessor's employees to
isolated Starte Land across Lessee's private land during the term of this Lease,

11.2  Lessee shall not interfere with the authorized activities of Lessor's employees,
agents, licenses or other lessees or permittees on the Subject Land.

ARTICLE 12
LESSEE SHALL NOT PERMIT LOSS OR WASTE

12.1  Lessee shall not cause nor grant permission to another to cause any waste or loss
in or upon the Subject Land. Lessee, its employees and agents shall not cut, consume or
remove any timber, or standing trees that may be upon the Subject Land, without the prior
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written consent of Lessor, except that Lessee may cut wood for fuel for domestic uses and
authorized improvements on the Subject Land, N othing herein shall permit the cutting of saw
timber for any purpose.

ARTICLE 13
NATIVE PLANTS AND ARCHAEOLOGICAL RESOURCES

13.1  Lessee shall comply with the provisions of the Arizona Native Plant Law
(AR.S. § 3-901 gt seq., or any successor statutes) and with Arizona laws relating to
archaeological discoveries (A.R.S, § 41-841 et seq., or any successor statutes). Lessee shall not
disturb any cacti or other protected native plants nor disturb any ruins, burial grounds or
other archaeological sites except as may be permitted by these laws.

Ermogees oz -

ARTICLE 14

LESSEE SHALL PROTECT THE LAND, PRODUCTS AND IMPROQVEMENTS

14.1  Lesseeis hereby authorized to use means which are reasonable and which do not
result in a breach of the peace or in creating a concealed hazard, to protect the Subject Land
and improvements against waste, damage and trespass. )

14.2  Intheevent of known trespass on the Subject Land resulting in damage thereto,
Lessee shall make reasonable efforts to notify Lessor and appropriate law enforcement
authorities,

ARTICLE 15.
ASSIGNMENT, SUBLEASE AND PASTURAGE AGREEMENT

15.1 Lessee, if not in default in the payment of rent and having kept and performed
all the conditions of this Lease may, with the written consent of Lessor, assign this Lease. An
assignment of this Lease shall not be made without the consent of all the partics. In the event
of assignment of this Lease, Lessee shall file with Lessor a copy of applications for transfer of
all certificates for stockponds on the Subject Land to assignee, as agent for the State of
Arizona, showing that the applications have been filed with the appropriate governmental
agency.

15.2  Lessee shall not sublease or sell or lease pasturage to lands included in the Lease
without first obtaining the written consent of Lessor. The term "sublease” includes the
transfer of control of all or part of the ranch unit or units containing the Subject Land. Not
with-standing any sublease, Lessee shall remain responsible ta the Lessor for the performance
of the provisions of this Lease. In no event may this Lease be sublet unless all rent due has
been paid and all provisions of this Lease are complied with.
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153 This Lease authorizes only the grazing of livestock bearing the registered
brand(s) of Lessee or Lessee’s immediate family. If Lessee wishes to permit the grazing of
livestock bearing any other brands pursuant to pasturageagreements of any kind, Lessee must
so inform Lessor prior to the release of such livestock on the Subject Land.

154  Copies of all assignments, subleases, or pasturége agreements pertaining to the
Subject Land shall be filed with the Lessor.

ARTICLE 16
RESERVATIONS, RELINQUISHMENTS TO UNITED STATES

16.1 Lessor excepts and reserves out of the grant hereby made, all oils, gases,
geothermal resources, coal, ores, minerals, fossiis; icrtilizers, comnsin mineral products and
materials, and all natural products of every kind that ruay be in or upon the Subject Land any
legal claim existing or which may be established under the mineral land laws of the United
States or the State of Arizona. :

16.2  Lessor reserves the right to execute leases, permits, or sales agreements co vering
the Subject Land for the purpose of entering upon and prospecting for, and the extraction of
such reserved materials.

16.3  Lessorreserves therightto grant rights of way, easements and sites over, across,
under or upon the Subject Land for public highways, railroads, utility lines, pipelines,
Irrigation works, flood coutrol, drainage works, logging and other purposes.

16.4  Lessor reserves the right to relinquish to the United States land needed for
irrigation works in connection with a government reclamation project and to grant or dispose
of rights of way and sites for canals, reservoirs, dams, power or irrigation plants or works,
railroads, tramways, transmission lines or any other purpose or use on or over the Sub ject
Land. : :

16.5  In the event of such relinquishment, grants or disposal, the Lessee waives af]
right to any compensation whatsoever as against the Lessor except as may be allowed under
the provisions of Article 17, and as limited therein.

16.6 Upon the sale, exchange, redemption, relinquishment or taking, whether by

eminent domain or institutional use, of all or any portion of the Subject Land shall terminate
on the date of such taking as to the property so taken.
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ARTICLE 17
CONDEMNATION AND EMINENT DOMAIN

17.1 If at any time during the duration of this Lease the whole or any part of the
Subject Land shall be taken for any quasi-public or public purpose by any person, private or
public corporation, or any governmental agency having authority to exercise the power of
condemnation or eminent domain pursuant to any law, this Lease shall expire on the date
when the leased property is taken or acquired as to the leased property so taken or acquired.
Except as set forth below, the rights of Lessee and Lessor to compensation for such taking shall
be as provided by law. The Lessee shall have no compensable right or interest in the real
property being condemned or interest in the unexpired term of this Lease or any renewal
except as provided by law and in any event no interest greater than 10 percent of the total
award for.the land. The Lessor shall be entitled to and shall receive any and all awards for
severance damages to remaining proceedings concerning the Subject Land, Lessee shall have
the right to (1) prorated reimbursement for prepaid rent, (2) any and all awards for payments
made for any autharized improvements which are taken, and (3) severance damages for any
damage to Lessee’s remaining ranch operation resulting from the taking.

ARTICLE 18
WATER RIGHTS

18.1 The Lessee shall be entitled to the use on the Subject Land of groundwater as
defined in A.R.S. § 45-101, or any successor statute, for purposes consistent with this Lease,
If the Lessee shall develop any groundwater on the Subject Land, he shall not acquire any
rights with respect to the groundwater, except the right to use such water in accordance with
applicable law, on the Subject Land during the term of this Lease.

182 If the Lessee uses, on the Subject Land, groundwater from a source net on the

. Subject Land, that use alone shall not (1) cause such water or any rights with respect to that

Wwater to be appurtenant to the Subject Land, or (2) affect in any way the Lessee's rights with
respect to the water.

18.3  The rights of the Lessor and the Lessee concerning the application for an
establishment of any rights with respect to surface water as defined in A.R.S. § 45-101, or any
successor statute, shall be governed by the laws of the State of A rizona.

18.4  Nothing in the provisions of this Lease shall affect the validity of any rights
established by or for the Lessor or Lessee with respect to surface water, as defined in
A-R.S. § 45-101, prior to the Commencement Date of this Lease,

18.5 The application for and establishment by the Lessor or Lessee (as agent of the
State of Arizona) of any water rights shall be for the State of Arizona; such rights shall attach
to and become appurtenant to the Subject Land.
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18.6 Notwithstanding Paragraph 18.5 above, the Lessee, as agent of the State of
Arizona, shall be entitled to any certificate of water right, issued pursuant to the Stockpond
Registration Act, A.R.S. § 45271 through 45-276 (as it may be amended) relating to a
stockpond constructed as an authorized improvement on the Subject Land. Any such
certificate and the rights it evidences and represents shall be appurtenant to the Subject Land

- and shall pass to any successor lessee; or, if the land is not leased but is retained by the State
of Arizona, then to the State of Arizona; or if the land is sold, then to the purchaser,

18.7 The Lessee shall promptly notify the Lessor in writing of any initial filings made
by the Lessee with any governmental agency oc court concerning the establishment or
adjudication of any claim to a water right relating to the Subject Land. Upon request of the
Lessor, the Lessee shall furnish copies of any document filed with the agency or court.

- L o

ARTICLE 19
DEFAULT AND CANCELLATION

_ 19.1 Violation by Lessee of any provision of this Lease shall be a default hereunder
entitling Lessor to any and all remedies it may have under Arizona law.

19.2  Upon any such default, the Lease may be canceled pursuant to A.R.S. § 37-289
Or any successor statute. *

19.3  This contract is subject to cancellation pursuant to A.R.S. § 38-511.

ARTICLE 20

HOLDOVER [.ESSEE

20.1 Upon expiration or termination of this Lease, Lessee agrees to surrender to
Lessor peaceful and uninterrupted possession of the Sub ject Land. Holdover tenancy by the
Lessee is prohibited znd shall be deemed a trespass for which Lessor may seek all appropriate
civil and criminal remedies; except that a Lessee in good standing who has filed a timely
application for renewal may continue to occupy and use the Subject Land, pursuant to the
terms of this Lease, pending action on the renewal application by Lessor.

ARTICLE 21
INDEMNIFICATION

211 Exceptasprovided by A.R.S. §33-1551 (orits successor statutes), Lessee hereby
expressly agrees to indemnify and hold Lessor harmless, or cause Lessor to be indemnified and
held harmless from and against all liabilities, obligations, damages, penalties, claims, causes
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of action, costs, charges and expenses, including attorneys’ fees and costs, which may be
imposed upon or incurred by or asserted against Lessor by reason of the following: (a) any
accident, injury or damage to any persons or property occurring on or about the Subject Land
or any portion thereof resulting from Lessee’s use of the Subject Land, (b) any use, non-use
or condition of the Subject Land or any portion thereof resulting from Lessee’s intentional
actions or negligence, and (c) any failure on the part of Lessee to perform or comply with any
of the provisions of this Lease; except such as may be the result solely of Lessor’s intentional
conduct oi active negligence. "

21.2  In case an action or proceeding is brought against Lessor by reason of any such
occurrence, Lessee, upon Lessor’s request and at Lessee’s expense, will resist and defend such
action or proceedings, or cause the same to be resisted and defended either by counsel
designated %% sse< or, where saach securrence is covered by liability insurance, by counsel

L e

designated by the insurer.

21.3  Lessee shall protect, defend, indemnify and hold harmless the Legsor from znd......
against all liabilities, obligations, losses, environmental responses, and clean up costs, charges
and expenses, including attorneys’ fees and court costs arising out of or related to the presence
or existence of any substance regulated under any applicable Federal, State or local
environmental laws, regulations or ordinances or amendments thereto because of: (a) any
substance that came to be located on the Subject Land resulting from-any use or occupancy
of the Subject Land by the Lessee before or after the issuance of the Lease; or (b) any release,
threatened release, escape, seepage, leakage, spillage, discharge or emission of any such
substance in, on, under or from said Sub ject Land that is caused, in whole or in part, by any
conduct, actions or negligence of the Lessee, regardless of when such substance came to be
located on the Subject Land.

ARTICLE 22
NEWAI,

22.1 Upon application to the Department not less than 30 nor more thag 180 days
prior to the Expiration Date, Lessee, if a bona fide resident of the State or legally authorized
to transact business in the State, shall have a preferred right to renewal for a term uot to
exceed ten years, as provided by law, bearing even date with the Expiration Date. The
preferred right of renewal shall not extend to a Lessee if there has not been substantial
compliance with the terms of this Lease or if the Subject Land has not been placed to the use
prescribed in this Lease, unless for good cause, the failure to perform was given written
authorization by the Department. If the Department determines the continued leasing of the
land to the Lessee is not in the best interest of the State, the Lease shall not he renewed.
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ARTICLE 23
SCELL ous

23.1  This Lease grants Lessee only those rights expressly granted herein and Lessor
retains and reserves all other rights in the Subject Land.

23.2  This Lease is subject to all current and subsequently enacted rules, regulations
and laws applicable to State Lands and to the rights and obligations of Lessors and Lessees,
No provisions of this Lease shall create any vested right in Lessee except as otherwise
specifically provided in this Lease.

23.3 The Lessor shall be forever wholly absolved from any liability for damages
which might result to the Lessee in the event this Lease is founs tz he vaid, canceled, forfeited
© or terminated prior to the Expiration Date or in the event this Lease is not renewed,

234  Ifitis determined that Lessor has failed to receive title to any of the Subject
Land, the Lease is null and void insofar as it relates to the land to which Lessor has failed to
receive title. Lessor shall not be liable to Lessee or any assignee or sublessee for any damages
that result from Lessor’s failure to receive title.

23.5 Inany action arising out of this Lease, the prevailing party is entitled to recover
reasonable attorneys’ fees incurred therein in addition to the amount of any Jjudgement, costs
and other expenses as determined by the court. In the case of Lessor, reasonable attorneys’
fees shall be calculated at the reasonable market value for such services when rendered by
private counsel notwithstanding that it is represented by the Arizona Attorney General’s
Office or by other salaried counsel,

23.6 No provisions of this Lease shall create any right or interest in Lessee to a fee
interest in the Subject Land.

23.7 -Any notice to be given or other documents to be delivered to Lessee or Lessor
hereunder shall be in writing and delivered to Lessee or Lessor by depositing same in the
United States Mail, with prepaid postage addressed as follows:

To Lessor:  Arizona State Land Department
1616 West Adams Street - First Floor
Phoenix, AZ 85007
To Lessee:  Address of Record
Lessee must notify Lessor within thirty (30) days by written notice of any change in address.

Lessor’s notice shall be deemed adequate if sent to the Lessee’s best known address of record
and no change of address form is on file,
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23.8  This Lease shall be governed by, construed and enforced in accordance with
Arizona laws.

23.9 Any attempt to assign, sublease, convey, transfer or otherwise dispose of any
estate or interest in this Lease, other than pursuant to its term, shall not be effective.

23.10 This Lease, together with all attached Appendices, embodies the whole
agreement of the parties. There are no other agreements or termns, oral or written. This
document supersedes all previous communications, representations and agreements, oral or
written, between the parties.

23.11 THIS DOCUMENT is submitted for examination and shall have no binding
effect on the parties-unless and unti! executed by the Lessor (after execution by the Lessee),
and a fully executed copy is delivered to the Lessee.

23.12 INTHE EVENT OF A DISPUTE between the parties to this Lease, it is agreed

to use arbitration to resolve the dispute but only to the extent required by A.R.S. § 12-1518 ;

_and, in no event shall arbitration be employed to resoive a dispute which is otherwise subject
to administrative review by the Department.
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T, veE

*

IN WITNESS HEREOQF, the parties hereto have signed this Lease effective the day and year
set forth previously herein.

Lessee Date
STATE OF ARIZONA, LESSOR
Arizona Stzte Land Commissioner Lessee Date
By: Lessee Date

Date
(SEAL) Address

City State Zip

05-GRAZ 5,93 (REV. 7/97) -13-
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STATE OF COLORADQ
STATE BOARD OF LAND COMMISSIONERS
AGRICULTURAL LEASE OF STATE TRUST LANDS

vo. _ X XXXX

THIS LEASE is entered into at Denver, Celorada, this X000X day of XXXXOO0CK XXXX, by and berween the Seate of Colarade, actin through irs
Stare Board of Land Cormmissioners ("Board"), whose address is 1313 Shermun Sweet, Room 621, Denver, CO 80203, and XJOOO(%CLYX)Q(X
("Lessee”, whether one or more), 45 a OO, whose address is XEOOOCOOO, XoCODOXXK, XX X30000.

1,

DESCRIPTION OF THE PREMISES
The Board cases 1o e Lessss and Lcssee leuses from the Board, exclusively lor the purposcs indicated below,

Trust Jands,
waler rights and Board-owncd improvements, in the Counry(s) of X000OIOVX, Colorado, described as follows/]

TOWNSHIP X XXXXX - RANGE XX XXO(X. XXX P.M,
Section XX XXXX .00

Théﬁemiseé arc leased anly for the faltowing purposes by Lesges:

Far grazing purposcs

For irrigated agricuineral purpos
For dryland agricultural purpos
For other purposes*

Total

1=aplecky

"The other purposes for this lease, if applicablc, are 25 follows: XICXXN L8 8.00.000d

LEASE TERM AND RENTAL
The Board and Lessee agree thar

B.

ay only use the Premises during the following specific dimes:

through -
through -
through -
_ through -

D. tal amaunt for the first gar shalliSe the sum of AOOOOCOCCOOOOOOOCONXXXXCOONY and YOU100 Doltars (3X, 000X,

L I Y

=

Tenmal umount, the carrying ‘\tpacity and/or roductivity, and/or specific ime of uge of the Premises will be subjecl to review and change
the Board, pursuant p\CRS §36-1-] fo 4, Lessee shall pa¥_to the Board the rental due ewch and every year, m advance, as well ag any
and interest dusing the werm of this Leasc at the office of the State Board of Land Commissioners, Denver, Colorads, [f the
increased by the-Board and the Lessec does not acecpt the aﬁjusted rental amount, the Lessee maé/ cancel this Lease, provided

icty is delivered o the Board by the Lessee within thirty (30) :KS after the datc of the notice of adjustment, If no cancellution

the Board within 30 days, the Board and Legser 2gT60 that the adjusted rental amount and ail renal terms are accepted.
Y PREVIOUS LEASE

notice is recclve
CONFLICTEWT
The provisions of this Lease amend, replace and supercede any previous leases.
CONDITION OF PREMISES

Lessee represents thar Lessee has hed an Opponunity to inspest the Premises prior to entering inio this Lease, and Lessce accepis the Promises in their
present eondifion and acknowledges thar L?\c Premises are in all respects suitable for the purposes permited, The Board disclaims any und all
abligation and Lessee waives any claim thar the Baard has any obligation 1o provide aceess to the Premises, to fence, make any repairs OF CONSTuCT
any improvements upon the Premises. The Board docs not meke Ny warrantizs or covenants, express or implied, of habizabi ITy, quict enjoyment or
that the Premises are suitable for the permirted purposes.

AG XXAXX
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5. RESERVATIONS TO THE BOARD

This lease is subject 1o any and all p_resen[%_uisting zasements, rights-ofsway and other inrerests, whether or nar visible on the ground; and, in
addition to its reversion upon terminatian of this Lease, the Board hercby reserves:

A. The right to sell, cxchange, or otherwisc dispase of all or any portion of the Premises during the (e of this Lease.

Ing timber, minerals, ores,
u/ly occwring resourees,
vl rights, including but
any portion of the Premrses,

B. The right 1o lease all or an portion of the premises o other persens fer the purposes of exploring for and remg
melals, coal, asphaimum, oil, gas, sand, gravel, clay, quarry producrs, pear, gecthermal resources, and all other n
together with reasonable and adequare rigits of enty und Surface rights ReCL3sAry or convenient 1o exercise such
not limiled to the right, upen thirty (30) days' prior written notice 1o the Lessee, to cancel this Lease as to »
refunding o Lessce the uneamed portion of the prepaid renzal amounts.

C. The right 1o cance! this Loase as to all or any part o portion of the Promisss, upon hwelve (12% months prior Weill 'he Lessee, If the
Board elects to cancel this Leuse as to il o7 any part or portion of the Premmses, the Board shall refund 16 Litkes th ed pornan of the
prepaid renzai srmounte.

or. stored crops, and mlchinery of Lestge upoen

D.  The right to hold, appropriat, sell or otherwise dispose of any fences, improvements, Jas
£ the Board aguinst Lessee on adeturt o damages,

the Premiscs to recover the payment of any delinguent rental amounts or any other clar
expenses, injury or otherwise,

portion of the Premises.  and when such
ATRECS 10 Lessec's personal property, cTops,

E. The right ar any trne to oram ary right-ofoway or eascoent upon, over or across all ar
g Y
waterin d irrigation systems, and other

right-of-way or easement 1s granted, thc Lescee shail he cgn-g:cnsated by the grantee for
fixtures und leaszhold improvements meluding, but nag limiteq W, crop preparations, fences, §
improvements: but not for loss of use of the !a;:ad gethe Premises. - -

ises or any portion thereof, at

its, acecss, or righ 3
ueh grunt shall convey exclusive

F. The right to put the Premises o additional uses & granting additdo
i cF £t récreational p

any ume and for any purpose, including but not fimted 1o hunting,| 1
use for such purpose,

G. The right to sdministrative sccess to the Premises at all reasonable ti

to investigate and securc compliance with this Lol e, 10 appraise ands
manadge land within its control either for the Premikes alone or as part o8
Board 2 non-revacable licensc for such access over andhacrass Lessec's othe

pfyees and agents of the Board in order 1o inspect the Premises,
'mipravements, and (o otherwise fulfill its must abligations w0
e ends that the Bourd manages, Lessce hereby granes to the

H. The right 1o designate ar coentroi the time Riscs, in order to protect e-Fremises and their praducrivity, or to accommodate ather

approved uses of the premiscs.

ly granted to Lessee by this Lease,

104

LY

grtial assignment, collatcralix -2\ cumbrance, sublease, pasturage or any use a%;'eemen[. collectively called
My person ar entity shall be permittdd or valid unless approved in advance in writing by the Board. Ap?roval of a
3ege from Lessce's liabilitics Py oblizations under this Lease, Lesses shall remain responsible for all rental payments
qpproval of Transfay e Board, Upen approval of a Transfer, the Board may chunge or impase new rental
BYTTICTITS,

orirol or ownership of the Icase necassitated by bankrupgtey, death, divores, merger, sale of private propemy or
Tapdler requiring Board notifieation and approval.

B. Any mansfer or change in 1f
gthepwise shall be deemed o

B empted Transfer by Le: otc withodt prior writteny Board approval shall be invalid, shal} be grounds for immediate cancellation of thiz
edse pthe clection of the Boa Mand shall subject the Lesses 1o sanctions, penalties and feas in accordunce with applicuble policies, directives
i schedules, as adopred by the ard from time to time, and incorporated herein by referance,

D COOFPERATION

A, Lesseo shal Tnit, commit, or allow, and shall protect the Premices lfté,'ainst, any lass, damage, any dangerous condition, injury, or wasre,
Cxcept as caused W persons granted other uses of the Premuses by the Board, Lessee may use the Premises anly for the purposes franted and in
accordance with ghdd resourcs conservation practices, Lessee shall conduct all grazing and agricultural operattons on the Premises in a manner
that protefidagil Jeptility and forage production, und does no contribute to soil erosion, over-gmzmg. naxisys weeds or pests. Failure i do so

15 for immediale cuncellation of this Lease ut the election of the Board, and shall su ject the Lossee 10 sancnons, pensltics and
fcgs in atcordance with gpplicable policies, directives and schedules, us adopted by the Board from time 1o time, and incorporated herein by
reference,

B.  Lessce shall not cur, remove, or use or allow to be cut, removed or used, any timber or trees, or remove, use or allow ™ he removed or used any
minerals, orcs, metals, coul, asphaitum, cil, gas, sand, gravel, clay, quary products, peat, geothermal rezources qr other naturally oceurring
resources unless approved in advance in writing by the Board or except as caused by persons granted other uses of the Premises by the Board,

¢ Lesses shall cooperate with and in no way impede or obstuct the other uses permitted by the Board pursuani o the paragraph cnitled
"Reservatons to the Board". Failure to fully cooperate following written notice from the Board shall be grounds for immediate cancellation of
this Lease ar the clectian of the Board and shal] stbject the Lessee to penaltics and fees in uccordance With applicable policics, directives and
schedules, as adopred by the Board from time to time, and incorporated herein by reference,

8. ASSESSMENTS TAXES AND UTTLITIES

Lessee shall pay when due all assessments, txes, fees, water and chility charges, if any, levied or accruing against the Prenises, improvements,
appurienances, uses or activities of Lesser, including thase that could atherwise fesult in o 1ien being placed against the Premiscs.

Page 2 of 6
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9. INSOLVENCY OF LESSEE
If the Lesses becomes insolvent, banknupt, or has a receiver appeinted, the Board may 1erminate this Leage, Inselvency as used herein will mean the
inability ol the Lessee 1o meer obligations as they come duc,

0. CONDEMNATION

Ifall of the. Premises are uken by any public authority under the power of crninent dornain, this Lease shal| rerminaze ag of the date possassion was

tzken by said public authorry pursuant to such condernnation. If part of the Premises is taken and, in the opinion of either the Board or Lessee, it js

not economically feasible to continue this Lease, cither party may terminate this [ ease, Such terminarion by cither Ji be made by wrinen
notice to the other party given not later than Unirty (30} days afler possession is o taken, If part of the Premises is mkendhddeither the Board nor

Lessee clects (o terminate this Lease, the rental amount due under this Lease may be abated, i the Board's sole discrerishedn the sume proportion as

the value of the portion of the Premises so taken bears [ the value of the whele of the Premises prior to condemnatipgin, Al damages awarded from

the condermation or damaﬁvmg of all or any part of the Premises, or Board-owned improventents thereoa, shall belong becogrg the property of
the Board, and the Lessce hereby disclaims any intcrest thercin and assigns to the Board any and all ejai . ik shall not claim
any inierest In autharized improvements or gréwing crops of the Lessee, and the Lessee shall only be e TOMing crops and
authorized improvements as negaristed herween the Lesses and the condemming public authority or ag

11. IMPROYEMENTS OR ALTERATIONS

A. No improvement, cxcept standard agricultural fences, shall be Ppiaccd on the Preniises and/or retfuscs by
the Lessee or ut the Lessee’s direction withoutfprior written authorization by the Board, Wr B dbmitiing
the Board an Improyement Application on a form provided by tha Board,” Lmprovements p : ee with the

i Board's prior writicn dutharization shall be referred to herein as “suthorized improvemsnts", 8y UTPTOVEmEnt or alieration thut has no;
. received pripe written awhorizaticn shall he “unauthorized improvements”, ‘ Y o
T B Upon the tersanation of this Lease, and provided Lessee is not then i el D or in defpult und | authorized improvements
shall, at the Lessce's option, cither ber
1. removed by Lessee without damage 10 the Premiscs; or
2. scld by Lessce to 2 subscquent lessce pursuant to CRS §36-1-119,

C. Al suthorized Impravements not so removed or sold Wihin sixty (60} daylafier termipation of this Lease shall ba deemncd abandoned and may.,
at the Board's option, be removed by the Bourd ar the [gsxes's expensc, refains e Roard for use by subsequent |cssees, or sold by the Boarr
with all proceeds gomim the Board, Lessce shall not be eatitled ro compensatioafory ek 2ell or remove, any authorized IFIpTovements when
the |easc is termiinated by the Board for violapd by the Adssde of the lease pravisions.

D. In the event that the new owner or new Lx t do nor agree upon the value of the autharized improvemerts, the Board
shall establish the vatuc of the authorized iy +

E.  As 10 all unauthorized improvements, and & ITTPTRNEER) : $36C is in breach of or in defuult under this Lease, those improvernents
chall, at the Bourd's aptioy:

1. become the prop Sycompensation to the Lessee; or
2. beremoved by th @age {0 the Premises; or
3. berecmaved by the

F.  Lesseg shall not suffer or perm forced against the Premises, or any part of the Premises, or any improvements on the Premises, any
m cs, marerialmen’s, contk liens arising from, or any claim of damage growing out of the work of an
cnsrut air, restorarion, Tovement, or any ather claim or demand howsoever the same may arise Lessee shall pay or
¢4 &>puid all of said liens, ¢ emands before any action is brought to cnforce sych liens, tlaims or demands against the Premises
or Whprevemnents.  Laysce shall provpde actual and posied notice of nonliabili pursuaat ta C.R.S. § 38-22-105 notilying all persens who m]ﬁ?[
claihg ary liens or encumbrances ufdn the Prerces Teianng o any work, wbor, services or materialy revided for or improvements 1o the
Premives iRiarzd by or conducted fof the benefit of Lessee thut the Board's interests are not subject 10 suc liens or encumbrances. Lasser shall
indernnify e d hold the Bogtd harmless RgaInst any claims for any liens or encumbrances u n the Prersises relating o any work, labor,
scrvices or matg rovided for orifiproverments to the I?’remlses initiated by or conducted for the benefit of Lesses,

G. Lesser agrees to mailthin with the Board a current and complee list of all suthorized improvements an the Premiscs on a form provided by the
Board, Le hall kgep and mainzain the Prermiscs and aif Lessee- and/or Board-owncd improvements, Whether new or pre-existing, in Zood
Topair and safs gilidn. In the event of violation of the foregoing provision, any authorized or unautherized m}pmverncms may be removed by
the Board at the Trstee's axpensc and shall be grounds for immedrate cancellation of this Lease at the election of the Board and shall subject the
Lessce to sanctions, penaltics and fess in accordance with applicable policies, directives and schicdules, as adopted by the Board from gme o
tme, and incorporated herein by reference,

12. WATER

A, No water, ditch, reservoir, well, spring, seepage or other nght, permit, or use of any kind, "watcr Tighr*) may be injtiated, established,
sppropriated or adjudieated (for use on o ofF the Premises) by the Lessee far which the point of diversion, withdrawal, USE Or SIOrage 15 on the
Premises, without the prior wrilien apﬂprowl of the Beard. " All applicaticns and documents pertaining to uny such waler Tight shall be made in
the nume aof the Board, and the Board rescrves the right to maks or conver any related applicarians or documents in or ta 1 awn pame. Any
such water right, approved or unappraved, is the sale and absalute property of the Board without cost 1o the Board,

B. Improvernents made or constructed by the Lessee in connccdon with such waler ight, apart from any such warer right, shall be subjcct to the
preceding section entitled “Improvements”, The water Tight itself, however, shall belong t the Board without cost,

C. Any proposal b [the Lessec to apply und/or use on the Premises an existing water right which is not diverted, withdrawn or stared on the
Premises, and which is not the praperty of the Board, shall fizst be approved in writing by the Board. Such approval and application shall be in

AG XXX
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13.

14,

15.

16

17
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accordance with applicahle policies, directives and schedules, as adopted by the Board fom time 1o time, and incorporuted herein by Teference,
Onte en application of such water right is appraved the Board shall have the option, at the tarmination of this Lease, wy;

l. requ.}:circ thlat the warer right (and/or related improvements), or any pertion thereof, be sold to the Board or its subsequent lessee at irs fajr
market valuc; or

2. permit the water right (and related improvements) to be remoaved from the Premises, but oaly under a reclamation/restoration plan g proved
¥ the Board and compicted by the Lessee. If the reclemation/restaration is not completed by the Lessee within the time ser fo in the
approved plar, the water right shall remain attached 1o and available for use on the Premises and become the pri £ the Board without
cost,

D. Ifany water right (and/or related improvements) owned b’T the Board is leased to the Lessee by this Lease, it sh ibegl in the paragraph
entitfed "Description of the Premises” und in that event will be considersd part of the Premises, :

COMPLIANCE WITH LAWS
A. With respect to the Premises, Lessee shall comply with all applicable foderal, state and local Jav

limited 1o criminal, land use, fencing, noxious weed, cnvirotmental, wetlands prorection, b
and rcgulations,

Rermit any Hazardous MueriaMp be brought
\nvitees, without the prior wrinen consent of
Hazapdous Marerial on the Premises

: i he Premises by Hazardays
Hinderonity, deftudhand hold ¥y Board harmlese from any
ncluding, withoutligtatien, Aiminution in value of the
B furire leusing of the Premiscs,
ef The lease lerm as-a result of such

In connection with any investigation

B. In acdition 10 the foregaing, and not in limitation thereaf, Lessce shall not cause or knowing
upon, kept or used in or about the Premiscs by Lessee or Lessce's agents, employces, coniractors'g
the Board. (f the Lessee breaches the abligations stated in the preceding sentence, or if the pred
caused or Jnowingly permited by the Lessee results in ¢ i - i i
Materiul otherwisc oceurs for which the Lessce is legaily Hnflie then
and all elaims, judgments dameyges, penaities, fines, Costs, jcabiisiie
Premises, damages for the loss or restricrion on use of the Premises, 4eh
and surms paid in scttlement of claims, attomey fees, consultant fess anHlexp
contamination, This indemnification of the Board by the Lessee includks, wi
of site conditions or an cleanup, remedial, removal, ar restoration work\xe
subdivision because ofy Hazardous Material pregent inghe soil or ground
presence of any Hazardous Material on the Premises chysed or knowingly
the Lessee shall promptly take all actions at Lessec's so
introducton of any such Hazardous Marerial
shall not be Kabie hersunder for 1he acti

£

hich arise during or
IANDTL, COStE meurTe
, v federal, statc, or local Zovemmental agency or political
dc under the Premises. Withont limiting the fore oing, if the
the Lessce results in say contumination of & Premises,
cturm, the Premises to the condition XISTing prier to the
hrd' gval of such actions shall first be ohtained. Lesse
of thosc persens over whont lesses has ne control, As used herein, the term
"Hazardous Material® means any hazardo , raterial or waste, wiith is or becomes regulated by any lotal govemmental
authority, the State of Calarado or the Unitdd . The term “Hazardous Materjal* includes, withou imitation, any mateqal or
substance that is (i) defined or designared his & "Rng Rybs@nes”, “hazardous wasta” or a "regulated subsiance” uncer upproprigic state or
federal law; (if) pezoleurn: or (iti} usbestos.

INDEMNIFICATION ANTY COSTS

Lessee assumes all tiability z from the use, aceupat ol the Premises by Lessee under this Lease. This assumption includes, but is
not limited to, {igbility for r g injuries {j nd property damuge and desiruction, Lessco agrees to defend, mdemnify and hold
harmicss the Board gom h clarm and judgment arising from the use, occupation or conmal of 1he Premises
BXCCpr as caused by personyy the Board. Lessee further agrees to indemnnily the Board for any costs, including
costs of suit and fees for cohg grts, and attorneys, ittlrred by the Board in terminating or canceling, enforcing sbligations or defending
itself against any matter arising (ase cavsed or knowingly permtiticd by Lessce, This mdemrity i5 in addition 10 any other indetnmity
provided for in this Lease,

Upon sk, condempation, exchange or her disposition of the Premises, or any part thercof, and upan 2ny oiher cancelislion or terminaton of this
Lease, chif prior to the end of the ldase tesmn, Lesses shall have no claim or right to any leuaschold interest or any right to compensation for any
leaschold g hased upon any uncxpired term or expectation of extension or renewnl of this Lease except as provided by apsliesble stapuge,
Lcssee's interts shall be limited jo'the authorized Improvements under the paragruph eniftled "Improvemenirs”. )

! essee has been given thinty (30) deys' prior notice of the breach or default and sach breach or default has not been
corrected o the Bobrd'TSadsfuction within that time, on such cancellution for breach or default, all irprovements and crops on the Pramiscs shall
he forfeited to end become the property of the Board, The Board muay rerin all rental moniss previously paid. The Board may scek damapes for any
and all violations or defuults with or withour canceling this Leass. {f the Board decmns the breach or default to sanstitute a threat to salery, life, or
property, it may intervene immediately, without notice, 1o remedy or grevent the breach or default. The Lessee agrees o recfay the Beard for alf cass
n remedying any breach or default under thig [case by Lessee including costs of suit and fees for consultants, experts, and attomeys. Alternatively,
the Board may réquire the Lessee to act immicdiately to remedy any breach or defauit, which the Board deems g threat to safery, life, 'or property,

COSTS AND EXPENSES

If Lessee rofuses or neglects to pay rental umounts when due under this Leasc, or in uny manner fils to comply with any af the réquirements of this
Legse, the Board is autherized to ineur Ny £xpenses necessary in making callecton or otherwise enforcing the provisions of this Leasc, and the
Lessee shall reimburse the Board for all &xpenses incurred, including costs of suit and attomey fees,

HOLDING OVER

or is i ; efault under any provision of this Lease, or acts in any way which diminishes the value of the Premises, the Board may

e~ A AR Y 5 Y

If Lessee remains in possession or makes pse of the Premiscs in any way after the rermination of this Lease (by expiration or otherwise} Lesses shall
be liable for damages in a minimum amount based en a pro-rated amotnt of the last year's rental during such holdover ossession. The amount of
damages shall nat be less than the rate agreed ugﬁn in this Lease, and the Board may hix damages that s%mll be paid by :Rc Lessee dun’n% continued
occupaney, At the Board's option, the Lesgec shall be censtrucd to be in pessession of the Pramiscs and to be secupying the same so ang 2s the
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AR

24,

- JOINT & SEVERAL LIABILITY

. NONWAIVER

Prermises are used in &Ny way to any extent by Lessee, or 50 long us any ef his authorized or unauthorized improvements or J:erSOnaJ effects remain on
the Premises. Continued occupancy shall be considered g enancy & sufferance, and shall nort cstablish a new or extended lease terr ar other right,
no matter how long maintained and regardiess of the Board's knowledge thereof

TERMINATION

A. Upon wrmination or esncellation of this Leuse, Lessce shall pay all renual #mounts due as well as any geerued penalty und intcrest, shall
immediately vacate the Premises, shall remave alf improvemnents and restore the Premises 23 directed by Board and requirdd under this Leasc,

5hal

B. Ifthis Leasc is terminated pursuent (e subparagmaph C of the paragraph cntided "Reservations To The Board", Lase? ave the right 10 1e-

emer the Premises to cultivare and remave any crops plantcd or sown by Lessee prior to service of demand for sslon, and then arown or
growing on the Promises, except that this provision shall nor apply to hay, orchard and other ¢rops which non Sducedarvestable yields
for morc than one ﬁear after the planring thercof Before removing such crops, Lessec must first pay the Board + QsRLoR Iy the wse of the
Premises cqual 1o the prorated rental amount from the date of service of the demand far possession {o the date rermy is complated,
The actual fersilizing, plowing, and other pre-planting costs of cultivatien to the Premises, during the eusto stion fi ar the
planting of a crop, not actually planted at the time of service of demand for passession, will be deemcdg an guthorizedygr % d a5

such by the Board in the samé manner as provided for in the paragraph cnritled "Improvemen
PENALTY. INTEREST AND FEES

Both a penalty and interes: shall be imgos::d for, but not limnited 10, late payments, improper ar
e, or false statements made 10 the ourd, Penalty and interest and fee schedules, 25 adopted b
cffective immediately aftcr public notice and incorparated herein by reference.

BOARD POLICIES  --
This Lease {5 subject 1o and Lessce shall camply with all applicable polid
Such policies, dircctives and  sehedules are availabic for inspe
5} :l/www.trustiands.statc.cu.usﬂnfnrrmrion/?olic:cs.asp and are mcorpe B
publicly on & menthly basis and at such r}:u!:vlicz meelings may amend or chiyn
changes to cxisting policies, directives an schedules and aqy adopted new polici
after public notice and incorporated herein by referonce. . asese ol be respo
schedules Lack of acrual notice or knowledge of applicabld picies, dirccrives g

3| payments, vialation of iny cofenant of this
Board from time 0 time, shall be decmed

esand schedules, as adply
tview at the affices
reference.  Less
g policies und/or adopt new policles. Any amendments or
tives and schedules, shall be deemed effective immediately
gy fully informed of gl a}:plicub[e policics, dircctives und
shall not provide a defense far aay fhilure to comply,

liable for any and all rental amounts, damages, injuries, penalties, fees und

All persons signing this Leasc as Lessec shall f ] '
S, Oxcupation or conral of the Premises,

other Habilities arising under this Lease and/e

L}

Waiver by the Board of smic aerformance of any prévision OF, tils, hease\shiall not be a waiver of, nor prejudice the Board's right to require sirjcr
erformance of the same prodisidn in the future or of any other Provis . The aczeptance of performance, rent, or any other sum owing by the Board
dllowing 3 breach by the 7 #éshn, any provision of this Lezse) vhall not canstimuce a waiver of any right of the Board with respect to such broach.

The Board shall be déemed 1o b qived any right hereunder ghly if the Board shall expressily do <o in writing.

AMENDMENTS

No waiver, modificarion, amendmek 3
siaff of oard docs not have authop

e{la(ge or change of this Lease shall be valid unless the samc is in writing and signed by the Board. The
aqthal oc apparent, 1o waive, modifly, amend, discharge or changc any provision of this Lease, execpr

25,
Lt arising ot of this) hease, venue shall be in the City and County ol Denver, Cotorado.

2 S
Lessee shall submil any all reports on the past uses and the present use and condirions of and any impravements on the premises and current and
Becerste financial nformalipn for the Premiscs 23 reguesied by the Board. Lessee shall submit, as directed by the Board, a Resource Mang cment
Plan for the Pren proval by the Board, r’clsite Resouree Management Plan must be sccepiable to the Board and when appraved shali be
tricorporated as a ¢ under thig Lcase.

27. SURVIVAT
All obligations of Lassee 1o be gcﬁamed prior 1o the expiraton or termination of this Loase shall not ecusc upon the termminstion ar expiration of this
Lease and shall continue a5 o ligations until fully performed.  All elauses of this Lease which require performance beyond the Termination or
cxpiraion date shall supvive the termination or expiraton date of this Leacs, However, upon expirarion or carljer rermunation of this Lease, the rights
of the Lesses and of a]] persons, firms, corporations, and entities, claiming under Lessee in and to the Premises and all improvements herzon, shaif
crase,

28, SEVERABILITY
If any term or f‘.mv“b—ic’“ of this Lease proves to be invalid, unenforceable, void, or jllegal, the remainder of this Lease shall not he affected thereby,
and shall be valid and be enforeed as written.

AG 20X
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29,

30.

31

33,

IN WITNESS WHEREOQF, the Board and the Lzasce, by their signatures below, 2 a th i Lease:

Lessen:

A\
Signarure \ \\y Printed Nume
individually and as AN N\ of ' 0.5.6.0:4.0.670.01010/5.9.6 51610109100

. ACCESS CONTROL

BOARD'S DISCRETION
Whenever the Board's appraval, consent or authorizarion s sought by the Lessec pursuant 1o this Lease, the Board may withhoid such approvaj,

consent or anthorization In its sole and absolute diserction.

NOTICES

Alty notice, request or demand required or permited 1o be deiivered hereunder shall be in wri[inf and shall be deerned to be givcn and delivered
when depositgg with the United Staics Pastal Scrvz'cca.dpostagc prepaid, remstersd or certified rmnj » TEIUTD receipt requested, addressed 1o the party
imended at the address stared herein, or 10 such other address as may hercag::r be fumished in writing. In addition, it js the Lessec’s responsibility (g
provide written netification to the Hosrd of any change of address in a dmely marner, Failure o do so may result in penaities and interest in
accordance with Section 20 of this lease,

BOARD'S AUTHORITY

This Leasc is emered into pursuant (o the authority granted 1o the Bourd by Colerado law.

Uniil replaced, modified or revoked by the Board, the Lessea may access and yse th i i IviHLy pecifieally addressed in
Section | of this Lease and/or ETant or deny aceess 1o the Premises for non F.~Lessee shall not charge 3 fee or
eollect other consideration for ETRNHNg access to ar use of the Premmises un) de bygueds

use during the specific time thut the grantis in eflect. During said periods o
be only in accordance with the grant for that use.

ADDITIONAL CONDITIONS

Additonsl canditions, if any, are set forth on an amached rider(s), and m

Position Enuty

‘ STATE OF COLORADO BY THE
STATE BOARD OF LAND COMMISSIONERS
o /\ By:

Application Nusnbgr
Renewal of Lease X000
LEASERUOOCKX. DO

Revised 061703 by

mended By: Surfice [an anng\(y Director

oC
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STATE OF IDAHO
GRAZING / CROPLAND LEASE
No.

This lease agreement is made and entered into by and between the State of Idaho, acting by and through the State Board of

Land Cammissioners {lessor) and (lessee)
(Address) {City) (State) (Zip)
This lease shall commence , and terminate

The annual rent payment is due on May 1 of each year.

The lessor, in consideration of the rental paid and the covenants, conditions and restrictions hereinafter set forth, in
attachment B, does hereby lease and demise unto the lessee the lands described, and the special provisions identified, in

"_ attachment A at the uses specified herein; grazing acres containizs.—m~ - AUMs, croplgnd __ _ acres of dryland at
per acre, acres irrigated land at per acre, acres of wasteland at per acre, miscelianeous
per annum, or premium bid.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed the day and year first
above written.

COUNTERSIGNED: STATE BOARD OF LAND COMMISSIONERS OF THE
STATE OF iDAHC
By
Secretary of the State of Idaho President of the State Board of Land Commissioners
and Governor of the State of Idaho
Director Department of Lands ~
STATE OF IDAHO
COUNTY OF )
On this day of , in the year , before me, a Notary Public in and for said State,

personaily appeared Dirk Kempthorne, known to me to be the president of the State Board of Lanc Commissioners of the state
of Idaho and the Governor of the state of Idaho; and Pete T. Cenarrusa, known to me to be the Secretary of the State of Idaho
and Winston A Wiggins, known to me to be the Director, that executed the within instrument, and acknowledged to me that the
State Board of Land Commissianers of the State of [daho and the State of Idaho executed the same.

IN WITNESS WHEREOF, | have hereunto set my hand and seal on the day and year last above written.

Residing at , ldaho, Commission expires

Notary Public for Idaho

ttﬁ**tatttt*t*wuwt*ttt‘_ E S S E Ea:t:w**t**tttttt*ﬁatit

X
(lessee)
STATE OF X
(lessee)
COUNTY OF )
On this day of , in the year , before me, a Notary Public in and for said State,

personally appeared

known to me to be the lessee that executed the within instrument and acknowledged to me that __ he executed the same.
IN WITNESS WHEREOF, ! have hereunto set my hand and seal on the day and year last above written.

Residing at . Commission expires

Notary Public for



STATE OF IDAHO
STATE LAND LEASE

ATTACHMENT A

Lease Number:

SPECIAL PROVISIONS:

SEE ATTACHMENT A-1

DESCRIPTION OF PROPERTY:

COUNTY ACRES SUBDIVISION DESCRIPTION  SEC. TWP.

w.

< WmEemere -

RGE.

ENDOW.

ATTACHMENT A
Fage 1



STATE OF IDAHO
STATE LAND LEASE

ATTACHMENT A-1

SPECIAL PROVISIONS
GRAZING MANAGEMENT PLAN SUMMARY

Lease Number:
Lease Applicant:
Allotment Name:

Number of livestock by class:
Cow/calf pairs yearlings bulls
Sheep horses other {specify)

B o

= Season of Use (proposed dates and approximate number of days):

1. GRAZING MANAGEMENT PLAN SUMMARY
The following is a summary of the grazing management proposal submitted by the lease applicant. |f
acceptable by the Department, the proposal will be incorporated into the grazing lease as an enforceable

provision of the lease.

Attachment A-1
Page 1



1.1

1.2

2.1

22

2.3

31

4.1

STATE OF IDAHO
STATE LAND LEASE
ATTACHMENT B

Use of Land

Grazing Use. The leased land shall be used by Lessee for the purpose of grazing domestic livestock, as specified
in this Lease and Lessee's approved Grazing Management Plan, attached hereto as Aitachment A-1 Special
Provisicns Grazing Management Plan Summary. No other uses shall be made of the leased land by Lessee
without prior written approval of Lessor. At ail times Lessee shall practice geod husbandry on the leased land.

Cropland Use. In addition to or in lieu of the use authorized in Paragraph 1.1 of this Lease, the Lessee is
authorized to use the number of acres identified on the signature page of this lease as cropland. The location and
management of said acres shall be designated in the written Grazing Management Plan. Said use shall be in
accordance with this Lease, the Lessee's approved Grazing Management Plan, and any special provisions
attached hereto. No use of the leased tand for cropping purposes shall accur prior to the final approval of the
writien Grazing Management Plan by Lessor. Lessee shail pay to Lessor an additional rental for the identified
acres of cropland whether cultivated or not in an amount determined by Lessar pursuant to Lessor's current
cropland rental policy, along with the annual base rental payment as set forth in Section 2 herein.

Rental Rate and fiodificatién of Rent =

Annual Rent Payment. Lessee agrees to pay to Lessar, in lawful money of the United States, each year's rent for
every AUM covered by this Lease, in an amount to be calcutated pursuant to Lessor's mast current formuias for
each applicable use at the time the rental is calculated or recaiculated. The rent shall be payable on or before May
1 of each successive year. Lessee shall pay the annua! renta! to Lessor without abatement, offset, or deduction of
any kind, unless otherwise authorized by the Lessor through a completed Lease Adjustment form provided by the
Lessor. Lessor reserves the right to increase or decrease the annual rent. Lessee will be notified one hundred
eighty (180) calendar days in advance of the first payment of any increase in rental.

Late Payment Charge. If annual rental is not paid in full by the date it is due, LesSor may terminate the Lease
upon thirty (30) calender days written notice to Lessee. In addition, in the event any rent due hereunder is not paid
in full when due, Lessee shall pay, in addition ta such rent, a late charge in the first calendar month of such
deiinquency equal to the greater of Twenty-five Dollars {$25.00) or one percent {1%) of the unpaid rent. Far each
subsequent calendar month of such delinquency, Lessee shall pay an additional late charge equal to one percent
(1%) of the then unpaid rent. The parties acknowledge and agree that the late charge described herein is a
reasonable attempt to estimate and to compensate Lessor for higher administration costs associated with
administering such late payments and is not intended as a penalty. By assessing this late charge, Lessor does not
waive any right to declare a breach and to pursue any right or remedy available to Lessor by reason of such
breach, after expiration of any applicable notice ar cure period.

‘Lien. The amount of the rent, late charge, and interest shall constitute a lien in favor of the State of idaho against

all of Lessee's improvements and other property on the leased land, including, but not limited to, crops and
livestock.

Livestock Carrying Capacity.

The grazing period, ALUM's, and the number of stock shall be determined by Lessor and may be adjusted from
time to time after giving Lessee thirty (30) calender days notice of any such modifications. Lessee shall furnish
such information as may be required to assist Lessor in determining the grazing period and number of stock to be
grazed.

Grazing Management Plan

Grazing Management Plan Required — Content. Prior to issuance of this Lease, Lessee and Lessor must agree
to a written Grazing Management Plan. The content of the plan shall address all activities that may take place
under this Lease and include, but not be limited to, consideration of the kind and number of livestock, the
seasan of use, the movement of livestock, the construction of improvements, the vegetation, noxious weed
control and other factors identified by Lessor as necessary for inclusion in the plan based on the specific
characteristics of the leased land and/or of Lessee’s use of the premises. If the leased land is used in

Attachment B
Lease Number
Page 1



4.2

43

44

4.6

5.1

52

5.3

5.4

cenjunction with federal lands, the Grazing Management Plan prepared for the federal land may be deemed by
Lessar, at its discretion, to satisfy the requirements of this section.

Modification of Plan. Lessecr may review and modify any Grazing Management Flan upon changes in conditions,
laws, or regulations, provided that Lessor shall give Lessee thirty (30) calender days notice of any such
modifications prior to the effective date thereof. Prior to instituting any management changes, Lessee must
submit, in writing, the proposed changes to the Grazing Management Plan to Lessor for approval. No
management changes shall occurr prior to Lessor's written approval of the amended Grazing Management
Plan. Modifications mutually agreeable to both Lessor and Lessee may be made at any time.

Annual Plan - Incorporation By Reference. Lessor may require that the Grazing Management Plan be
supplemented by Lessee annually through an approved, written Annuai Plan, which shall be developed and
approved in the same manner as the Grazing Management Plan set forth in paragraphs 4.1 and 4.2 above. The
Grazing Management Plan together with any and all subsequently approved amendments therete and any
Annual Plans are hereinafter referred to collectively as the Grazing Management Plan, and shall be incorporated
by reference into this Lease.

Compliance Required. Lessee shall abide by all provisions of the Grazing Mangement Plan. If Lessee fails to
abide by the Grazing Management Plan, Lessee will be deemed in breach of this Lease and the [ease will be
subject to cancellation in accordance with Section 18 of this lease. .

STt T

Records to be Retained. Lessee must keep records showing the numbers and class of livestock on the leased

land and the dates put on and removed from the leased land, as well as records relating to the construction of
improvements. Lessor may require Lessee to produce these records.

See Attachment A of this Lease for a summary of the Grazing Management Plan in effect as of the date of
execution of this Lease.

Subleasing or Assignment

Written Approval Required. Lessee shall not sublease or authorize another person to graze livestock on all or any
part of Lessee's interest under this Lease, or assign this Lease, without the prior written consent of Lessor to be
evidenced by Lessor's execution of consent forms provided by Lessor for that purpose. Any request for approval
of a sublease or assignment must be in writing, complying with the statutes or rules governing subleasing, and
accompanied by a copy of the proposed sublease agreement and the appropriate processing fee. Lessor may
withhold consent for any reason. Any attempt by Lessee to sublease Lessee's interest in the leased land or any
part of the leased land or to assign this Lease, shall be void unless Lessor has given such priar written consent.
Na request for Lessor's approval of any assignment or sublease will be considered unless all rent due has been
paid in full, and Lessee is in good standing under the terms of the Lease. No sublease will act as a release of
Lessee's obligations hereunder uniess Lessor executes a separate written release of Lessee. Lessor has no
obligation to so release Lessee, and Lessor can withhold such release at Lessor's sole discretion, Any 'sublease
or assignment will be subject to the provisions of this Lease, including, but not limited to, the existing written
Grazing Management Plan. The sublease will only be approved on an annuat basis.

Additional Rental Due. In the event the leased land is subieased in accordance with Section 5 for an amount
greater than the base rental, Lessee shall in addition to Lessee's annual base rental pay to Lessor an amount
equal to one-half (1/2) the difference between Lessee's base rental rate herein established, and the rentat rate
paid by Sublessee. :

Improvements. Upon approved sublease or assignment, ownership of any existing Lessee-owned improvements
under this Lease must be separately negotiated between Lessee and such Sublessee or Assignes.

Copies to be Filed. Copies of all assignments, subleases, pasturage or any other agreement of any kind or nature
involving the use of the leased land by ancther person shall be timely filed with Lessor.

Attachment B
Lease Number
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6.1

7.1

7.2

7.3

8.1

8.2

83

Leasehold Mortgage.

Lessee shall not mortgage, pledge or otherwise dispose of Lessee's interest in the Lease, or any portion thereof,
without prior written consent of Lessor. Lessee shall use mortgage or deed of trust forms provided by Lessor, and
shall submit completed forms and appropriate fee to Lessor for review and approval. The term of a mortgage
agreement shall not exceed the lease term. Lessor may accept or reject a leasehoid mortgage at its discretion.

Environmental, Safety and Sanitary Requirements

No Hazardous Materiais. Lessee shall neither commit nor permit the use, placement, transport or disposal of any
hazardous waste, including, but not limited to, petroleum products, such as cil, gasoline, or any other substance
that is or is suspected to be a hazardous substance or material on the leased land except the customary use
associated with machinery, equipment and vehicles. Lessee shall be responsible, and shall pay all costs for the
removal or other appropriate remedial action regarding any hazardous waste, substances, or materials which
Lessee may have caused to be introduced on the land. Any such remediation or removat or storage must be
conducted in accordance with applicable federal, state, or local law, reguiation, rule or ordinance and Lessee shall
immediately, upon the introduction of any hazardous waste, substances or materials onto the leased premises,
contact the Idaho Department of Environmental Quality (DEQ) and enter into a consent order for remediation with
DEQ, provided however, Lessee shall not forestall commencing any necessary remediation while negotiating the
terms of any consent arder with DEQ, unless Lessee is so authorized in writing by Lessor. In event of introduction
of any hazardous waste, substErites Gr materials, Lassor may also require Lessee to enter into consent orders or
other agreements with any other relevant agency. Lessee shall indemnify, defend and hold Lessor harmless from
all costs, expenses, damages or fines relating to pollution and hazardeus materials including, without limiting the
generality of the foregoing, attorney fees and costs of defense or of enforcement of Lessor's rights hereunder.
The amount of any costs incurred by Lessor due to Lessee's violation of this provision shall constitute a lien in
favor of the State of Idaho against all of the Lesee's impravements and other property on the leased tand
including, but not limited to, crops and livestock.

Fire and Safety Regulations. Lessee shall comply with all applicable federal, state and local laws, rules,
regulations and ordinances, including, but not limited to, the tdaho Department of Lands for fire protection and
prevention. Lessee agrees to keep the land free from fire hazards as determined-by Lessor. Lessee is prohibited
from burning garbage or househoid trash and any burning on the land, including the burning of wood, weeds or
other debris, but excepting campfires necessary for the use under this Lease, requires the prior written permission
of Lessor. Any burning must comply with applicable federal, state or local law, regulation, rule or ordinance.

Sanitary Requirements. Concerning activities authorized under this lease, Lessee shall at all times keep the land
in a clean and sanitary condition, free of trash, garbage and litter so the land is maintained in the same or better
condition as when this Lease was issued. Lessee shall not dispose of sewage except in confarmity with applicable
federal, state, and local law, rules and regulations pertinent to Lessee's use and shall dispose of sewage on the
leased |land only if specifically authorized by Lessor. The Lessee shall not store trash on the leased land nor
transport trash, garbage, litter or debris onto the leased land. Lessee shall dispose of all trash, garbage and
carcasses in conformity with ail legal requirements. Lessee is responsibie for all costs associated with sewage,
garbage and litter disposal.

No Warranty of Suitability - Quiet Enjoyment - Public Use

No Warranty. Lessee acknowledges that neither Lessor nor any agent of Lessor has made any representation or
warranty with respect to the land or concerning the suitability of the land for the uses intended by Lessee. Lessee
acknowledges that it has accepted the land in an AS IS CONDITION, accepting any and all known or unknown
faults therein.

Quiet Enjoyment. Lessor agrees that Lessee, upon payment of the rent and performing the terms of this Lease,
may quietly have, hold and enjoy the land, for the purposes and uses allowed hereunder, during the term hereof.
Lessee acknowledges that the Lease is non-exciusive, and Lessor retains the right to use of the land, or to grant
rights to others for use of the land, to the extent any such use does not materially interefere with Lessee's purpose
and uses allowed hereunder, unless otherwise provided for in this Lease.

Public Use. Lessee must allow the general public the right to use the leased land for any lawful use available to
the public for lands owned by the State of Idaho. However, nothing in this Lease authorizes or purports to
authorize trespass on private lands to reach state-owned lands. Public use of State lands shall not be restricted
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without prior written approval of Lessor. This Lease is not an exclusive control lease as described under |daho
Code § 36-1603(b).

9. Water Right and Water Use

8.1 Water Rights. No water rights are included in this Lease. The establishment of any new water rights during the
term of this Lease shall be by and for Lessor and no ciaim thereto shall be made by Lessee. Such water rights
shall attach to and become appurtenant to the leased land

9.2 Water Use Generally. Lessee shall be entitled to use the water on the leased land, but cniy for the use allowed in
this Lease and only insofar as permitted under Idaho water law. Lessee must receive the prior written consent of
Lessor or its authorized agent, and the prior written consent of any department or agency of the State of ldaho
having jurisdiction to regulate water rights in and for the State of Idaho for any of the following:

A. Todrill and use a water well,

B. To develop and use any source of water,

C. To cause any water to be conveyed off the land,
“&. To bring water onto the leased iand.

9.3 Water Systems. If water is supplied to the land by a water system operated by the State of Idaho, the use of such
system and the supply of water provided thereby may be curtailed or terminated upaon thirty (30} calendar days
written notice to Lessee from Lessor or its authorized agent. Neither Lessor nor its agents and employees nor any
entity of the State of |[daho shall be liable in any manner for damage or inconvenience to the Lessee by reason of
failure of, damage to, or termination or curtailment of the operation of any water system or source supplying water

to the land.

10. Noxious Weeds

*

10.1  Lessee shall cooperate with Lessor or any other agency authorized to undertake programs for control or
eradication of noxious weeds. Lessee shall take measures to control noxious weeds an the leased land in
accordance with Title 22, Chapter 24, Idaho Code, except those resulting from activities beyond the Lessee's
control, The cost of controf of noxious weeds on the leased tand shall be shared by Lessee and Lessor with
Lessor's share subject to funds appropriated for that purpose.

11. Construction of Improvements

11.1 Permit Required. Lessee shall not construct or place improvements or structures of any character (herein referred
to as "improvements") on the leased land without the priar express, and written permission of Lessor. Said
permission shall be in the form of a permit issued by Lessar, and shall be required for any improvement or
structure on the leased land including, but not limited to, range improvements, buildings or other structures, water
developments, fences, or the clearing of land. Lessee shall submit construction plans to the Lessor. Once the
construction plans are approved and permitted by Lessor, then Lessee shall construct the improvements in full
compliance with the approved pians, the permit and all applicable building codes, rules and laws. Permitted
improvements shalt be the property of Lessee, unless otherwise provided in the permit or approved Grazing
Management Plan. Any improvement associated with the uses authorized in this lease and placed on endowment
land prior to January 1, 1970 is considered grandfathered and properly authorized even though there may be na
documentation of authorization.

11.2  Condition of Improvements. At all times during the term of this Lease, Lessee shall keep ail improvements in good
repair and functional condition to the satisfaction of Lessor. Any anc all fences shall be neat, stack-proof, lawfut
fences and gates. )

11.3  Maintenance of Improvements. Lessee may be required to remove or reconstruct improvements in poor or nan-
servicable condition. Existing maintenance agreements on lands acquired from the federal government shall
remain in effect until amended by the parties involved. If maintenance is not being accomplished, Lessor shall
provide a letter to Lessee informing Lessee of the lease violation. If wark is not begun within thirty (30) calender
days, Lessor may contract repairs and add the ameount to the annual rental,
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13.2

14.

14.1

15.

151

Reclassification. The Lease may be cancelled in whole or in-part upon one hundred eighty (180) calender days
written notice by Lessor if the leased lands are reclassified for any other use as designated by Lessor. In the
event of early cancellation due to reclassification, Lessee will be entitled ta a prorata refund of the premium bid
for a conflicted lease.

Relationship of the Parties

Lessee is not an officer, employee or agent of Lessor. In no event shall any official, officer, employee or agent
of Lessor or of the State of ldaha be in any way personally liabie or responsible for any covenant or obiigation
contained in this Lease, express or implied, nor for any statement, representation or warranty made in
connection herewith,

Reservations by Lessor

Lessor expressly reserves and excepts the following rights:

A. To enter upon the leased land, or any portion thereof, during the term cf this Lease for any purpose,
including, but not limited to, the purpose of inspecting the leased land.

B. Alirights not expressly granted to) essee under this Lease, including, but not limited to, all rights to
timber, cil and gas, geothermal rigiit3; fiineral rights, easémenits and rights-of-way, water, and fee title to
the leased land, and title to all appurtenances and improvements placed thereon by Lessor,

C. To grant easements and rights-of-way over and across the leased iand. Lessor shall coordinate with
Lessee before processing any easement applications on the leased land. The grantee of such easement
shall, before exercising the same, pay Lessee the reasonable value of any permitted improvements and
any growing and immature crops, if crops or improvements are impacted by the easement. Said value shall
be determined by Lessor's appraisal.

D. Toissue other leases on the leased premises. Such other leases may be for any purpose deemed
appropriate by Lessor, including, but not limited to, the exploration and development of qil, gas, geothermal
and mineral resources as provided by Title 47, Idaho Code. In the event any such other Lease is granted
by Lessor, the other lessee shall, befare exercising the same, pay Lessee the reasonabie value of any
permitted improvements and any growing and immature crops, if crops or improvements are impacted by
the other lease. Said vaiue shall be determined by Lessor's appraisal. If the other lease conflicts with the
grazing use or makes consumptive use of forages, the grazing rental will be adjusted to refiect such loss of
use.

E. Torequire that changes be made in the use under this Lease, and/or to the improvements on the
leased premises, including, but not limited to, the sanitation or other facilities for the protection of public
health, safety, preservation of property or water quality. .

F. Toreserve as Lessor's sole property any and all water appurtent to Lessor's land or from any source
arising thereon and to hold water rights for any beneficial use that may be developed as a result of this
Lease, and as further provided in Section 9 herein.

G. Rights of ingress, egress, and access, over and across the leased land for Lessor and its lessees,
permittees, contractors, and assigns on existing roads, or on suitable alternative roads provided by Lessee.

H. To reclassify the land, in whole or in part, for other uses that will better achieve the objective af Lessor.
Upon reclassification this Lease may, at Lessor's discretion, be terminated in whoie ar as to the affected
part. In the event of any such termination due to reclassification, the provisions of Section 11 relating to
compensation for permitted improvernents shall apply.

l. To seil timber on the leased land or otherwise conduct forest management activities, Lessor reserves
the rignt to restrict or prohibit grazing use on all or portions of the leased land for timber management
purposes. Lessee will be given not less than one hundred eighty (180) calendar days written notice of any
such restrictions or termination of grazing use, together with a map of the restricted area.
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13.2

14.

14.1

15.

15.1

- B. Allrights not expressly granted to Lessee under this Lease, including, but nat limited to, all #ghts to

Reclassification. The Lease may be cancelled in whole or in part upon one hundred eighty (180) calender days
written notice by Lessor if the leased lands are reclassified for any other use as designated by Lessor. In the
event of early cancellation due to reclassification, Lessee will be entitled to a prorata refund of the premium bid
for a conflicied lease.

Relationship of the Parties

Lessee is not an officer, employee or agent of Lessor. In no event shali any official, officer, employee or agent
of Lessor or of the State of Idaho be in any way personally liable or responsible for any covenant or obligation
contained in this Lease, express or implied, nor for any statement, representation ar warranty made in
connecticn herewith.

Reservations by Lessor

Lessor expressly reserves and excepts the following rights:

A. To enter upon the leased land, or any portion thereof, during the term of this Lease for any purpose,
including, but not limited to, the purpose of inspecting the leased land.

timber, ¢trand-gas; geothermal rights, mineral rights, easements and rights-of-way, water, any iee titic to
the leased land, and title to all appurtenances and improvements placed thereon by Lessor.

C. To grant easements and rights-of-way over and across the leased land. Lessor shall coordinate with
Lessee before processing any easement applications on the leased land. The grantee of such easement
shall, before exercising the same, pay Lessee the reasonable vatue of any permitted improvements and
any growing and immature crops, if crops or improvements are impacted by the easement. Said value shall
be determined by Lessor's appraisal.

D. To issue other leases on the leased premises. Such other leases may be for any purpose deemed
appropriate by Lessor, including, but not limited to, the exploration and development of oil, gas, geathermal
and mineral resources as pravided by Title 47, Idaho Code. In the event any such other Lease is granted
by Lessor, the other lessee shall, before exercising the same, pay Lessee the reasonable value of any
permitted improvements and any growing and immature crops, if crops or improvements are impacted by
the other lease. Said value shall be determined by Lessor's appraisal. If the other lease conflicts with the
grazing use or makes consumptive use of forages, the grazing rental will be adjusted to reflect such loss af
use.

E. To require that changes be made in the use under this Lease, and/or to the improvements on the
leased premises, including, but not limited to, the sanitation or other facilities for the protection of public
health, safety, preservation of property or water quality.

F. Toreserve as Lessor's sole property any and all water appurtent to Lessor's land or from any source
arising thereon and to hold water rights for any beneficial use that may be developed as a result of this
Leass, and as further provided in Section 9 herein.

G. Rights of ingress, egress, and access, over and across the ieased land for Lessor and its lessees,
permittees, contractors, and assigns on existing roads, or on suitable alternative roads provided by Lessee.

H. To reclassify the land, in whale or in part, for other uses that will better achieve the objective of Lessor.
Upon reclassification this Lease may, at Lessor's discretion, be terminated in whole or as to the affected
part. In the event of any such termination due to reclassification, the provisions of Section 11 relating to
compensation for permitted improvements shall apply.

|l To sell imber on the leased land or otherwise conduct forest management activities, Lessor reserves
the right to restrict or prohibit grazing use on all or portions of the leased land for timber management
purposes. Lessee will be given not less than one hundred eighty (180) calendar days written notice of any
such restrictions or termination of grazing use, together with a map of the restricted area.
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19,

18.1

20.

20.1

21

21.2

22,

221

23,

23.1

24,

24.1

24.2

Surrender of Land

Lessee shall, at the termination or expiration of this Lease, deliver immediate possession and vacate the
leased land, leaving it in the same or better condition than it was in at the time of Lessee's entry on such
premises under this agreement, except for reasonabie use and wear, acts of God, or damage by causes
beyond the cantrol of Lessee, and upen vacating shall jeave the demised land free and clear of all rubbish and
debris, and with all improvements in good order and condition.

Cancellation By Mutual Agreement

Leases may be cancelled by mutual agreement between the Department and the Lessee. The Department will
not unreasonably withhold approval of a request for cancellation by a Lessee,

Notices

Notices. Any notice or any demand given under the terms of this Lease shall be deemed given and delivered an
the date when personally delivered or if mailed, the date same is deposited in the United States Mail, and mailed
by regular or certified mail, postage prepaid and properly addressed to the appropriate party.

Addresses. Until changed by notice in writing, netice, demands, and communications under this Lease shall be
addressed to Lessor at: R RN e '

ldaho State Board of Land Commissioners
954 W. Jefferson Street

PO Box 83720

Boise, Idaho 83720-0050

and to Lessee at the address set forth at the beginning of this Lease. Any notice or correspondence mailed to
Lessee at the last identified address shall be deemed effective delivery. It is Lessee’s duty to notify Lessor, in
writing, of any change in mailing address.

A

Waiver

The waiver by Lessor of any breach of any term, covenant or condition of this Lease shall not be deemed to be
a waiver of any past, present or future breach of the same or any other term, covenant or condition of this
Lease. The acceptance of rent by Lessor hereunder shall not be construed to be a waiver of any violation of the
term(s) of this Lease. No payment by the Lessee of a lesser amount than shall be due according to the terms of
this Lease shall be deemed or construed to be other than a part payment on account of the most recent rent
due, nor shall any endorsement or statement of any check ar letter accompanying any payment be deemed to
create an accord and satisfaction,

Attorneys' Fees and Costs

In the event Lessor initiates a legal proceeding of any kind instituted under this Lease or to obtain performance of
any kind under this Lease, and Lessor prevails, Lessor shall be awarded such additional sums as the court may
adjudge for reasonable attorney's fees (including fees from the Office of the Attorney General of the State of
Idaho) and to pay all costs and disbursements incurred in such proceeding, including, but not limited to,
accountants’ fees and fees of appraisers or other experts.

Lessee's Compliance with Applicable Laws and Rules

Full compliance. Lessee shall fully comply with all applicable federal, state, or locai statutes, ordinances, rules,
regulations and taws now existing or hereafier enacted. This shall include, but not be limited to, all applicable rules
and regulations and standards promulgated by the State Board of Land Commissioners or the idaho Department
of Lands, including but not limited to, the ruies governing grazing leases and cropland leases, IDAPA 20.03.14.

No Waste or Nuisance. Lessee shall not use the land in any manner that would constitute loss or waste, nor shall
Lessee allow the same to be committed thereon. Lessee shall not do anything which will create a nuisance or a
danger 1o persons or property.

Attachment B
Lease Number
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25. Miscellaneous

25.1  No Trespass. Lessee shail not use nor aliow Lessee's livestock to graze or run at farge over lands belonging to
Lessor not under iease to Lessee or approved within the Grazing Management Plan.

252  Appraisals and Valuations. Any appraisal or valuation by Lessor called for in this Lease shall be done by Lessoer in
accordance with applicable state law and regulations, and the then existing policy of Lessor. Lessor's appraisals
and vaiuations shall be conclusive,

253  Subject to Existing Leases/Easements. This Lease is expressly subject to any right-of-way, easement, lease or
contract, including, but not limited to, any present or future timber sale contract, that are now in force and effect or
that may hereafter be granted relating to the leased land.

254  Timber. This Lease does not authorize Lessee to cut any timber growing on the land leased. Any unauthorized
use of such timber by the Lessee or with his knowledge or consent, shall work a forfeiture of this Lease withaut
notice, and said Lessee shall be responsible for damages in the amount of treble the value of the timber used or
taken and all other damages. Said timber value to be determined by Lessor.

25.5 Modification. This Lease may be modified only by a fully executed Lease adjustment on a form providead _h'-_.-::_

T o

TLESSUR e

25.6  Binding on Heirs and Successors. This Lease, including the Grazing Management Plan, shall inure to the benefit
and be binding upon the heirs, executors, successors, sublessees, and assigns of the parties.

25.7  Lessee's Non-Discrimination. Lessee shall not discriminate against any person because of race, creed, religion,
color, sex, national origin or disability.

25.8  Paragraph Headings. The paragraph headings, titles and captions used in this Lease are for convenience only
and are not part of the Lease.

25.9  Entire Agreement. This Lease, including all exhibits attached hereto, contains the entire agreement between the
parties concerning the subject matter hereof and supersedes any and all prior agreements. The execution of this
Lease has not been induced by either party, or any agent of either party, by representations, promises or
undertakings not expressed herein and, further, there are no collateral agreements, stipulations, covenants,
promises, inducemenits or undertakings whatsoever between the respective parties concerning this Lease except
those which are expressly contained hergin.

25.10 Governing Law and Forum. This Lease shall be construed in accordance with and governed by the laws of the
State of Idaho and the parties consent to the jurisdiction of idaho State courts located in Ada County in the event
of any dispute with respect to this Lease,

25.11  Severability. In the event any provision of this Lease shall be held invalid or unenforceable according o law, for
any reason whatsoever, then the validity, legality or enforceability of the remaining pravisions shall not in any way
be affected or impaired,

25.12  Counterparts. This agreement may be executed in any number of counterparts, each of which shall be deemed to
be an original, but all of which together shall constitute but one and the same instrument.
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AGREEMENT (LEASE) NC, [Rav. 3i01)

AGRICULTURAL & GRAZING LEASE OF STATE LANDS

This laasa is aniered inta by the Stats of Monlana, Board of Land Caommissioners and Department of Natural Rasources & Consarvalion {Bapartmnrl) as
lessor, and tha person herein named, as (ho fessee,

Data by lease takes affect:

Nome of Lessas:

Address or Box No.:

Cuy/Slaw/Zip:

Land Located in Coumy

DESCRIFTION See, Twp, Rgo. Acres

o

-

fils

Tolal aumbaer of laaseq acras, marg or less beronging le Grant,

Grazing Ares Agnrutlural Acres: Unsuitable Acras:

Ternms of Grazny Use and Rantal Rale:

Tarms al Agriculiural Use and Ranlal Raia:

Purpase far which tha land is leased;

Tearm of izase: : Dale of vxpiralion:

THIS LEASE HAS A CARRYING CAPACITY OF

ANIMAL UNIT MONTHS, THE LESSEE SHALL NOT EXCEED SUCH CARRYING

CAPACITY. THE ANNUAL GRAZING RENTAL IS BASED ON THIS CARRYING CAPACITY.

The Slate of Manitana, in consideration of the payment of rentals as specifiad in Ihis loasa and e Mulual agreamants canlainad In this laasa haraby leases
ine above-descaAbed landy {0 1h6 1985&4(5) namad sbova.

The lesseel(s) in consiceralion of i lease of the abova-describad tands ana the awlual agreements cantained in this lease heraby agrees, to pay the rentals
as speciliad in Ing laasa and 1o parform all the condilions as specitied in s lease, Lhe apphcable rules and Ihe apolicable slatutes.

The parlies lo this lease mutually agrea Lo Ihva following lerms and eanditions:

1.

Lo

m

ALL GRAZING RENTALS ARE DUE BY MARCH 1 EACH YEAR AND FAILURE TO PAY BY APRIL 1 AUTOMATICALLY GANCELS THE ENTIRE
LEASE, A NOTICE OF RENTAL DUE OR ANY OTHER CORRESPONDENCE OR NCTICE FROM THE LESSOR WILL BE SENT TO THE ABOVE
ADDRESS ONLY, UNLESS A CHANGE OF ADDRESS 1S REQUESTED IN WRITING, SIGNED BY THE LESSEE AND RECORDED BY THE LESSOR.

ALL AGRICULTURAL RENTALS ARE DUE ON NOVEMBER 15 OF THE YEAR IN WHICH CROPS OR HAY ARE HARVESTED. IF THE RENTAL IS
NOT PAID BY DECEMBER 31 OF THE SAME YEAR, THE ENTIRE LEASE I5 CANCELED,

CONVERSION OF CLASSIFIED GRAZING LANDS TO CROPLANR WITHOUT PRIOR APFROVAL AS REQUIRED BY LAW SUBJEGTS THIS ENTIRE
LEASE TO CANCELLATION. ’

SUBLEASING (miiowing any other persen and/ar thair ivestock la utilize the S@ie land) WITHOUT FILING A FORM AND RECEIVING APFROVAL
FRCM THE DEPARTMENT MAY SUBJECT THE LEASE TQ CANCELLATION, SUBLEASING ON TERMS LESS ADVANTAGEQUS TO THE
SUBLESSEE THAN THE TERMS GIVEN BY THE STATE SHALL RESULT IN CANCELLATION.

(2] SUBLEASING FOR MORE THAN TWO YEARS WILL RESULT IN LOSS OF THE PREFERENCE RIGHT.

{r} SUBLEASING FOR MORE THAN THREE YEARS WILL RESULT IN THE LEASE BEING CANCELED. (The aaparimenl's rulas and applicable
slAies concarning sublaasing and pasiuring agreaments should be consulled. )

REPORTS--Laases is required lo submil repars a3 raquesied by lhe Diracior, :neluding seading and proguetion rgpans, Failure 1© Submit such repons
may rasull in cancellation of the isase.

CULTIVATICON—In Lhe case of lands lueswd lar agricullurol pu/pases, NG 165500 hereby agrees 10 saad and cultivale such land in & husbandman-ika
mannar and 10 strip faon if the land is suoject to soil biowing The lessee further agrees to keep the land ciear of weeds and care for it in accordanca
willl approvid furm meihods as dataennad by 1ha slaie. The slawe shall hava 1ha fignt 1o impose reéasanabia reslriciions on all siale joases as afa
necsssary lo adequately prolect the land, waler, air ur improvaments in the area. Grain craps are o be delvered Iree of gharge lo ihe neacest alavator
10 the cradit of the state of Montana on or befcre the ffieenth of November of ach year. Other crops, including hay, ara 10 o6 dispbued of at the going
maskaLpnce Livess otharwise diraclad. If 3 lessae dacides to grace Ihe slubible of harvesied crops or hayiand or qrazes unharvestad crops for haylands,
fe musl conlact the Departmenl regarding peyment for such grazing in classified agricultural tands. Tho Deparmant shall daterming the rumber af
animal unit manths of grazing awvailacle an ing and oag shall bil the rasses or icanses tor e Grazing use based an the minimum grazing rental
aslabignad unoer Sachan 77-8-507, MCA or the compehtive bid amaunt, whichever is greater Fallura oe fafusal o pay said rental or la notlify the

o



JAN. -18' 03 (TUE) 13:18 DEFT OF NATURAL RES TEL:1 406 444 2584 P. 003

10

1.

12

14,

18.

depariment of such grazing may be cause far cancekation of the laasg.

FEDERAL FARM PROGRAM COMPLIANCE-! 2 lusses af icanses has s jagss cr licenae cancaled or larminaled or for any wason is ne longer Ihe
Iazsae or licanses, then he shail na kangar be anitad o 21y paymeanl of benofits from any faderal farm pogram, If sueh a lesses of icenses doas
receive any such federal payment or senafit in cannection will Ihe slals lease or licensa he shall be liabie 10 Ihe s(Ble for any anounis racewved aftar
lhe 15 no longar racognized as the lessas or licansea. The lessas or licansan of any slale land shall comply with the pravisions of lhe fedasal farm
pragram whan applicable end shall indemnify 1he stata againet any loss occasioned By noncompliance with such provisians. In addition 1o any ranlzla
provided in the lease or licsnes, (he slala 5hail racalve the aamea shavra as it receivas far crops of all parymenis pursuani 1o any act ar acls of tha cangress
of tha Uniled Siales i1 connection with state Jands undar lgase or license and the crops thergol. The stals §hail he enllliud Lo such amounts anpuaily
lor all ieases basad upon a crapshara. aven If Ine |epse slalas that e renial is Basad upan a crop share/cash baeis, whichever is grealar. Al} such
luases shall be considerad crop shara leasea for tha purposa of receiving the slale's shars of the faderal farm paymenia.

|MPROVEMENTS—The lessas may place a reasonabla amount of impravaments upan the lands under this lsase upon anproval of an Improvenant
permil by the Department. A report af proposad improvements, containing such infarmation as tha Qiraclor may requast concarming lha cogt of the

Himprovements, thair suitatienass for Ihe uses ercingrity made of the land. and their characlar whalher fixad or movable, shalt ba submilted W the Direciar

befora instaliation thareot on |he pramicas. Failure 1o obiain appraval prar lo placamsnt of tha improvement may resull ia such improvements nat paing
recognizad by e Oeparunent lor purposas of rejmbursament of such improvemants. tn sddition, placing improvamans on Siale lands withayt recaiving
Piar approval. may result in cancallalion of the leasa.

LIENS ON BUILDINGS AND CROPS~The stale snall hava a lien upon alt Luidings, slructures, fencas and sl other Impravements, whalhar mavanie
©f Nat, and aiso upan ail ¢ropy growing bpon the land !E' any ranlals dua the Dapanment.

COMPENSATION FOR IMFROVEMENTS(a)ll the land under Ifis leasa is sald or exchanged 10 & party alher than the prasent lessee, or ic leased
1o analner party whlle ihe prasent lassee owns improvermenis lawluilly ramaining thereon, an which Ihe staig has no lien for renials o perallies, as heraln
provided, and which he Qesires 1o sell and disposa of, fuch purchaser or new losses shail pay the lormer lagges iha raasonable valug ol such
impravemenis. i any of the iImprovemanis conglst o! approved bresking {(maeaniag Iha original ptowing of the land) ant! one year's crap has baen (aised
on he land after tha tirwaking tharecf, Ine compansailon for such breaking shall ngt excesd the sum of twa dollars and fity cents {32.50) per acra, ang
hat in case lwo or mora crops have baean raised on tha land afler tha braaking tharas!, the braaking shall nat b considered as an improvameni to the
larnd. In casa ihe furmer lasses and iha new lessos or purchaser are unabla to agrae on ha reasanabla value of such improvemenis, such valys shal
ba ascerlsinad and fixed by ihree arbilratars, one of whom shail ba appainiad by Ihe owner of e wmprovemants, une by tha new jesaea ar purchaser
and tha third by Lhe two arbilralors so appolnted, The forner lasses must infliale arbiiration wilhin 60 days of nolification frem Iha Daparimen| (hat thare
is a new lassee or purchaser. Failure 1o inidala this process within this tima farlod results i ak improvaments becaming praperty of the ataly, The
feakunable compansatkn that such arbirators may charge for Wheir sarvices shall 08 aid.in equal sharas by the owhar of the imaravemanss and Ine
purchaser or new lessee. Tha vaiue of such hpravemants as ascanained and Mxad-=3ol o2 Rndinguaon bath panies; nnuidad, dowsvsr, hal if dither
porty it dissalisfied wilh 1he vaiualion so flxed he may wilhin Lan (10) days appeal frarn thelr ducision th the Diraciar wha Shall thareupon cause nis agent
1o axamina such impravemants ang whosa decision shail ba final. The Directar shall charga and oilact lhe acwal cosl of such reexaminaton ta the
ownar and naw lasses or purchasar I such proportian as in his judgmard may ba damancdud.

(b) Upon ihe 1erminalion of 3 jsase, lha Dapariment may grant a icanse Lo e [omer lassee w remove tha mavable jmprovamanis fram the lang, Upcn
aylharization. |he movabie improvemnents must be removed within 60 days or thuy bacoma tha property of ha stale uniess the dgapgarmant lor good
cause grants addiional time for tha remaval, The deparimant shall charga the farmer essee lor tha pariad of Gme thal the impravamants remain an
the iand after the lerminalion of (he leasa.

[c} Bummar fallowing [necassary cullivation done aller tha 1ast ¢rap grown) seeding, and grawing craps on the |and, which have nat been narvesied
pricr la March 1 naxd succeading the dats of sale of at Ihe lime of ehange of lessae, shall be considerod as improvemsnts. Their value shiall be
daterminad in tha sama manner as olher impravemsnls and shall be lakan gver by the purchasar or naw lessea ard pald lor by him as aihar
improvaments.,

ASSIGNMENT QF LEASE-If all renlals dua have besn paid and (ha lerms of khis iease biava not bean violalad, the |aase may ba assigned on Ihe [orms
provided for hat purpose by Lhe Direclor, but no such asslgnment shall ba binding on lhe s1ate unless the assignmenl is fited with Uw Direclor, approved
by hir, and the apprapriale assignment fees submired for sucn assignment. An Assignment which is slyned by bath pardies shall ba canclusive pragf
hat all payimenis for improvamants have Baan pald lo the assignor by the assignae. The leasehald intarest harain may anly be trunsiesred to any olher
pary by 2 prapeny executad assignment which must ba approved by tha Dicectar prior o such transfer becarning effacliva. Until an ansignment becomas
elfeclive, the Departmani will considar \he losses listed ahova 19 b the lassas for all purgoses. Thara may be no considaration given lor \he agsigameant
ol a lsage othar than 1ha value of fhe improvements, It any,

RENEWAL LEASE—H 5l rentals dus under this leaae hove basa paid, 1he lasses shall upon making preper application to the Dveclor be anttled lo
have this |aace renewed at any lma wilhin tharty (30} days prior to its expiration for an addilional period of nat exceading ten years: and if 1here ia no
aiher applicant Ihan offering 1o leasa tha land, the Ieaae snall ba 1Esued at (e minimum renlal as determined under sigtulas then in elfecl. If thare are
WO aF Mora parsany desifing 1o lease (he aame racl, tha lormer Isssaa shall pave (he prafarance right to the |eass Lo 1he extent that ha mgy laka lhe
leasa al iha wghest bi¢ mada by any alher applicanl. However, au bleasing may tause lass of Whis renewal righl. Tha depanments rules CONGEITING
subleasing should be conauited. The lassan dasifng Io renaw [he leose Mus! Maks Appiication ta the Dagariment proi to January 28 of tha yaar of
expiralion, Fallure 16 do so will result in the 18aew bacoming an uwnleased Iract upan expwalon, with Lhe loss of Lha praferenca rght and subjecl o
compaiitive bidding.

CANCELLATION OF LEASE BY THE STATE-The Ciracior shak have ihe powar and auwlhorily in his dlseration 19 cencel 3 laase for any of the fallawing
causes: For fraug or misregrasanialion, of far concealment of facis ralaling to ils issua, which if known would have prevantad ils isaua In Jhe form or
lo iha parly lsiued; for using Lhe fand for other purposes (han those autharizad oy Iha (ease, for dvergrazing or any other misusa of tha siata lands
Inveived, and for any aihar cause which in Ina Judgament of the Direcior makas tha cancellation cf 1ha lease necesaary in ordar 10 do justica 1o afl partas
cancarnad, and Lo prolect the interast of ihe state. Such cancellaton shall not enita the lessos o any raflund of remals paid or wxemption fom the
paymant of any rents, penalties ar othar compensalion dus 1he state. Leasa cancallation for thasa causes is subject 10 appeal 28 pravidad in Saction
T7-6-211, MCA.

LANDS MAY BE SOLD-The Board of Lang Commissionar may In \heir discretian eachanga Lha lands uncer this |aase for olher lands, affar the lands
unclar this laase for sala at any e ular pubiic sale of stale tands nald in (he caunty whera lhe land is Stugiad upon tha a8ma larrng and in 1he same
mannef as land nol under laase. subjsal, Nowaver, Lo he nghts of Ina |assee Io compensation far impravamenis as herein provided; and subject alsu
1B tha provision hal Iha new owner wifl not be givan poseasslon by e sials prlor 1o Mareh 1 next suceeading the dale at exchangy or sala unless Lha
lsase expiraz priof 10 Ihat dats, excapt through speciei agraemant with ths lazses.

RESERVATION-The stms rassrvas all righis and inlorasts 19 the t=nd undar this laaga other lhan those spaciically graniad by Ihis leasa. Thesa
resarvalions includa hut ara not imited (o the loligwing:

{a} MINERAL AND TIMBER RESERVATION=AIl coal, o, 33 and alher minerals and all deposils of slene, graval, sand, gems, and alhar noaminerals
vatusbla o building, mining or other commarcial purpasse and all Umper and Ifees ara axgaplad fram ihe aperation of this lease, The lessea shall hol
Gpan any mine or quarry or work or dig any of the miierals or nonminerals maniicred sbove fram any Ming Or any quamy, pit of ciggings siuated on
said tand whethar such mine, quarry, pil or diggings was opan al the data af Lhis laasa of riol. The easaa shall ot Sul, 506, ramova, usa or desiray any
such limbar daad or allva, or atanding or failan traas withoul Ihe 2pprapnate permil, licansa of leasn.

(h) ADDITIGNAL RESERVATIONS—~Tha stala reserves a fight-cl-way |0 the Urited Slaias ovar tha land above-dascrinad for ditchus, canaia, lunneis,
laizphane and Ieiegraph, and powsr ines now constructsd of 1o ba censlruclad by e Linited Slates Governmant in furlharance of the rectamalion of
afid |8nds. Tha staia aieo raservas tha right of granling righls-ol-way an the above-described land for oinar purpagas. The slais sisp raserves o ilsell
and its reprosantalives and other lassavs ar parmitios (ha right 1a anlar upcn the lands embraced by this (eaca for tha purpose of prospecling and
explaring for minerals and for the puspase of mining, ariling far, devaleping and remawving such minmmats and for calrying on @il oporallons relaled inerelo
and far any alher managemant ar adminsiralive purmoses: | a0 reserves (0 Hsell and il penmiliess tha rigni to entar upon tha sad lends for the
pupasa of culling and removing limber, wood and athar lorest products, ang for femaving graval, sand, building slone, and olher nonminerals. The
5lata resarvas the righl tg grant leenses, parmis or lG3EAE for any allarnative usas on elats lands.

NOXICUIS WEEDS ANG PESTS~Tha lessea agraas, at his own expange and coal, o keep |he land fraa fram noxiows waeds, ard I paxions weads
are prosant, Lhan charmical application ar other aporopriate wead conlrgi measuras Must oceur in tine to pravent seag-sai 3cCording Lo stala iaw angd
14 exlenminata nasis io the axient a3 raquirad by the Dapartmant. [n tha svent the land descibed in tis leasa shall be Inciuded in a waed control and
waed 5aad exierminaan district, the lesses ahall ba requirad (o Gamply with tha provisiong of Section T7-8-114, MCA, which pavidas as follows. "It
shalf be tha duly of the Board in teasing any agrizultural slals tandg 1o prowvids Ip such Jeade, thai tha jeisee of iands =o laasad lying willin tha boundaries
af any noxlaus wesd contral and wesd seed extermination disilel shail asaume and pay all assessmanis and Lawss leviad Qy the boarg of Counly
Cammiscioners far such disiriet on such stae lants, and such ssseasments and lax lovy shall b Imposad on such leases as a personal aroperty Lax
and shall be collectad by the County Traasurer In the same manner as reguiar parsonal property laxes ara coliected.” Faiura lo camply with this
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pravision wiun diteCiad tu d 6 by tha Departmant may reaull In Sarcehatian of NG aniira lzase

17 FiHC PREVENTION AND SUPPRESSION-Tha teisue af5umes il respensitiny (o6 carrying ur ar fis own cosl end expanse ail fira prevenilon and
SURPAUSSIaN wOrk NCRSSOrY OF FRGIFEd 10 PIOIEEL i torage, Weus, Biddings and Sucivies un he land. The lessae 15 nal respansinie for ne
Suppression of O d4nages rAsuiing From & lve caused by 4 ganerg( TUCTBANONG| uSLT. BICARI 1NAl e Of 276 Shukl inake FABSONADI aifors 1o SNDIBEE
tha fire 01 tuped 1150 1he propes Tueiighung autority or BOM, us cireumstancas digale,

4 UNLAWFLL LUSE OF LANDS OM PREMISES—If any [an uf Ina 1875 AraMmisas undur 1hjg 12852 ure used 7 AASwod of DAITINGA 16, Lw used far any
HUIRGSE CONlrary 13 INE laws of IRIS Slale of (he Unied Si1es. such unlawiul usa Shal in this UiSCrBLON Of the Boerd of Langd Commisyaners conshilute
sulficient reason for Ihe canculatian of thu leasa Tha lussae shall nal wilize or sliow 10 he uilized Ay 5118 fena UNOE; (6 102kE for pRrpALEs Ol

1han INé pupase (A which o & praniag

18 SURRENQER OF THE PREMISES UPON TERMINATION OF THE LEASE--Tha 1a$5EE snull upon Ih: uxpiravan, rangaliabon, oe terminalion of this
o pRACEIY yistd up a0 surmenday liw Aossesinm al ine 1ang W thie slank of Monians or kg URALS GF iG SubsdQUAN IALS~ES O7 jJranieas.

- INCREASED RENTAL—I Ine Monlana Lagisimuig or the Basid U kAN CUnirissIDNGrE fisies Ma (Anrais on 3lale 9razing or agriculiuce lands duing
the 1% ol this lease, thu lussas Bfjius |o pay Luch increased anial for 1he yeurs shar such hwioase nacomeas afucive, #50, N8 Ll rasarves the
fight le Agtermina 1ha grazng caparily of waid lands B 1uttly of f70in lima 10 M a3 e DIreciod 1 s discrancn shail a¢iarming hecessary and increase
F HUCTease INe ramtai Lherstn uccardingly, In lhe avanl e Diraticr shud incraass wr ducruase ine carrying sapazily of suid langs the lessae [T
10 iy 4n inrpasad of decressed rania 0asad upon Ing Queciors dsleinunuunn, Bnd 10 Gdjus byasiosk nwinbars accordingiy

21 INDEMNIFICATION-The lessee agrees 10 save harmisss and inderniufy thu Stats of Montana o any lasses 1 the Si8i@ 6oc2si00ut by tha levy of any

weaiigs. fnes, chie pas or asscesmenis made HQAINEl iNG abave [ands Of Lrops grown upant iy lands, by ma U 5 Govermment nésaus al any vialanon

of 0f AGNGLINMENCE willy, wny fadsfal larm ARQIAT W oiRar §Cls Uy tha 1e5sEG

from ima w0 rmy,

22 I AWE AND RULES--The legseg AQreas \n comply with a8 applicable |3ws und ries in eAGTh 9l the a3 of s laase, of wlich may,

ba adapiét.
23 MULTIPI E-USE MANAGEMENT~Pursuan o the ubligaliens impusad Ly law, 0 sdminsiér Slalo lands under ¥ mulupla-use Managemuni cancapt, =

he s(@18 (L0 vus 1ha [pR 1o diSpOAE Okunry aNd BN Y4GIusLs 10 1K ADave-cesCrped fud, SLDJRCI, NOwaver 10 §uCh ILErUELE QUBRERT 10 iNG |Chsaes unser ey

Ihe gomr § e R The lésuna may 0sA tha land andar e2au al any K 1o i public for yunaral racrasllonal uea.” as dalned in A H M,

VA, wllRBul advanced willen pefrussion af (he Depanment Peinssion 16 cloge lunds caregnicaily closad wnrier A R.M. 30 25,150 is nerety

granted and no fytlhur parmissan i fequiro.
24, LEASE WITHORAWAL--ANl ar any partian af the Tend under |6 May he wilRdrawn om (NS lesis Ly the swie The ussus shall he sndilad o

MEALONADIL compensdlon for any improvwmanis 1he sun. Tha jance My be Wilngeswil [0 promard I8 dulivs and responailohlius ol e Board of Land

CommisSusiasrs.
13 SPECIAL CONDITIONS-.

[3
IN WITNESS WHEREQF, T Siae al Moniana <nd the i8Ssed lleva CanSed NS (@ads 19 ba axaculad duplicaie ang ine Director of tha Dupanmen of
Naturad Resourcos and Cansanailan, purswant ia lha aunharity geanled him Sy Ihz S13t6 Board of Land Commisioners of Ine Siae of Moruand, hias heraunia
.20 . . ' .-

I8 M AN and alfixad 108 3431 of the seid Hoard of Land Camaussianers this - day of .

L ESSEE SIGNATURE TARECTON, DEPARTMENT OF RATURAL RESOURCES & CONSERUATION

by, . -

ADNRHESS OR BOX NG,

CITY STATE 2IR COUE



NEW MEXICO



JAN-18-2005 12:45 FROM:NM STATE LAND OFFICE SOS8275711 T0: 315433734344 p:os7

NEW MEXICO STATE LAND CEFICE
COMMISSIONER OF PUBLIC LANDS
NEW MEKICO STATE LAND OFFICE BUILDING
F.O. BOX 1148, SANTA FE, N B7504-1148B

AGRICULTURAL LEASE
LEASE NO. 652390

TEIS LEASE, DATED OCTORER 01, 20072 + 13 ENTERED INTO BY AND BETWEEN THE COMMISSIONER
OF PUBLIC LANDS, ¥EW KEZXICO STATE LAND DFFICE, STATE OF KEW WEXICD, HEREINAFTER CALLED
"LEZSS50R" AND:

CHAPPY'S C-Y LAND & CATTLE CO., INC.
HEREINAFTER CALLED "LESSEE(S)", WHOSE ADDRESS OF RECORD 18:

HCR 72, BOX 4
BUEY%gOS}NH_BB415;;

By e - i - 4
LESSOR AND LESSEE RGREE AND COVENANT AS FOLLOWS:
1. LEASE.

FOR AND IN CONSIDERATION OF AND SUBJECT TO 'THE RENTALS AND THE TERMS, COVENANTS,
CONDITIONS, AGREEMENTS, OBLIGATIONS, AND RESERVATIONS CONTAINED I¥ THIS LEASE AND ALL
OTHER EXISTING RIGHTS, LESSOR GRANTS AND LEASES TO LESSER AND LESSEE TBKES FROM
LESSOR THE TRACT(S} OF LAND DESCRIBED IN EXHIBIT A, ATTACHED HERETG AND INCORPURATED
HEREIN BY REFERENCE.

2. TERM. ' ) .

THE TERM OF THIS LEASE SHALL BEGIN ON OCIDEER 01, 2002 AND SHALL EXPIRE AT MIDNIGHT
SEPTEXBER 30, 2007. :

3. RENT.

THE ANNUAL RENTAL SHALL NOT BE LESS THAN THE MINIMUM RENTAL ESTABLISHED BY SECTION
19-7-29 RESA 1978 AND SHALL BE PAID IN ALVANCE FOR EACH LEASE YEAR AND RECEIVED IN
THE STATE LAND OFFICE ON OR BEFORE OCTORER l. THE ANKUAL RENTAL FOR GRAZING LAND
SHALL BE DETERMINED RS FOLLOWS : ANNUAL RENTAL = BASE VALUE X CARRYING CAPACITY ¥
ACREAGE X ECONCKIC YARIABLE INDEX (EVI), AS DEFINED BY BSLO RULE 8 “RELATING TO T
AGRICULTURAL LEASES" (19 N.M.A.C. 3, SLO 8.11). 1I¥ NO EVENT SHALL THE PRODUCT OF
THE APPLICATION OF THE EVI,FOR EACH SUCCESSIVE YEAR OF THE LEASE TFRN,BE DECREASED
OR INCREASED BY MORE THAN THIRTY-THREE AND ONE-THIRD PERCENT,IN TEE ©ASE OF GRAZING
RENTAL OFFERS ON OPEN ACREAGE OR PURSUANT 70 COMPETITIVE BID, LESSOR MAY ACCEPT
GRZATER RENTAL ANOUNTS THAN THOSE DETERMINED BY <THE FOREGOING FORMULZ, BUT THE
ANNUAL GRAZING BENTAL ODUE IN ANY LEASE YEAR SHALL NOT BE LESS THAN THE FORMULX
BMOUNT. THE ANNUAL RENTAL FOR CULTIVATED LAND, ASSQCIATED LAND AND CONSERVATION
RESERVE PROGRAX LARND SHALL BE DETERMINED HY LESSOR AND SHALL REMAIN UNCHANGED
DURING TEE TERM OF THE LEASE. THE TYPE OF LAND HEREBY LEASED AND THE ANNUAL RENTAL
RMOUNT FOR THIS LEASE SHALL BE AS SET OUT IN EXHIBIT A EEREIN.

4. PERMITTED USE.

LESSEE MAY USE THE LEASED PREMISES ONLY FOR SUCH OPERATIONS AND ACTIVITIES AS ARE
NECE3ISARY TO CARRY OVUT THE PURPCSES FOR WHICH THE LEASE 12 GRANTED AS SPECIFIED IN
EXHIBIT A, AND IN ORDER TO COMPLY WITH ALL APPLICABLE PROVISIONS OF LAW REGARDING THE
CARE AND PROTECTICN OF THE LEASED PREMISES.

D00 SLO 7-31-024103 $50.00F1 000 SLO 7-31-02Hi06  $6,015.45F4
00C 5.0 7-31-07H104 $50,00F4
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5. LIEN.

AS SECURITY FOR THE PAYMENT OF ANY RENT THAT IS OR XAY BECOME DUE AND UNPAID, LESSEE-
GRANTS TC LESSDR h FIRST AND PRIOR LIEN UPON ANY AND ALL IHPROVEMENTS AND CROPS ON
THE LEASED PREMISES.

6. IHPROVEMENTS.

NC IMPROVEMENWTS, EXCEPT A8 OTHERWISE PROVIDED BY LAW, SHALL BE PLACED ON THE LEASED
PREMISES WITHOUT THE PRIOR WRITTEN CONSENT OF THE LESSOR. ALL IMPROYVEMENTS PLACED ON
THE LEASED PREMISES IN VIOLATICN OF THIS PARAGRAPH SHALL BE CCNSIDERED AND TREATED AS
UNAUTHORIZED IXPROVEMENTS IN ACCORDANCE WITH THE APPLICAELE LAWS AND RULES.

7. AIIIGNMENT, SUBLEASE AND RELINQUISHMENT.

LESSEE SHALL NOT ASSIGN OR SUBLEASE THE LEASED PREMISES OR THE IMPROVEMENTS ON SAID
PREMISES WITHOUT THE PRIOR WRITTEN CONSENT OF LESSOR AND SUCH OTHER REQUIRENENTS AS

e~ PRESERIBED BY LAW OR RULE. AS PROVIDED BY LAW AND RULE ANY LEASE, IN GOOD STANSING,
MAY BE RELINQUISHED TO THE STATE. UPON RELINQUISHKENT BOWEVER, THE LESSEE SHALL NOT
BE ENTITLED TO 3 REFUND OF RENTALS PREVIOUSLY OWING AND PAID.

8. COLLATERAL ASSIGNMENTS.

ANY AGRICULTURAL LEASE MAY BE ASSIGNED AS COLLATERAL SECURITY SUBJECT TC THE EXPRESS
WRITTEN CONSENT CF THE LESSOR AND SUCH OTHER TERMS AND CONDITIONS AS FRESCRIBED BY
LiW OR RULE. THE APPROVAL OF A COLLATERAL ASSIGNMENT, HOWEVER, BHALL NQT PREVENT THE
CANCELLATION OF THE LEASE AND TERXINATION OF THE COLLATERAL ASEIGNMENT PUR THE
KONPAYMENT OF RENTALS OR OTHER VIOLATIONS OF THE LEASE TER¥S.

8. DEFAULT AKD CANCELLATION.

THE VIDLATION BY LESSEE OF ANY OF THE TERMS, CONDITIONS, OR COVENANTE OF THIS LEASE
OR THE NONPAYMENT BY LESSEE OF THE RENT DUE UNDER THIS LEASE SHALL AT THE OPTION QF
THE COMMISSIONER EE CONSIDERED A DEFAULT AND SHALL CAUSE THE CANCELLATION OF THIS
LERSE 30 DAYS AFTER LESSUR HAS SENT WRITTEN KOTICE OF SUCH DEFAULT TO THZR LESSEE ANT
TQ ANY HOLDERS OF COLLATERAL ASSIGNMENTS BY REGISTERED MAIL, ADDRESSED TO THE PCST
OFFICE ADDRESS OF RECORD, PROVIDED, HOWEVER, IF WITHIN THE THIRTY DAYS THE LESSEE OR
HOLDERS OF ANY COLLATERAL ASSIGNMENTS SHALL COMPLY WITH THE DEMAND MADE IN THE
NOTICE, CANCELLATION SHALL NOT BE MADE.

i0. RENEWAL.

ANY LESSEE WHO DESIRE3 TO SECURE A NEW LEASE SHALL MAKE AND FILE AN APPLICATION WITH
THE LESSOR ON OR BEFORE AUGUST 1 NEXT PRECEEDING THE EXPIRATION OF THIS LEASE. THE
RIGHT OF RENEWAL SHALL BE SUBJECT TO SUCH TERMS AND CONDITIONS AS PROVIDED FOR BY LAW
AND RVLE.

Al. RESERVATIONS.

A. LESSOR RESERVES THE RIGHT 70 EXECUTE LEASES ON THE LAND GRANTED BY THIS LEASE FOR
¥INING PURPOSES AND FOR THE EXTRACTION OF OIL, GAS, SALT, GEOTHERMAL RESOURCES,
AND OTHER MINERAL DEPOSITS THEREFROM AND THE RIGHT TO GO UPON, EXPLORE FOR, MINE,
REMOVE AND SELL SAME. LESSOR FURTHER RESERVES THE RIGHT TO SELL OR DISPOSE OF
NATURAL SURFACE PRODUCTS OF SAlD LANDS 'OTHER THAN GRAZING, AGRICULTURAL OR HORTI-
CULTURAL PRODUCTS AND TO GRANT SUCH COTHER RIGHTS~OF-WAY AND EASEMENTS AS PROVIDED
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BY LAW.

B. LESSOR RESERVES THE RIGHT 70 WITHDRAW PURSUANT TOQ RULE, UP TC 640 ACRES, BUT IN
NO CASE MORE THAN HALF, OF THE LAND HELD BY THIS LEASE.

12. COMPLIANCE WITH LAWSY  * =7

LESSEE SHALL AT ITS OWN EXPENSE FULLY COMPLY WITE AND BE SUBJECT TC ALL LAWS,
REGULATIONS, RULES, ORDINANCES, AND REQUIREMENTS OF LESSOR AND APPLICABLE QITY,
COUNTY, STATE AND FEDERAL AUTHORITIES AND AGENCIES WHICH HAVE BEEN OR MAY BE ENACTED
OR PROMULGATED, IN ALL MATTERS AND THINGS AFFECTING THE LEASED PREMISES AND
OPERATIONS THEREON. SUCH OTHER AGENCIES SHALL NOT BE DEEMED THIRD PARTY
RENEFICIARIES UNDER THIS LEASE,

12. HOLD HARMLESSE,

LESSEE SHALL SAVE AND HOLD HARMLESS, INDEMNIFY AND DEFEND LESSOR AND THE STATE OF NEW
MEXICQU, RND THEIR AGENT OR AGENTS, IN THEIR OFFICIAL AND INDIVIDUAL CAPACITIES, OF
AND FROM ANY AND ALL LIABILITY CLAIMS, LOSSER, OR DAMAGES ARISING QUT OF OR ARLLEGED
TO ARISE OUT OF CR INDIZZIYSY CLWNECTED WiTfH THE DPERATIONS OF LESSEE UNDER THIS
LEASE, OFF OR OX THE LEASED PREMISES OR ARISING QUT OF THE PRESENCE ON THE LEASED
PREMISES OF ANY AGENT, CONTRACTOR OR SUBCONTRACTOR QF LESSEE.

i4. AMENDMENT.

THIS LEASE SHALL NOT BE ALTERED, CHANGED OR AMENDED EXCEPT BY INSTRUMENT IN WRITING
EXECUTED BY LESSOR AND LESSEE.

15. WAIVER.
NO WAIVER OF ANY BREACH OR DEFAULT BY LESSEE OF ANY OF THE TERMS, CONDITIONS OR
COVENANTS CF THIS LEASE SEALL BE HELD TO BE & WAIVER OF ANY SUBSEQUENT BREACH. NO
WAIVER SHALL BE VALID OR BINDING UNLESS THE SAME IS IN WRITING AND SIGNED BY LESSOR.

16. DELINQUENT RENTAL.
ALL RENTAL PAYMENTS RECEIVED AFTER OCTOBER 1 OF EACE YERR SHALL BE CONSIDERED.
DELINQUENT AND SHALL BE SUBJECT 70 THE PAYMENT OF INTEREST AT A RATE OF ONE PERCENT
(1%) A MONTH FOR ANY FRACTION OF A MONTH. INTEREST SHALL ACCRUE FROM THE DATE THE
PAYMENT BECOMES DUE.

17. APPLICABLE LAW. . .
THIS LEASE SHALL BE GOVERNED BY THE LAWS OF THE STATE OF NEW XKEXICO.

18. SUCCESSORS IN INTEREST.
ALL TERNS, CONDITIONS AND COVENANTS IN THIS LEASE SHALL EXTEND TO AND BIND THE HEIRS,
ASSIGNS, AGENTS, ATTORNEYS, CONTRACTCRS AND SUCCESSORS IN INTEREST OF LESSOR AND
LESSEE.

13. CARRYING CAPACITY REEVALUATION.
THE LESSOR RESERVES THE RIGHT DURING THE TERX OF THIS LEASE, AND UPON THE LESSCR'S

DISCRETION, PO CONDUCT CBRRYING CAPACITY REEVALUATIONS AND MAKE THE NECESSARY
BDJUSTMENTS 70 THE LEASE AND RENTAL AS MAY BE REQUIRED.




JAN-13-2285 12:46 FROM:NM STATE LAND OFFICE SESS27571i1 T0:915833 734344 P57

I/WE CERTIFY,,THA WE ERM(S) REFERENCED DN THE FACE PAGE OF THIS LEASE.
. 77 ' S8 J7 -2 5§

LESSEE e TELEPHONE

{ )
LESSEE TELEPHONE

P poetld 2]

LESSOR-CLMMISSIONER OF FUBLIC LANDS

ACKNOWLEDGHENTE
NATURAL PERSON(S)

STATE OF NEW MEXICO )

> COUNTZ OF \ Laid o, ) ) ﬂ e "
- .. THE FOREGDING. INSTRUMENT WAS ACKNCWLEDGED BEFORE ME THIS 23 “DAY OF _ yyidoinee 2002,
‘ ;i v

BY

al

SANCHEZ

¥Y COMMISSION EXPIRE%:'

P NOTARY PUBLIC-NEW MEXIGO .
Mlm;_wxmmmmmm L 4 M_L@TS,—-

v
________ My Cornemiesion Expiron 1c~_~.- Ao A S fofp‘ff__PEEEIf\}_ L
. PARTNERSHIP
BTATE OF NEW MEXICO )
) *

CQUNTY OF )

THE FOREGOING INSTRUMENT WAS ACKNOWLEDGED BEFORE XE THIS DAY OF , 20 ,
BY .

(NAME OF PERSON ACKNOWLEDGED)
FARTNER (S5) ON BEHALF OF , A PARTNERSHIP.

MY COMMISSION EXPIRES:

NDTARY PUBLIC

CORPORATICN
STATE OF NEW MEXICOD )
}
COUNTY OF )

THE FOREGQING INSTRUMENT WAS ACKNOWLEDGED BEFORE ME THIS DAY OF . 20 ,
BY . OF
{NAME OF OFFICER) {TITLE CF OFFICER)

2 CORFORATION, ON BEHALF

{CORPORATION NAME)
OF SAIRD CORPORATION.

HY COMMISSION EXPIRES:

HOQTARY PUBLIC
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NEW MEXICO STATE LAND OFFICE

APFRAISEMEINT OF GRAZING AND AGRICULTURAL LANDS

COMMISSIONER CF PUBLIC LANDS
HEW MEXICOU STATE LRND OFFICE BUILDIXNG
PO BDX 1148, SANTA FE, NEW MEXICO B87504-1148

LESSEE: GEECTION 10 OF THE KEW MEXICO ENABLING ACT SPECIFICALLY REQUIRES THAT ALL
STATE LAKD TC BE LEASED BE APPRAISED AT ITS TRUE VALUE. STATE LAW, UNDER SECTION 15-7-1
N¥S5A 1978, FURTHER PRESCRIEES THAT SUCH APPRAISEMENT BE SECURED BY THE LBESSEE WHEN
ACDUIRING A LEASE AND THAT SUCH APPRAISEMENT BE COMPLETED BY A DISINTERESTED PERSCN. THE-
INSTRUCTIONS FOR THE COMPLETION OF THIS FORM ARE SET OUT BELOW.

APPRAISEMENT

INSTRUCTIONS: THIS INFORMATION MUST BE COXPLETED BY A DISINTERESTED PERSON AND BASED ON
TEAT INDIVIDUAL'S INFORMATION AND BELIEF. THIS FORK CANNOT BE COMFLETED BY A LICENSED
APPRAISER. {KMSA 1978, 61-30-16). YOU CANNOT PAY TO HAVE THIS FORM.COMPLETED. (NMSA 1978,
50-%0-3A). THE LAND MUST BE AFPRBISED AS VACANT, I1.E. WITHOUT IMPROVEMENTS, FOR BOTH SALE
AXD LEASE PURPOSES. IT MUST ALSC BE SIGNED BEFORE A NOTARY PURLIC.

1, W (ﬁ»hm.) , DO SOLEXNLY SWEAR (OR AFFIRM), UNDER

THE PENALTIES OF PENJURY, THAT AFTER HAVING PERSONALLY INSPECYED THE TRACT(S) OF LAND
CONTAINED IN LEASE NO. S 2P o AND DESCRIBED IN EXKIBIT A OF SAID LEASE, THAT MY

OPINION OF THE APPRAISED CASH VALUE OF SAME (WITHOUT IMPROVEMENTS) IS § 6. 9% PER
ACRE, IF SOLD, AND & 52,559 PER ACRE, FOR LEASE PURPOSES, AND CERTIFY THAT I aM XQT

INTERESTED IN SAID LAND FOR LEASING OR SALE THEREDF.

SIGNED me
ADDRESS\JO?m L
CITY/STATE &Mr’—ﬂ{ M. TR
‘ 20 0.

SUESCRIBEDC AND SWORN TD BEFORE ME THIS Zai-‘: DAY OF

h Al
NOTARY PUBLIC(_ )

MY COMKISSION EXPIRES:

16=1 so- 0

OFFICIAL SEAJL
JOHNNIE L SANCHEZ

NCTARY PUBLIC-NEW MEXICD
'+ NOTARY BOND FILED WITH THE SECRETARY OF STATE
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EXHIBIT A
" LEASE NO: 652390
SUBDIVISION SEC-TWN-RNG ACREAGE U PRICE CARRY
§ PER ChRP =
E  UNIT
LOT3 - - - - 01 20N 32B 16.24 6 - 15
SBANWA E25W4 5284 - - 01 20N 32E 200.00 G — 15
NE4NWa - - - - 12 20N 32E 40,00 ¢ - 15
EZSW2 - - - - 13 20N 328 80.00 G - 15
SW4NE4 NE4NW4 S2NW4 82 - 14 20N 32E 480.00 & - 15
W2NW4 - - - - 24 20N 328 80.00 G - 15
5Wa N25E4 - - - 04 20N 33E 240.00 G -~ 15
LOTL - - - - 05 20N 33 4,489 8 - 15
LOTZ - - - - ¢5 20N 3I3E 14.50 6 . - 15
LOT3 - - - - 05 20N 33E 14.52 ¢ - 15
LOT4 - - - - 05 20N 338 14.53 ¢ - . 15
ey 2 N282  Es — ) - - 05 20N 338 320.00 G - PUTTEL is
LOTE - - - .- 0B 20N 33E 43.60 G - 15
LOT7? - - - - 06 20N 33E 44,08 6 - 15
LOTA - - - - 07 20N 33E 44.06 G - 15
Lor3 - - - - 07 20N 3I3E 44,12 G - 15
LOT2 - - - - 07 20N 33E 44,20 G~ 15
LOTI - - - - 07 20M 33E 44,28 G - 15
NE4 - E2W2 - - - 07 20N 33E  320.00 ¢ -~ 15
w4 - - - - 0B 20N 33E 160.00 G - 15
LoT2 - - - - 18 20K 338 43.90 G - 15
LoT1 - - - - 18 20N 33E 42.90 6 - 15
NE4 E2NW4 - - - . 18 20N 33E 240.00 G - 15
N2 swa - - - 13 21N 328 48D0.00 G5 -~ 15
w2 SE4 - - - 24 21N 32E 480.00 G - 15
NE4 N2KW4 - - - 25 21N 328  240.00 G - 15
N2 N2s2 - - - 36 21§ 32E 4BO.DO G~ 15
SE4 - - - _ - 18 21N 33E 180.00 G - 15
¥E4 W2SE4 - .- - 19 21N 338 240.00 G - 15
W2 - - - - 32 21N 33E 320.00 3 - 15
S2E5W4 - - - - 33 21N 332 80.00 G - 15
TOTAL BCREAGE: . 5,086.20 TOTAL RENTAL: $6,015.45
RENEWAL LEASE
LEGEND: USE TYPE CODES
C= CONSERVATIOR RESERVE PROGRAM LAND, D= DRYLAND FARMING, G= GRAZING,
I= IRRIGATED CROPLAND, M= KORILE HOME OF LAND, RB= RSIP LAND, 1= GRAZING (BID),

7= DRYLAND FARMING (BID), 3= IRRIGATER CROPLAND(BID) 4= CRP(BID)
H= 1/2 SOUTH FOR TOWNSHIP, ©H= 1/2 EAST FOR RANGE

~ CARRYING CAPACITY RATES LISTED ARE BASED ON 640 ACRE PARCELS

5= RSIP(BID) ,
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STATE OF OREGON
. STATE LAND BOARD
DEPARTMENT OF STATE LANDS

Grazing Lease GR-INSERT NUMBER

The Oregon State Land Board and The Department of State Lands (STATE), hereby
leases to the person(s) herein named (LESSEE), the following described lands on the
terms and conditions stated herein, to wit:

NAME of LESSEE: ADDRESS:

- —

Land situated in INSERT COUNTY County more fully described as follows:
See Attachment 1; LEGAL DESCRIPTION

Total number of acres: INSERT ACRES more or less. *

SECTION 1 - TERM

1.1 Term: This Lease shall continue for a period of INSERT YEARS years
commencing on INSERT DATE and expiring on INSERT DATE.

1.2 Renewal: Upon lease expiration, this Lease shall be renewed by the STATE for a
like term as specified in Section 1.1 if:

(a)  The State Land Board determines that the lands for which this Lease is
issued should remain available for grazing purposes; and

(b)  The LESSEE is in good standing and has complied with the terms of this
Lease, the related laws and administrative rules and regulations, and any
applicable Rangeland Management Plan and amendments thereto.



2.1

2.2

3.1

4.1

4.2

SECTION 2 - USES

Purpose: This Lease is for grazing purposes only. The grazing capacity as
established by the STATE is INSERT NUMBER Animal Unit Months (AUMs).

Adjustment: The STATE reserves the right to redetermine the grazing capacity at
any time during the term of this Lease.

SECTION 3 - RENTAL

Rental: The rental to be paid for the first lease year beginning INSERT DATE, and
ending INSERT DATE, is SINSERT AMOUNT dollars, receipt of which is hereby
acknowledged. For subsequent lease years, the annual base lease rental will be
calculated by multiplying the grazing capacity by the base AUM rental rate as
established and adjusted pursuant to the Qrovi_sion_s of OAF. 141-110-090.

e

SECTION 4 - RESERVATIONS AND RESTRICTIONS

Compliance The STATE shall have access to the premises at all reasonable times
for the purpose of securing compliance with the tarms and conditions of this Lease.

Reservations: The STATE reserves:

(a)  The right to order the sale or exchange of all or any pc’ﬁrtion of the premises
at any time, subject to this Lease.

(b}  The right to lease and dispose of all coal, oil, gas, geothermal resources and
other minerals, and all deposits of clay, stone, gravel and sand valuable for
building, mining, or commercial purposes, and all timber, together with the
right to explore, mine, develop, produce and remove such minerals and other
deposits and timber with the right of ingress and egress thereto, and to
cancel this Lease as to any portion of the premises when required for these
purposes.

(c) The right to enter in and upon the premises at any time for purposes of
inspection or management.

(d)  The right at any time o grant easements across the premises for roadways,
ditches, canals, tunnels, telephone and telegraph lines, pipelines, power
lines, or other lawful purpose, with right of ingress and egress thereto.

(e)  The right to use or lease the premises or any part thereof at any time for any
purpose other than the rights and privileges granted by this Lease, so long

GR-INSERT NUMBER
Page 2 of 10



43

4.4

as the rights and privileges granted by this Lease are not substantlvely
impaired by the subsequent lease or use.

(f} All rights not expressly granted to LESSEE by this Lease are reserved by the
STATE.

Public Access and Use Reservation: All State land leased for grazing or
agricultural purposes shall be open and available to the public for recreational uses
unless restricted or closed by the STATE to public entry. LESSEE may request
written approval of STATE to prohibit or restrict recreational uses by the public on
ali or portions of the lease premises in order to protect (a) crops, (b) land cover, (c)
improvements on the land, (d) livestock, (e) lessee, or (f) the general public.

Restriction on Use: In connection with use of the premises the LESSEE shall:

(a)w‘ Contorm to appucable iaws and regulations of any public authorlty affecting
the premises and the use thereof and correct at the LESSEE's own expense
any failure of compliance created through the LESSEE's fault or by reason of
the LESSEL's use.

(b)  Take all reasonable precautions to protect the leased area from fire and
make every reasonable effort to report and suppress such fires as may affect
the lease area.

{c) Dispose of all waste in a proper manner and not allow debris, garbage or
other refuse to accumulate on the leased premises. If LESSEE allows
debris, garbage or other refuse to accumulate on the premises, STATE shall
have the right to remove the debris and collect the cost of such removal from
LESSEE.

(d) Not cut, destroy or remove, or permit to be cut, destroyed or removed, any
timber that may be upon the premises. The LESSEE shall promptly report to
the STATE the cutting or removal of timber by other persons.

(e)  Conduct all grazing and agricultural operations on the premises in a manner
which protects soil fertility and forage production, and does not contribute to
soil erosion, over-grazing, or noxious weeds.

(f) Maintain all buildings, wells, dams, windmills, fences, and other

improvements located on the premises in a good state of repair at the
LESSEE's expense.

GR-INSERT NUMBER
Page 3 of 10



4.5

5.1

2.2

5.3

5.4

6.1

Water Rights: If the LESSEE shall initiate or establish any water right on the leased
premises, such right shall become an appurtenance of the leased premises, and
upon the termination of the Lease, LESSEE shall convey the right to the STATE.

SECTION 5 - REQUIREMENTS

Assignment and Sublease: This Lease or any portion thereof may not be assigned,
mortgaged, sublet, or otherwise transferred without the prior written consent of
STATE. With such consent, STATE reserves the right to change any term or
condition of this Lease. Further, if LESSEE shall be a corporation or partnership
and if at any time during the term of this Lease any part or all of the corporate share
or partnership interest of the LESSEE shall be transferred by sale, assignment,
bequest, inheritance, operation of law, or other disposition so as to result in a
change in the present control of the Lease by the person or persons now owning a
majority of the corporate shares or change in the hoiding of the parinership interest,

- the transfer shall be deemed as requiring an assignment,and shall'te subjéct to

approval by STATE as provided in this paragraph.

Condition of Premises and Improvements: The premises and improvements on the
premises have been inspected and are accepted in their present condition. The
improvements shall be kept in as good condition by LESSEE as existed at the
commencement of the Lease allowing for reasonable wear and tear. Generally, the
premises shall be managed in a husbandlike manner so as not to cause damage to

the land or deterioration in the amount, type, or quality of forage as determined by

the STATE. Specifically, the premises shall be maintained in accordance with the
management plan as provided in Section 7. LESSEE shall be responsible for all
maintenance expenses unless otherwise designated in the management plan.

Liability: LESSEE agrees to defend and hold STATE harmless from any and all
claims suffered or alleged to be suffered on the premises or arising out of the
LESSEE's operations on the premises. Further LESSEE shall be responsible for
the payment of any fines or penalties charged against the premises as a resuit of
LESSEE's action in not complying with laws or regulations affecting the premises.

Assessments: LESSEE shall pay all taxes and/or assessments that may be legally
charged on public lands or related improvements which are levied against the
property subject to this Lease, whether or not such taxes and/or assessments have
been levied against the leasehold or STATE by the assessing agency.

SECTION 6 - MISCELLANEOUS

No Partnership: STATE is not a partner nor a joint venture with LESSEE in
connection with the business carried on under this Lease and shalt have no
obligation with respect to LESSEE's debts or other liabilities.

GR-INSERT NUMBER
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6.2

6.3

6.4

6.5

6.6

6.7

Non-Waiver. Waiver by either party of strict performance or any provisions of this
Lease shall not be a waiver nor prejudice the party's right to require strict '
performance of the same provision in the future or of any other provision.

Attorney Fees: If a suit or action is instituted in connection with any controversy
arising out of this Lease, the prevailing party shall be entitled to recover, in addition
to costs, such sums as the court may adjudge reasonable as attorney fees.

Binding Interest: This Lease shall be binding upon and inure to the benefit of the
parties, and the respective heirs, administrators, successors, and assigns of the
parties hereto.

Notices: Any notice required or permitted under this Lease shall be given when
actually delivered or when deposited in the U.S. Postal Service as foliows: .

To the STATE: To the LESSEE:
Department of State Lands

775 Summer Street NE

Salem, OR 97310-1337

Or at the address given by the LESSEE in the signature block of this Lease or as
shown on later official documents of record with this Lease.

L3

Liens:

(@)  No person shall have the right to file or place any lien of any kind or
character upon the land or improvements within the leasehold premises
without the prior written consent of the STATE.

(b)  Inthe event liens or other charges are placed on the leasehold premises,
- including land or improvements, arising out of LESSEE's actions directly or
indirectly, the LESSEE shall immediately cause such liens to be discharged.
The STATE may cancel this Lease if LESSEE fails to discharge such liens or
charges after 10 days notice to do so by STATE. LESSEE shall pay and
indemnify the STATE for all costs, damages or charges of whatsoever
nature, including attorney's fees, necessary to discharge such liens or
charges whether such costs, damages or charges are incurred prior or
subsequent to any cancellation of this Lease.

Default: The following shall be events of default:

(@)  Failure of LESSEE to pay any rent or other charge within 30 days after a
billing notice is sent by STATE.

GR-INSERT NUMBER
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(c)

Failure of LESSEE to comply with applicable laws, administrative rules,
management plans, or any terms or conditions or obligations of the Lease
within 30 days after written notice by STATE specifying the nature of the
deficiency. If the default is of such a nature that it cannot be completely
remedied within the 30-day period, this provision shall be complied with if
LESSEE begins correction of the defauit within the 30-day period and
thereafter proceeds with reasonable diligence and in good faith to effect the
remedy as soon as practicable.

Insolvency of LESSEE; an assignment by LESSEE for the benefit of
creditors; the filing by LESSEE of a voluntary petition in bankruptcy; an
adjudication that LESSEE is bankrupt or the appointment of a receiver of the
properties of LESSEE; the filing of any involuntary petition of bankruptcy and
faitlure of LESSEE to secure a dismissal of the petition within 30 days after
filing; attachment of or the levying of execution ori ifie ieasehold interest and
failure of LESSEE to secure discharge of the attachment or release of the
levy of execution within 10 days. If LESSEE consists of two or more
individuals or business entities, the events of default specified in this
paragraph shall apply to each individual unless within 10 days after an event
of default occurs the remaining individuals produce evidence satisfactory to
STATE that they have unconditionally acquired the interest of the one
causing the default. If the Lease has been assigned in compliance with
Section 5.1 of this Lease, the events of default so specified in this Section
shall apply only with respect to the one then exercising the rights of LESSEE
under the Lease.
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6.8

6.9

6.10

6.11

Termination Upon Default: [n the event of a default, the STATE shall have the right
to terminate this Lease by giving written notice of termination to LESSEE. Upon
such termination, the STATE shall have the right to re-enter said premises. The
STATE shall be entitied to recover from LESSEE all costs arising out of the reentry
and all costs of re-letting the premises. In the event the STATE elects to terminate
this Lease, LESSEE shall immediately vacate the premises. All improvements
located thereon shall be disposed of as provided by Section 8 of this Lease and as
agreed in any improvement permits issued to LESSEE.

STATE's Right to Cure Defaults:

(@)  If the LESSEE fails to perform any obtigation under this Lease, the STATE
shall have the option to perform the obligation of the Lease after 30 days
written notice ta the LESSEE. All of the STATE's expenditures to carry out
the obligation shall be reimbiitsed by the LESSEE on demand with interest
at the rate of one percent per month accrued from the date of expenditure by
the STATE.

(b)  Inthe event any violation or breach of the provision of this Lease is causing
damage to the leasehold premises or the LESSEE is utilizing the leasehold
premises in a manner not permitted by the provision of this Lease, or in any
case damages are occurring to the leasehold premises, the STATE may
immediately enter upon the leasehold premises and take such action as
necessary to cease such damages or use. In the event the damage or use
is occurring by reason of a violation or breach of the provisions of this Lease,
the LESSEE shall be liable for all costs incurred by the STATE by reasons of
such violations. The STATE, at its option, may send notice to the LESSEE
of such violations and LESSEE shall immediately cease such use or violation
and correct such violation.

Weed Control: The LESSEE shall control noxious weeds on the lease premises as
directed by the local county weed control district, or in 2 manner otherwise
approved by the STATE. Noxious weeds shall be those plants identified as such by
the county agent or local weed control district.

Termination for Sale or Exchange: The Lease is granted upon the express
condition that should the STATE hereafter find it to be in the best interest of the
STATE to sell or exchange the lands embraced in this Lease, then this Lease may
be terminated upon giving the LESSEE two (2) years notice, unless by mutual
consent of the STATE and the LESSEE, an earlier termination date of may be
fixed.
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6.12

6.13

6.14~

Buy-Out By STATE: The STATE shall have the right to purchase back from the
LESSEE all the rights and interests granted to the LESSEE by this Lease for any
portion of the leasehold premises at any time by paying to the LESSEE an amount
equal to $50 per Animal Unit Months (AUM) of the grazing capacity as established
by the STATE for the affected portion of the leasehold premises.

Holdover: If LESSEE does not vacate the leased premises at the time required,
STATE shall have the option to treat LESSEE as a tenant from month to month,
subject to all of the provisions of this Lease except the provisions for term and
renewal. If a month-to-month tenancy results from holdover by LESSEE under this
paragraph, the tenancy shall be terminable at the end of any monthly rental period
upon written notice from STATE given not less than 10 days prior to the termination
date which shall be specified in the notice. LESSEE waives any notice which would
otherwise be provided by law with respect to a month-to-month tenancy.

Governing Law: This Lease and all matters relating to this Lease, shallbe
governed by the laws of the State of Oregon and the rules and reguiations of the
Department of State Lands and State Land Board in force at the time any need for
interpretation of or decision regarding this Lease arises. The rights and
responsibilities of the LESSEE under this Lease which are granted or imposed by

. the laws of the State of Oregon or rules and regulations of the Department of State

6.15

6.16

6.17

Lands and State Land Board, are subject to change during the term of this Lease
as a result of the adoption, amendment, or repeal of statutes or rules.

Binding on Successors: This Lease shall be binding on and shall inure to the
benefit of the successors and assigns of the parties hereto, STATE and LESSEE,
but nothing in this section shall be construed as a consent by STATE to any
disposition or transfer of the Lease or any interest herein by LESSEE except as
otherwise expressly provided in this Lease.

Nondiscrimination: The leased premises shall be used in a manner, and for such
purposes, that assures fair and nondiscriminatory treatment of all persons without
respect to race, creed, color, religion, handicap, disability, age, gender, or national
origin.

Exhibits: All Exhibits to which reference is made in this Lease are incorporated in
this Lease by the respective references to them, whether or not they are actually
attached, provided they have been signed or initialed by all the parties. References
to "this Lease" includes matters incorporated by reference.
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7.1

7.2

8.1

8.2

8.3

8.4

SECTION 7 - OPERATION OF PREMISES

Rangeland Management Plan: If applicable pursuant to OAR 141-110-100, the
land is to be managed in accordance with the Rangeland Management Plan which
is attached as Exhibit A and is hereby incorporated as part of this Lease. The
STATE reserves the right to amend the Management Plan if in the opinion of the
STATE the management goals are not being realized.

Reporting: LESSEE shall report the actual use in terms of AUMs within 45 days
following LESSEE's receipt of Actual Use Form provided annually by STATE.

SECTION 8 - IMPROVEMENTS

Authorized |mprovements:. LESSEE must obtain written permission from STATE
prior to locating any new improvements ofi the property.

Unauthorized [mprovements: All improvements made on or to the premises without
the written permission of the STATE shall immediately become the property of the
STATE. STATE may at its option immediately remove the unauthorized
improvement or may allow the improvement to remain on the property.

Compensation For Facility Improvements: Upon expiration of the term of this

~ Lease, if the Lease is not renewed and LESSEE owns facility improvements, on

which the STATE has no lien for rentals or penalties, the STATE shall require any
new LESSEE of the premises to pay the former LESSEE the fair market
contributory value for such facility improvements at the time the LESSEE takes
possession thereof pursuant to the provisions of OAR 141-110-130. In the event
that the Lease is terminated by STATE and the Lease is not relet, STATE shall at
its option allow LESSEE to remove the facility improvement(s) or compensate
LESSEE for the fair market contributory value of the facility improvement(s). If
STATE and LESSEE are unabie to agree on the value, it shall be determined .
pursuant to the provisions of OAR 141-110-130.

Removal of Facility Improvements; Any facility improvements LESSEE is
authorized to remove must be removed within 60 days of the termination of the
Lease unless otherwise agreed by the parties. LESSEE shall be responsible for
any damage done to the premises as a result of the removal of the facility
improvements. Any facility improvements remaining on the property after the 60-
day period will become the property of STATE, unless otherwise agreed by the
parties.

SECTION ¢ - ENTIRE AGREEMENT
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9.1

ENTIRE AGREEMENT: THIS LEASE, TOGETHER WITH THE ATTACHED
EXHIBITS AND ATTACHMENTS, CONSTITUTES THE ENTIRE AGREEMENT
BETWEEN THE PARTIES. NO WAIVER, CONSENT, MODIFICATION OR
CHANGE OF TERMS OF THIS LEASE SHALL BIND EITHER PARTY UNLESS IN
WRITING. SUCH WAIVER, CONSENT, MODIFICATION OR CHANGE, IF MADE,
SHALL BE EFFECTIVE ONLY IN THE SPECIFIC INSTANCE AND FOR THE
SPECIFIC PURPOSE GIVEN, AND SHALL BE VALID AND BINDING ONLY IF IT
IS SIGNED BY EACH PARTY. THERE ARE NO UNDERSTANDINGS,
AGREEMENTS OR REPRESENTATIONS, ORAL OR WRITTEN, NOT SPECIFIED
HEREIN REGARDING THIS LEASE. LESSEE, BY THE SIGNATURE BELOW OF
ITS AUTHORIZED REPRESENTATIVE, HEREBY ACKNOWLEDGES THAT
LESSEE READ THIS LEASE, UNDERSTANDS IT AND AGREES TO BE BOUND
BY ITS TERMS AND CONDITIONS. THIS LEASE SUPERSEDES ALL PRIOR OR
EXISTING LEASE OR RENTAL AGREEMENTS BETWEEN THE PARTIES.

" Yhe LESSEE expressly agrees to ali covenants herein and binds him/her.selfw'fofthe':
payment of the rental herein before specified.

Executed this day of 20 DEPARTMENT OF STATE LANDS

Authorized Signature

a

Signed this day of , 20 . LESSEE

Signature

J\Progriefary\Grazing\Authorization\Grazing Lease.doc

10187
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JAN-18-2005 TUE 12:16 PM ST OF UT TRUST LANDS #DM  FAX NO. 8013550822 P02

'THE STATE OF UTAH
SCHOOL AND INSTITUTIONAL TRUST LANDS ADMINISTRATION
CRAZING PERMIT
PERMIT NUMBER AUM(S)

Type of Livestack

In consideration of the payment made and the covenants to be kept and performed, the State of
. .Utah acting by and through the School and Institutional Trust Lands Administration, hereinafter
ewemee tafetred 10 ag the Trust Lands Adminisiration, does hereby permit, let, and demise uuio:).. ..

hereinafier referred to as Permittee, the rights provided herein, in the following described
lands (the "Permitted Property") situated in County(s), state of
Utah.

Description of Permitted Property:

Containing acres, more or less.

This permit shall remain in effect, unless sooner terminated as herein provided, for a term of
15 years (not more than 15 years), beginning ; expiring . Season of
use:

This permit is granted subject to the following terms and conditions:

1. Permittee shall pay the Trust Lands Administration, in advance, the annual fee as
billed by the Trust Lands Administration which shall be based on an annual price per AUM
pursuant to rule and policy. The Trust Lands Administration reserves the right to adjust the
rental in any year, at any time, if, in the Trust Lands Administration's opinion, such a change
1s appropriate based on an increase or decrease in the number of permitted AUM's.

2. Permittee shall have the right to use the Permitted Property only for the purpose of
grazing livestock. The Trust Lands Administration reserves the right to determine the
number and kinds of livestock, and season of use. If the Permitted Property is located
within a Federal allotment, the number and kinds of livestock, and season of use will be as
authorized by the Federal agency, unless the Trust Lands Administration authorizes
otherwise,

3. Permittee shall report annually and otherwise, on demand, in writing to the Trust
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Lands Administration setting forth the identity of all persons utilizing this grazing permit.
Such report shall include name and address of users together with character of livestock
operated on the Permitted Property.

4. The Trust Lands Administration may sell or exchange the Permitted Property, in
whole or in part, as it may desire, and Permittee shall quit the premises within 30 days of
such sale or exchange, provided that the Trust Lands Administration shall send notice of sale
or exchange to Permittee. The Trust Lands Administration also reserves the right to
terminate this permit in whole or in part after not less than 60 days written notice in order to
facilitate-a-higher-and hener.uge, o

5. The rights reserved by the Trust Lands Admmistratlon mcludc but are not limited to,
the following:

a. Lease the Permitted Property to third persons for mining or exploration for coal,
oil, and gas, and all other minerals.

b. Issue special use leases, timber sales, materials permits, easements, rights of entry
and any other interest in the Permitted Property.,

»
*

¢. Issue permits for the harvesting of seed from plants on the Permitted Property. Tf
loss of use occurs from harvesting activities, a credit for the amount of loss shall be
made to the following year's assessment,

d. Enter upon and inspect the Permitted Property or to allow scientific studies upon
the Permitted Property at any reasonable time.

e. Allow the public the right to use the Permitted Property for purposes and periods
of time permitted by board policy and Trust Lands Administration rules,

f. Close roads on the Permitted Property for the purpose of range or road protaction,
or other administrative purposes.

g. Dispose of the all or a part of the Permitted Property without compensation to the
permittee, subject to the right to be compensated for improvements as provided for in
R850-50-1100(7) or such other rule as may be adopted.

h. Terminate a grazing permit in order to facilitate higher and better uses of the
Permitted Property, as determined by the Trust Lands Administration.

6. Permittee shall not cause waste upan the Permitted Property by improper grazing use
or otherwise, and shall comply with good conservation practices to safeguard and improve
water and other surface resources and shall comply with the Trust Lands Administration’s
requirements and requests respecting conservation practices.
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7. Permittee shall not assign, sublet, mortgage, pledge, or otherwise dispose of any
interest in the permit without the written consent of the Trust Lands Administration and
payment of any fees assessed by the Trust Lands Administration. To do 50 shalj
automatically, and without notice, work a forfeiture and cancellation of the permit. Consent
for assignment or subletting shall only be given if such consent is compatible with the best
interests of the beneficiaries and long-term management of the land and will not
unreasonably conflict with the interests of other permittees in the area. The assignment or
subletting of this permit shall not release Permittee from any liability hereunder.

8. . Itisunderstood this permit is issued only under such title as the Trust Lands
Administration may have and that the Trust Lands Administration does not warrant its titls; . - " -
and, in case of title failure, Permittee shall not be entitled to claim any refund or rentals paid

to the Trust Lands Administration.

9. Permirttee shall not initiate or establish any water right on the permitted premises
except in the name of the State of Utah, School and Institutional Trust Lands Administration.
Such right initiated or established shall become an appurtenance to the Permitted Property,

10, This permit is deemed to incorporate by reference all provisions of applicable laws
and rules and regulations of the Board of Trustees for the School and*Institutional Trust
Lands Administration, and will be deemed modified whenever such rules and regulations are
amended hereafter. NOTE: Copies of the Range Management Rules and grazing permit
documents are available for review at any of the Trust Lands A dministration offices.

Attention Permittee: Read Sections 11 and 12 carefully
Sections contain indemnity and waiver provisions

11. Permittee agrees to indemnify, defend and hold the Trust Lands Administration
harmless from any and all ctaims, damages, losses and expenses, including attorneys fees,
on account of bodily injury, death or damage to property resulting from Permittee's activities
on the Permitted Property or on account of any fire on the Permitted Property caused by
permittee or its activities on the Permitted Property.

12, Permittee acknowledges that it has been afforded an opportunity to inspect the
Permined Property and, based upen such inspection, hereby accepts the permitted land in its
existing condition, subject to all existing hazards to person or property - whether natural or
manmade. Based on such acknowledgment and acceptance and in consideration for the
grant of this Grazing Permit, Permittee does hereby release and forever discharge the State
of Utah, the Trust Lands Administration, and its officer and employees, from any and all
liability, claims, damages, causes of action or expenses for any bodily injury, death or
property damage which is suffered by Permitiee and occurs in connection with Permittee's
use of the Permitted Property pursuant to this Grazing Permit,

3. This Grazing Permit constitutes the entire agreement between the parties, and
supersedes any and all prior agreements or representations. Permittee acknowledges its
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contractual right to use the Permitted Property is governed solely by this Grazing Permit,
and Permittee waives all claims to the Permitted Property except as granted by this Grazing
Permit, '

IN WITNESS WHEREOF, T have hereunto set my hand this day of
, 20

SCHOOL AND INSTITUTIONAL
TRUST LANDS ADMINISTRATION

By:

APPROVED AS TO FORM
MARK L. SHURTLEFF
ATTORNEY GENERAL

By:/s/ John W. Andrews
Special Assistant Attorney General - Form tovised 3/25/96
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STATE OF WASHINGTON
DEPARTMENT OF NATURAL RESOURCES
DOUG SUTHERLAND, Commissioner of Public Lands

GRAZING LEASE -

1}
§

Lease No. «Lease No»

BY THIS LEASE, the STATE OF WASHINGTON, Department of Natural Resources,
hereinafter called the “State,” leases to «Lessee_Namen, hereinafter called the “Lessee,” the
premises in «County» County, Washington, the legal description, encumbrances, and
reservations, if any, of which are set forth in Exhibit 1A. This lease is made upon the terms and
conditions and for the consideration enumerated herein. All exhibits to this lease are attached
and incorporated herein. *

SECTION 1 OCCUPANCY

1.01 Lease Term. This lease is effective as of «StartDate», or date of signature by the State,
whichever is later, and shall expire on «EndDaten.

1.02  Condition of Premises. Taking possession of the lease premises by the Lessee shall
constitute acknowledgment by the Lessee that the lease premises are in good and tenantable
condition and that the lease premises are in all respects suitable for the uses permitted in Section
2. The State has no obligation to make any repairs, additions, or improvements thereto and
expressly disclaims any warranty that the lease premises are suitable for such permitted use(s).

SECTION 2 USE OF PREMISES

2.01 Permitted Use. For this lease, the following use(s) and no other use(s) is/are permitted:

PERMITTED USE ACRES
Grazing «Crazing_Acres»
«Permitted  Use2» «Acres2y»
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In the event the Lessee desires a change in acreage, crops, or use, including grazing,
authorization must be obtained in advance and in writing from the State. Approval may be
conditioned upon adjustment of the payments identified in Section 3, in accordance with changes
in acreage, crops, or use. Permitted use(s) may be further limited by Section 6. The Lessee shall
put the lease premises to full beneficial use in accordance with customary industry standards, the
permitted use(s), acres, and crop(s) designated herein, and any plan of development schedules
identified herein. Failure to do so will be grounds for default.

2.03  Plan of Development. Any proposed changes in acreage, crops, or use of the lease
premises must be submitted in writing to, and approved by, the State as a plan of development.
The State will review the plan and, if acceptable, issue written approval. The Lessee shall
perform all development according to the agreed upon terms of the plan of development.

. 2.08 Limitations on:Use. In connecction with use of the lease premises, the Lessee shall:

e e -

1. Conform to all applicable laws, rules and regulations of any public authority
affecting the lease premises. The Lessee shall provide to the State, within ten (10)
days of receipt of same, a copy of any notice received from any public authority
which indicates that the Lessee is not in compliance with applicable laws, rules
and regulations. In addition, the Lessee shall bear, at the Lessee's sole expense,
any costs associated with bringing the lease premises into compliance, including
any attorneys’ fees, costs, fines or penalties;

L]

2. Remove no valuable material or timber, without prior written approval of the
State;
3. Take all reasonable precautions to protect the lease premises from fire, and make

every effort to report and suppress such fires as may occur;

4, Obtain all applicable licenses or permits;
5. Use only electric fencers approved by Underwriters Laboratories;
6. Not live, reside, or permit others to live or reside on the lease premises without

prior written approval from the State.
SECTION 3 PAYMENT

Payments made hereunder will be applied first to interest then to outstanding or delinquent rent,
leasehold tax and other charges owed, then to current rent, leasehold tax, and charges.
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3.01 Cash Rent. The Lessee shall pay to the State, in advance, the required rent of
$«CashRentAmt301» for the period of «StartDate» to «CashRentEndDate», with the same
amount due «BillingCycle» thereafter, subject to Subsection 3.08.

Conservation Reserve Program. All revenue from participation in the Conservation Reserve
Program or similar non-tillage program shall be shared as follows:

I When participating in any Standard Contract sign-up(s) the shares shall be 46.04
percent to the State, and 53.96 percent to the Lessee. When any contract includes
a maintenance rate within the rental rate per acre, the maintenance amount shall
first be deducted from the contract amount and the above percentages shall then
be applied to the net. Any maintenance expense shall be the sole responsibility of
the Lessee.

2. When participating in any Continuous Contract sign-up(s}.or the Conservation
Reserve Enhancement Program the shares shall be as outlined in Subsection 3.02
under Cereal Grains. When any contract includes a maintenance rate within the
rental rate per acre, the maintenance amount shall first be deducted from the
contract amount and the above percentages shall then be applied to the net. Any
maintenance expense shall be the sole responsibility of the Lessee.

Unless otherwise agreed upon, if the Lessee is enrolled in one or more Conservation Reserve
Program Contract(s) that extend beyond the expiration of this lease and the Lessee is not issued a
new lease for the premises at its expiration, the Lessee shall take all necessary action to terminate
its participation and relinquish its rights in the Conservation Reserve Program Contract(s) to
allow the State or the new lessee or owner to become a successor to the existing contract or a
participant to a new contract under the same terms and conditions as the existing one.

The Lessee shall be reimbursed the residual value of the Lessee’s actual expenses incurred to
establish eligible practices required by the existing Conservation Reserve Program Contract(s)
subject to the following: Actual expenses will be taken from Form AD-245, or a similar form
approved by the Commodity Credit Corporation, and offset by all cost-shares received from or
payable by the Commodity Credit Corporation and any other source. Straight line depreciation
will be used to determine the residual value of these expenses over the duration of the
Conservation Reserve Program Contract(s) with a salvage value of zero at the expiration of the
contract(s). The residual value of these expenses will be collected at the time of public auction
and the money so collected will be remitted to the Lessee, less the value of any damages or waste
to the property caused by the Lessee.

3.05  Counterclaim, Setoff, or Abatement of Rent. Rent and all other sums payable by the
Lessee hereunder shall be paid without the requirement of prior notice or demand by the State,
and shall not be subject to any counterclaim, setoff, deduction or defense and without abatement.
The obligations and liabilities of the Lessee hereunder shall in no way be released, discharged or
otherwise affected.

Grazing Lease 3 Lease No, «Lease_No»



3.06 Interest Penalty for Past-Due Rent and Other Sums Owed. The Lessee shall pay
interest at the rate of one percent (1%) per month (or at such higher rate as may be authorized by
statute after the commencement date hereof), until paid, on rent or other sums owing under the
terms of this lease, commencing the date such rent or other sum is due and payable. In the event
the State pays any sum or incurs any expense which the Lessee is obligated to satisfy or pay
under this lease, or which is made on behalf of the Lessee, the State shall be entitled to receive
reimbursement thereof from the Lessee upon demand, together with interest thereon from the
date of expenditure at the rate stated above.

3.08 Adjustment of Cash Rent. The cash rent shall be subject to adjustment by the State not
more than once every five (5) years; such adjustment shall be determined by the State through an
evaluation of fair market rental value.

The State does not waive its right to adjust or revalue rent under this subsection by any failure to
adjust or revalue at the end. ofan adjustment-period, and shall retain the authority to adjust or
revalue the Lessee’s rent or re-evaluate rent at any point subsequent to an adjustment period.

3.10 Tax Compliance. If the State must pay any taxes, penalties or interest because of the
Lessee’s failure to pay such taxes, penalties or interest, the Lessee shall immediately reimburse
the State for such expenditures and the obligation shall accrue interest until paid.

SECTION 4 RESERVATIONS
4.01 Compliance. The State shall have access to the lease premises at all reasonable times to
determine and secure compliance with this lease. Failure to inspect or enforce compliance shall
not be construed as a waiver of the State's right to declare a breach, nor relieve the Lessee of any
liability to the State for any breach of the terms, conditions, or requirements of this lease.

4.02  Access. The State reserves the right to grant easements on the lease premises. The
easement applicant may be required to remedy any damages to the leasehold.

Insert 4.02a (OPTIONAL),

The Lessee’s plan of development and placement of improvements must be such that access to
State’s adjacent ownership, if any will not be impaired.

4.03  Uses. The State reserves the right to lease the lease premises for other uses which are

compatible with the Lessee's permitted use(s). The Lessee's permitted use(s) are set forth in
Subsection 2.01.
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4.04 Public Hunting, Fishing and Nonconsumptive Wildlife Activities. The premises shall
be open and available to the public for purposes of hunting, fishing and nonconsumptive wildlife
activities, unless a closure 1s authorized in writing by the State, as stated in RCW 79.10.125. In
the event that a closure is authorized for hunting, fishing or nonconsumptive wildlife activities,
any or all, the Lessee shall post the premises accordingly with signs to inform the general public
of such closure. Authority to close the premises may be given to protect interests of the Lessee,
the State, or the general public.

4.05 Resource Disposal. The State reserves the right to sell, lease or otherwise dispose of
minerals, coal, otl, gas, gravel, stone, forestry resources or other valuable materials from the
lease premises. The Lessee shall be entitled to payment for damages to its leasehold interests
caused by the disposal of such materials.

4.06 Roads. During the term of this lease, the Lessee is granted, subject to rights previously
granted, a nonexclusive easement to use ex1stmg roads on the lease premises only for permitted:
operations under this lease. The State reserves the right to build roads and grant easements to
others to use new and existing roads, subject only to a ratable reduction in, by equitable division
with other users, the cost of maintenance and repair of such roads. The Lessee may not construct
new roads or undertake any modification or alteration to existing roads without the prior written
consent of the State.

Insert File: 4.07 Right of Way (OPTIONAL).

4.08 Non-Default Termination. In response to a written request from the Lessee asking to
surrender the leasehold, the State may, at its sole discretion, terminate all or part of this lease
upon satisfaction by the Lessee of all outstanding rents, duties, and obligations. The State may
condition the surrender upon payment of a fee to be set by the State.

This lease is also subject to termination upon sixty (60) days’ written notice in the event the State
includes the lease premises in a plan for higher and better use, land exchange, or sale. The
Lessee will be allowed to use the lease premises for the remainder of the current grazing season
for grazing purposes and/or for the remainder of the farming season to harvest any permitted
crop, subject to the permitted use(s) set forth in Subsection 2.01.

+

SECTION 5 REQUIREMENTS

5.01 Assessments. The Lessee shall pay all assessments that may be charged against the lease
premises. Assessments for improvements shall be paid in an amount proportionate to the
remaining term of this lease and the life of the improvements, unless otherwise provided in
writing by the State. The Lessee's obligations under this subsection are not limited to
assessments relating to the encumbrances (if any) listed in the legal description referred to in
Exhibit 1A of this lease, but extend to all assessments that may be charged against the lease
premises, including, but not limited to, weed assessments, watershed protection district
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assessments, conservation district assessments, storm water runoff assessments, and local
improvement district assessments.

5.02  Utilities. The Lessee shall be liable for all electrical power and other utility charges or
expenses, including power mimimums and disconnect charges incurred prior to termination or
expiration of this lease. '

5.03 Taxes. The Lessee shall pay all federal, state and local taxes including, but not limited
to, personal property tax and leasehold excise tax that may be charged against the lease and
improvements located on the lease premises.

|
5.04 Insolvency of Lessee. If the Lessee becomes insolvent, bankrupt, or has a receiver
appointed, the State may terminate this lease. Insolvency as used herein will mean the inability
of the Lessee to meet obligations as they come due.
5.05 Insurance/Indemnity/Iold Harmless. To the fullest extent permitted by law, the
Lessee shall indemnify, defend and hold harmless the State, agencies of the State and all
officials, agents and employees of the State, from and against any and all claims, including
claims by the Lessee's employees, agents, and contractors, arising out of or resulting from any
act or omission of the Lessee, its agents, employees and contractors while operating under this
lease or at the lease premises. "Claims" as used in this subsection means any financial loss,
claim, suit, action, damage, or expense, including but not limited to attorney's fees, attributable
to bodily injury, sickness, disease, or death, or injury to or destruction of tangible property
including loss of use resulting therefrom. The Lessee's obligation to indémnify, defend and hold
harmless the State shall not be eliminated or reduced by any actual or alleged concurrent
negligence of the State or its agents, agencies, employees and officials. The Lessee waives its
immunity under Title 51 to the extent it is required to indemnify, defend and hold harmless the
State and its agencies, officials, agents or employees.

General Insurance Requirements. The Lessee shall, at all times during the term of the
lease at its cost and expense, buy and maintain insurance of the types and amounts listed below.
Failure to buy and maintain the required insurance may result, at the State's option, in'default of
this lease.

All insurance and surety bonds should be issued by companies admitted to do business within the
State of Washington and have a rating of A-, Class VII or better in the most recently published
edition of Best’s Reports. Any exception shall be reviewed and approved by the State's Risk
Manager, before the lease is executed. If an insurer is not admitted, all insurance policies and
procedures for issuing the insurance policies must comply with Chapter 48.15 RCW and

284-15 WAC.

Before starting work under this lease, the Lessee shall, at the State’s request, furnish the State at
its Region Office with a certificate(s) of insurance, executed by a duly authorized representative

of each insurer, showing compliance with the insurance requirements and lease.
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The State shall be provided written notice before cancellation or non-renewal of any insurance
referred to therein, in accordance with the following specifications:

1. Insurers subject to 48.18 RCW (Admitted and Regulated by the Insurance
Commissioner): The insurer shall give the State forty-five (45) days advance
notice of cancellation or non-renewal. If cancellation is due to non-payment of
premium, the State shall be given ten (10) days advance notice of cancellation.

2. Insurers subject to 48.15 RCW (Surplus lines): The State shall be given twenty
(20) days advance notice of cancellation. If cancellation is due to non-payment of
premium, the State shall be given ten (10) days advance notice of cancellation. -

Sublessee(s) and assignee(s) must comply fully with all insurance requirements stated herein.
The Lessee shall include all sublessee(s) and assignee(s) as insureds under all required insurance
policies, or-shall furnish separate certificates of insurance and endorsements for each sublsssee

or assignee. Tailure of sublessee(s) or assignee(s) to comply with insurance requirements does

not limit the Lessee’s liability or responsibility.

The State, its elected and appointed officials, agents and employees shall be named as an
additional insured on all general liability, excess, umbrella and property insurance policies.

All insurance provided in compliance with this lease shall be primary as to any other insurance
or self-insurance programs afforded to or maintained by the State.

The Lessee waives all rights against the State for recovery of damages to the extent these
damages are covered by general liability or umbrella insurance maintained pursuant to this lease.

If the Lessee is self-insured, evidence of its status as a self-insured entity shall be provided to the
State and incorporated in the lease. If requested by the State, the Lessee must describe its
financial condition and the self-insured funding mechanism.

By requiring insurance herein, the State*does not represent that coverage and limits will be
adequate to protect the Lessee, and such coverage and limits shall not limit the Lessee's liability
under the indemnities and reimbursements granted to the State in this lease.

The limits of insurance, which may be increased by the State, as deemed necessary, shall not be
less than as follows:

Description Commercial General Liability (CGL) Insurance
General Aggregate Limit $1,000,000
Each Occurrence Limit $500,000

The Lessee shall maintain commercial general liability (CGL) insurance and, if necessary,
commercial umbrella insurance with a limit of not less than the amounts listed above per each
occurrence. If such CGL insurance contains aggregate limits, the General Aggregate limit shall
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be at least twice the “each occurrence” limit. CGL insurance shall have products-completed
operations aggregate limit of at least two times the “each occurrence” limit.

CGL insurance shall be written on Insurance Services Office (ISO) occurrence form CG 00 01
(or a substitute form providing equivalent coverage). All insurance shall cover liability arising
out of lease premises, operations, independent contractors, sublessees, assignees, products-
completed operations, personal injury and advertising injury, and liability assumed under an
insured contract (including the tort liability of another party assumed in a business contract), and
contain separation of insureds {cross liability) condition.

Emplover's Liability Insurance and Worker's Compensation Insurance. The Lessee shall
buy employers liability insurance and, if necessary, commercial umbrella liability insurance with
limits not less than $1,000,000 each accident for bodily injury by accident or $1,000,000 each
employee for bodily injury by disease.

The Lessee shall comply with all State of Washington workers compensation statutes and
regulations. Workers compensation coverage shall be provided for all employees of the Lessee
and employees of any assignees or sublessees. Coverage shall include bodily injury (including
death) by accident or disease, which arises out of or in connection with the performance of this
lease. Except as prohibited by law, the Lessee waives all rights of subrogation against the State
for recovery of damages to the extent they are covered by workers compensation, employers
liability, commercial general liability or commercial umbrella liability insurance.

If the Lessee, sublessee or assignee fails to comply with all State of Washington workers
compensation statutes and regulations and the State incurs fines or is required by law to provide
benefits to or obtain coverage for such employees, the Lessee shall indemnify the State.
Indemnity shall include all fines, payment of benefits to the Lessee, sublessees, assignees,
employees, or their heirs or legal representatives, and the cost of effecting coverage on behalf of
such.

Business Auto Policy. The Lessee shall maintain business auto liabilify and, if necessary,
. commercial umbrella liability insurance with a limit not less than $1,000,000 per accident. Such
insurance shall cover liability arising out of “Any Auto”.

Business auto coverage shall be written on ISO form CA 00 01, or substitute liability form
providing equivalent coverage. If necessary, the policy shall be endorsed to provide contractual
liability coverage and cover a “covered pollution cost or expense” as provided in the 1990 or
later editions of CA 00 01.

The Lessee waives all rights against the State for the recovery of damages to the extent they are
covered by business auto liability or commercial umbrella liability insurance.

Insert 5.05B4 Insurance for State-owned Equipment and Structures (OPTIONAL)
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5.06 Records. The Lessee shall prepare, maintain, and keep records in accordance with
acceptable record keeping practices. A clear, complete, detailed record and accounting of
business of every kind and character affecting payment due the State and crop production, shall
be maintained at a location in Washington, for a period of at least three (3) years following: (1)
each harvest; (2) payment of rent; or, (3) the date accounting is provided to the State, whichever
is later. Further, the Lessee shall prepare, maintain, and keep records of management practices
conducted on the lease premises, including, but not limited to, the use of pesticides, for the term
of this lease or as required by law.

5.07 Right to Examine Books and Records. The acceptance by the State of any payment
under Section 3 herein shall be without prejudice to the State’s right to examine the Lessee’s
books and records to verify the amount of crops and/or proceeds received by the Lessee from the
lease premises. The Lessee shall authorize and permit the State or its agents to examine any and
all books, records and files of all kinds for the confidential use of the State for the purpose of
detsrmining and enforcing compliance with the provisions of this lease: Lo

3.10  Conservation Plan. Prior to cultivating any previously uncultivated land on the lease
premises, the Lessee shall agree to and comply with a conservation plan prepared and approved
by the Natural Resource Conservation Service (NRCS) before disturbing any vegetation or soil
on the lease premises. The Lessee shall furnish to the State a copy of the approved conservation
plan fifteen (15) days prior to disturbing any vegetation or soil on the lease premises. The plan
shall be partial fulfillment of the requirements set forth in Subsection 6.02(1).

Insert File: 5.11 HOP (OPTIONAL), and insert Exhibit SA; if needed
SECTION 6 MANAGEMENT

6.01 Weed Control. The Lessee shall control all noxious weeds on all lands under this lease,
The Lessee shall be responsible for, or shall immediately reimburse the State, any noxious weed
control cost incurred as a result of the Lessee's failure to control noxious weeds on said leage
premises.

6.02 Management. The Lessee shall manage and maintain the lease premises, and all
improvements regardless of ownership thereof, in accordance with customary standards of the
mdustry. In addition, the Lessee shall:

1. Follow the “Resource Management Plan” (RMP) attached hereto as Exhibit 6A
and by this reference made a part hereof. The State shall have the right to amend
the RMP to meet future needs or changes in circumstances.

2. Ubpon request of the State, and jointly with the State, enter into a “Management
Agreement” (MA) which, by this reference shall be made a part of this lease,
identifies specific management objectives for the Lessee's operation and the
specific steps or practices which the Lessee shall implement in order to meet these
objectives. The Lessee shall meet the specific management objectives by the
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dates outlined in the MA. The State shall have the right to amend the MA to meet
future needs or changes in circumstances.

The Lessee acknowledges that a “Coordinated Resource Management” (CRM)
plan either has been or may in the future be developed between the Lessee, the
State and other landowners in the general location of the lease premises for the
protection, preservation, and use of agricultural and grazing premises under
multiple ownership. The Lessee hereby agrees to cooperate voluntarily with the
State and other landowners to develop a CRM plan. Once a CRM plan is
developed, the terms of the CRM plan shall become a part of this lease.

Insert File; 6.02C Paragraph #7 (OPTIONAL),

6.03 Federal Farm Program. The Lessee shall conform with United States government
federal farm programs as they now exist, or as thev may be amended, to maintain the State's
eligibility to obtain payments related to program participation. Deviations from such programs
are permissible only if allowed, in advance, in writing by the State. Participation in any land
retirement program must have prior written approval from the State.

6.10 Deleterious, Hazardous, Toxic, or Harmful Substances.

1.

Grazing Lease

Deleterious Material. The Lessee shall not make, or suffer to be made, any filling
in of the lease premises or any deposit of rock, earth, ballast, refuse, garbage,
waste matter, chemical, biological or other wastes, hydrocarbons, any other
pollutants, or other matter within or upon the lease premises, except as approved
in writing by the State. If the Lessee fails to remove all nonapproved fill material,
refuse, garbage, wastes or any other of the above materials from the lease
premises, the Lessee agrees that the State may, but is not obligated to, remove
such materials and charge the Lessee for the cost of removal and disposal.

Hazardous, Toxic, or Harmful Substances.

a. The Lessee shall not keep on or about the lease premises, any substances
now or hereinafter designated as or containing components now or
hereinafter designated as hazardous, toxic, dangerous, or harmful, and/or
which are subject to regulation as hazardous, toxic, dangerous, or harmful
by any federal, state or local law, regulation, statute or ordinance
(hereinafter collectively referred to as ‘“‘Hazardous Substances™) unless
such are necessary to carry out the Lessee's permitted use(s) under
Subsection 2.01 and unless the Lessee fully complies with all federal, state
and local laws, regulations, statutes, and ordinances, now in existence or
as subsequently enacted or amended.
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b. The Lessee shall:

(1) Immediately notify the State of (i) all spills or releases of any
Hazardous Substance affecting the lease premises, (i1} all failures
to comply with any federal, state, or local law, regulation or
ordinance, as now enacted or as subsequently enacted or amended,
(u11) all inspections of the lease premises by, or any
correspondence, orders, citations, or notifications from any
regulatory entity conceming Hazardous Substances affecting the
lease 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 conceming the lease premises;
and

= . {2) = Onrequest, provide copies to the State of any and all
e “correspondence, pleadings, and/or reports received by or required
of the Lessee or issued or written by the Lessee or on the Lessee's
behalf with respect to the use, presence, transportation or
generation of Hazardous Substances related to the lease premises.

C. The Lessee shall be fully and completely liable to the State, and shall
indemnify, defend, and hold harmless the State and 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 the Lessee’s
use, disposal, transportation, generation and/or sale of Hazardous
Substances or that of the Lessee's employees, agents, assigns, sublessees,
contractors, subcontractors, licensees or invitees, and for any breach of
this subsection. '

6.11 Condition of Premises at End of Lease. Prior to vacating the lease premises, the Lessee
shall leave the lease premises and all improvements thereon to which the State has elected to
claim title in the state of repair and cleanliness required to be maintained by the Lessee during
the term of this lease, and shall peaceably and quietly surrender the same to the State.

SECTION 7 SUBLEASES AND ASSIGNMENTS

7.01 Sublease. The lease premises, in whole or in part, and the appurtenances thereon shall
not be subleased without prior written approval from the State. If the sublease is approved, the
Lessee shall remain obligated and responsible for all actions on the lease premises, including
compliance with all provisions contained in this lease.

7.02  Assignment. The Lessee shall not hypothecate, mortgage, assign, encumber, transfer, or
otherwise alienate this lease, or any interest therein, or engage in any other transaction which has
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the effect of transfernng or affecting the right of enjoyment of the lease premises, without the
prior written approval of the State.

If the Lessee is a corporation, partnership or other association, the transfer of more than fifty
percent (50%) of the ownership interest in such entity, or the sale of all or substantially all of the
assets of such Lessee shall be deemed to constitute an assignment of this lease which requires
approval of the State.

7.03  Approval of Sublease or Assignment. In granting such approval, the State reserves the
right to change the terms and conditions of this lease as it may affect the sublessee/assignee. The
State shall be entitled to consider, among other items, the proposed sublessee’s/assignee’s
financial condition, managerial capability, business reputation, nature of the proposed
sublessee’s/assignee's business, the then current fair market rental value of the lease premises,
and such other factors as may reasonably bear upon the suitability of the sublessee/assignee or
transferee as a tenant of the lease premises or the holder of thiz lease.

The State may require reimbursement for any additional administrative costs resulting from the
assignment.

Consent of the State to an assignment or transfer shall not constitute a waiver of the State’s right
to approve or disapprove subsequent assignments or transfers. The acceptance by the State of
payment or performance shall not constitute consent to any assignment or transfer, and the
State’s consent shall be evidenced only in writing. .

7.04  Assignee/Transferee Obligations. Each permitted assignee or transferee of the Lessee
shall assume all obligations under the lease occurring after the date of the assignment.
Notwithstanding any such assignment or transfer, the Lessee shall remain liable for any
obligations occurring prior to the date of the assignment and shall be jointly and severally liable
with the assignee or transferee for all obligations under the lease occurring after the date of the
assignment, unless released in writing by the State. Assignor's obligations shall continue in full
force and effect as to include any additional obligations created by any renewal, amendment,
modification, extension, assignment or transfer of the lease whether or not assignor shali have
received notice of, or consented to the same. Assignor waives all surety defenses and waives
notice of any breach by a subsequent assignee or transferee.

Insert File: 7.05 Sublease Authorization (OPTIONAL)
SECTION § IMPROVEMENTS

8.01 Authorized Improvements. No improvement shall be placed on the lease premises
without the prior written consent of the State. Consent shall be granted through this lease or a
written Letter of Authorization issued by the State. Unauthorized improvements shall sither be
removed by the Lessee without damage to the lease premises, removed by the State at the
Lessee's expense, or become the property of the State, at the State’s option.
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All improvements currently on the lease premises belong to the State except those authorized
improvements which, if any, are listed in Exhibit 8A. Exhibit 8A may be supplemented with a
Letter of Authonzation issued by the State, for the purpose of authorizing additional
improvements to the lease premises during the term of this lease. Letters of Authorization shall
be cumulative and become addenda to Exhibit 8 A when determining the sum of all authorized
improvements.

8.03 Disposition of Authorized Improvements. Upon the expiration or earlier non-default
termination of this lease, all improvements shall belong to the State as provided in RCW
79.13.050 without compensation to the Lessee, except for those authonized improvements set
forth in Exhibit 8A and all subsequent Letters of Authorization, which are identified within those
exhibits as remaining in the Lessee's ownership after expiration of the lease; provided, however,
all improvements including crops shall be forfeited and become the property of the State upon
cancellation of this lease for default.

If the Lessee has been authorized by this lease to retain ownership of improvements beyond the
expiration of this lease and the Lessee is not issued a new lease at expiration, the State, at its sole
discretion, will elect one of the following options: 1) the State shall purchase such
improvements; 2) the State shall offer the premises and all improvements for lease or sale at
public auction; or, 3) the Lessee shall remove such improvements within, and in no case later
than, sixty (60) days after expiration of the lease, provided that any improvements remaining
thereafter shall belong to the State.

If the value of improvements to remain the property of the Lessee is not set forth in Exhibit 8A
and agreement cannot be reached between the State and the Lessee on the value of such
improvements under option | or 2 above, a review board of appraisers consisting of three (3)
imdividuals will be formed. These individuals must have expertise in the fields of agriculture
germane to the permitted use of the lease premises to serve on this review board. Per RCW
79.13.160, said review board shall be made up of one (1) member appointed by the State, whose
expenses shall be bome by the State, one (1) member appointed by the Lessee, whose expenses
shall be borne by the Lessee, and one (1) member to be appointed by the two aforementioned
members, whose expenses shall he shared equally by the Lessee and the State. The majority
decision of the review board shall determine the value of such improvements; and, the review
board shall report its findings to the State and the Lessee.

The review board of appraisers shall determine the value of the improvements, by owner, and the
value of the land; and, state the distinct values which, when added together, constitute the
traditional fair market value of the assets.

Under option 2 above, the State shall, upon determination of the value of the improvements,
offer the lease premises for lease or sale at public auction, with improvements. The value of
such improvements shall be collected at the time of public auction and the money so collected
shall be remitted to the Lessee, less any damages or waste to the property or the State-owned
improvements committed by the Lessee.
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Replace the below paragrpah w/ 8.03b if lease includes a homesite o other high value improvement

In the event the lease premises and improvements are not leased or sold as the result of public
auction, then the Lessee shall have sixty (60) days to remove the authorized improvements, after
which time all improvements remaining on the lease premises shall belong to the State.

8.05 Surety Bond. A surety bond, savings account assignment, or letter of credit may be
required of the Lessee, by the State, to assure completion of construction, development, or
removal of any improvements costing in excess of $2,500.

8.06 State’s Repairs. The State shall not be required or obligated to make any repairs,
alterations, maintenance, replacements, or repairs in, on, or about the lease premises, or any part
thereof, during the term of this lease.

8.07 Lessee’s Repairs, Alteration, and Maintenance. The Lesses shall, at its scle cost and
expense, keep and maintain the lease premises and all improvements thereon and all facilities
appurtenant thereto (regardless of ownership) in good order and repair and safe condition for the
safe conduct of any activities or enterprises conducted on the lease premises pursuant to this
lease, and keep and maintain the whole of the lease premises, including all improvements in a
clean, sanitary and attractive condition.

SECTION 9 DEFAULT AND REMEDIES

9.01 Nonwaiver. Waiver by the State of strict performance of any provision of this iease shall
not be a waiver of nor prejudice the State's right to require strict performance of the same
provision in the future or of any other provision. The acceptance of performance, rent, or any
other sum owing, by the State following a breach by the Lessee of any provision of this lease
shall not constitute a waiver of any right of the State with respect to such breach and the State
shall be deemed to have waived any right hereunder only if the State shall have expressly done
O in writing,

9.02 Attorney Fees and Venue. Each party shall be responsible for their own attorney fees
and court costs in the event of a dispute arising out of this agreement except as set forth in
Subsections 6.10 and 9.05. Venue for resolving such disputes shall be in Thurston County
‘Superior Court of Washington.

9.03 Notices and Submittals. Any notice or submittal given under this lease shall be deemed
as received when delivered by hand or five (5) days after deposit in the United States mail with
first-class postage affixed, addressed as noted below. Changes of address shall immediately be
given in accordance with this subsection. Any notice or submittal given under this lease shall be
sent:
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To the State:
Where lease provisions require submittal to the State office:

Department of Natural Resources
Product Sales & Leasing Division
P.0O. Box 47016

Olympia, WA 98504-7061

Where lease provisions require submittal to the State at its Region Office:

Department of Natural Resources
Southeast Region Office

713 Bowers Road

Ellenshurg WA 98926

To the Lessee:

At the address affixed with the Lessee’s signature or the Lessee’s last known
address. '

9.04 Landlord Liens. The State may file, and maintain during the term of this lease, landlord
or crop liens in order to secure any payment or obligation under this lease.

9.05 Lessee Liens. The Lessee shall not suffer or permit any lien to be filed against the
State’s interest in the lease premises, improvements or crops growing thereon by reason of work,
labor, services or materials performed thereon or supplied to, by or through the Lessee. If any
such lien is filed, the Lessee shall immediately cause the same to be discharged of record, but in
no case later than thirty (30) days after the date of filing or creation of such lien unless other
arrangements are authorized in writing by the State in advance. The Lessee shall indemnify the
State for any costs, damages or expenses (including attorneys' fees and courts' costs) incurred as
a result of such liens or in obtaining their discharge whether such costs, damages or expenses
were incurred prior or subsequent to lease termination or cancellation.

9.06 Default. If the Lessee breaches or defaults on any undertaking, promise or performance
called for herein, whether material or not, the State may cancel this lease after the Lessee has
been given thirty (30) days notice of the breach or default and such breach or default has not ‘
been corrected within such time. Upon such cancellation, all improvements and crops on the
lease premises shall be forfeited and become the property of the State subject only to any
previously approved waiver of interest or security interest, and Lessee shall immediately deliver
up possession of the lease premises to the State. The State may seek damages for any and all
violations or defaults with or without canceling this lease. In the event the State deems the
breach or default to constitute a threat to safety, life, or property it may elect to intervene
immediately, without notice, to remedy the breach or default and the Lessee hereby agrees to
repay the State for all costs in remedying the breach or default upon demand, together with
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interest thereon from the date of expenditure at the rate set forth in this lease. Altematively, the
State may require the Lessee to act immediately to remedy the breach or default, should the State
deem it a threat to safety, life, or property.

In the event of any default by the Lessee, the State shall have the right, with or without canceling
the lease, to reenter the lease premises and to remove all persons and property from the lease
premises and take whatever actions may be necessary or advisable to relet, protect or preserve
the lease premises. Any property so removed may be stored in a public warehouse or other
suitable place or otherwise disposed of in the State's discretion at the expense and for the account
of the Lessee. The State shall not be responsible for any damages or losses suffered by the
Lessee as a result of such reentry, removal, storage or other disposition, and no such action shall
be construed as an election to terminate this lease unless a written notice of termination is given
to the Lessee. :

Whether or not the State elects to cancel this lease on-account of any default by the Lessee and
subject to any non-disturbance and attornment agreements, if any, the State shall have a i ghtto
terminate any and all subleases, licenses, concessions, or other arrangement for possession
affecting the lease premises. Alternatively, the State, at its sole discretion, may succeed to the
Lessee's interest in such sublease, license, concession, or arrangement, and the Lessee shall have
no further nght to, or interest in the rent or other consideration receivable thereunder..

9.07 Survival. All obligations of the Lessee to be performed prior to the expiration or earlier
termination shall not cease upon the termination or expiration of this lease, and shall continue as
obligations until fully performed. All clauses of this lease which require’performance beyond
the termination or expiration date shall survive the termination or expiration date of this lease.
However, upon expiration or earlier termination of this lease, the rights of the Lessee and of all
persons, firms, corporations, and entities claiming under the Lessee in and to the lease premises
and all improvements thereon, unless specified otherwise in this lease, shall cease.

9.08  State’s Right to Cure Defaults. If the Lessee fails to perform and is in default of any
undertaking or promise contained herein, including those set forth in any plan of development,
the State shall have the option, but is not obligated, to make such performance after giving ten
(10) days written notice to the Lessee. The State's costs and expense to correct the Lessee's
failure to perform shall be reimbursed by the Lessee and shall be immediately due and payable,
together with interest accruing from the date such cost or expense is incurred.

9.09 Remedies Cumulative. The specified remedies to which the State may resort under the
terms of this lease are cumulative and are not intended to be exclusive of any other remedies or
means of redress to which the State may lawfully be entitled in case of any breach or threatened
breach by the Lessee of any provision of this [ease.

9.10  Force Majeure. The Lessee's failure to comply with any of the obligations under this
lease shall be excused only if due to causes beyond the Lessee's control and without the fault or
negligence of the Lessee, including acts of God, acts of the public enemy, acts of any
government, fires, floods, epidemnics and strikes.
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SECTION 10 GENERAL PROVISIONS

10.01 No Partnership. The State is not a partner nor a joint venturer with the Lessee in
connection with the activities conducted and business carried on under this lease, and the State
shall have no obligation with respect to the Lessee's debts or other liabilities.

10.02 Lessee’s Authority. Persons executing this lease on behalf of the Lessee represent that
they are authorized to do so and represent and warrant that this lease is a legal, valid, and binding
obligation on behalf of the Lessee, and is enforceable in accordance with its terms.

10.03 State’s Autherity. This iease is entered into by the State pursuant to the authority
granted by statute and the Constitution of the State of Washington. The terms and conditions
hereof are subject to such statutary ard constitutiosal provisions as may be now in effect and
such provisions which do not impair the contractual rights of the Lessee under this lease which
may lawfully be enacted subsequent to the date of this lease.

10.04 Preservation of Markers. Any legal land subdivision survey comers, reference points
or monuments are to be preserved. If such are destroyed or disturbed, they shall be re-
established by a licensed land surveyor in accordance with U.S. General Land Office standards at
the Lessee’s expense. Corners and/or reference points or monuments that must necessarily be
disturbed or destroyed in the process of carrying out the operations allowed by this lease must be
adequately referenced and/or replaced in accordance with Chapter 58.09° RCW. Such references
and replacements must be approved in writing by the State prior to removal of said corners,
reference points or monuments.

10.05 Condemnation. If all of the premises are taken by any public authority under the power
of eminent domain, this lease shall terminate as of the date possession was taken by said public
authority pursuant to such condemnation. If any part of the lease premises is so taken and, in the
opinion of either the State or the Lessee, it is not economically feasible to continue this lease,
either party may terminate the lease. Such termination by either party shall be made by notice to
the other party given not later than thirty (30) days after possession is so taken, the termination to
be effective as of the later of thirty (30) days after said notice or the date possession is so taken.
If part of the lease premises is so taken and neither the State nor the Lessee elects to terminate
this lease, or until termination is effective, as the case may be, the payment due under this lease
shall be abated in the same proportion as the portion of the lease premises so taken bears to the
whole of the lease premises. All damages awarded for the taking or damaging of all or any part
of the lease premises, or the State-owned improvements thereon, shall belong to and become the
property of the State, and the Lessee hereby disclaims and assigns to the State any and all claims
to such award.

The State will not claim any interest in any award for personal property or authorized
improvements belonging to the Lessee in accordance with authorized and crop improvements set
forth in Section 8. The State may share in the value of crops in accordance with the crop
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division and/or additional payment set forth in Section 3. The State will not claim a share of any
award made to the Lessee for interruption of or damage to the Lessee's business or for moving
gxpenses.

10.06 Interpretation and Numbering. This lease has been submitted to the scrutiny of all
parties hereto and their counsel if desired, and shall be given a fair and reasonable interpretation
in accordance with the words hereof, without consideration or weight given to it being drafted by
any party hereto or their counsel. Section and subsection numbers, headings, or titles are for
convenience only and are not to be construed to limit or to extend the meaning of any part of this
lease.

Section and subsection numbers may be omitted or out of sequence because of inclusion or
exclusion of sections or subsections in this lease at the option of the State. Cross references to
sections or subsections that are not included in this lease should not be construed as material
references: ' :

10.07 Time of Essence. Time is expressly declared to be of the essence of this lease and each
and every covenant of the Lessee hereunder. In the event time for performance falls on a
weekend or legal holiday designated by the United States or Washington State, performance
shall be deemed to be timely rendered if so rendered on the next business day.

10.08 Lease Changes and Additions. Any changes or additions to this lease or the attached
exhibits shall be made in writing, executed by the parties hereto, and ne1ther the State nor the
Lessee shall be bound by verbal or implied agreements.

10.09 Entire Agreement. This written lease or its successor or replacement contains the entire
agreement of the parties hereto with respect to the matters covered hereby, and no other
agreement, statement or promise made by any party hereto, or to any employee, officer or agent
of any party hereto, which is not contained herein, shall be binding or valid.

10.10 TInvalidity. If any term or provision of this lease or the application thereof to any person
or circumstance shall to any extent prove to be invalid, unenforceabie, void, or illegal, the
remainder of this lease, or the application of such term or provision to persons or circumstances
other than those as to which it is invalid or unenforceable, shall not be affected thereby, and each
term and provision of this lease shall be valid and be enforced as written to the fullest extent
permitted by law.,

10.11 Discrimination. The Lessee shall not conduct or suffer any business upon the lease

premises which unlawfully discriminates against any person on the basis of race, color, creed,
religion, sex, age, or physical or mental handicap.
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10.12 Exhibits. Exhibits referenced herein, including those which may be added during the
term of this lease, are incorporated herein by reference and are to be considered terms of this
lease.

Dated: , 20

«Lessee_Name»

«Street_ Address»
«City_State_Zip»

- Phone: «Lessee Phone»

STATE OF WASHINGTON
DEPARTMENT OF NATURAL RESOURCES

Dated: , 20

WILLIAM O. BOYUM °*
Southeast Region Manager

Approved as to form this

3™ day of October, 2000
Jim Schwartz, Assistant Attorney General
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Insert File: Notary Individual -or- Notary Represenfative,
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EXHIBIT 1A

Legal Description of Premises, and Encumbrances. if any

Enter quarter township description Section «Section», Township «Township» North,
Range «Range» East, W.M., «County» County, Washington, containing «Legal Acres» acres,
more or less, according to the government survey thereof.

Subject to easement for right of way for county road heretofore granted under
Application No. 50- Enter number,, for an indefinite term.

Subject to easement for right of way for overhead power hne heretofore granted
under Application No. 50-Enter number, for an 1ndeﬁmte term.

Subject to easement for right of way for oy ansmission fine_ heretofore
granted under Application No. 50-Enter number for an indefinite term.

Subject to the rights of the holder of Dc;\artment of Natural Resources Water
Rights No. 78-WOEnter number., filed on Enter info.
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EXHIBIT 6A
Resource Management Plan

Lease No. «Lease No»
OBJECTIVE

This Resource Management Plan (RMP) describes the management objectives and practices
agreed upon by the Department of Natural Resources (DNR) and the Lessee to manage
agricultural and grazing production on Washington's trust lands. Adherence to this RMP is
mandatory. Failure to comply may result in default under Subsection 9.06 of the associated lease -
or leases. If the management requirements of this RMP cannot be followed due to climatic
variations or unforeseen events, the Lessee shall consult with the DNR unit manager regarding
any proposed changes to the RMP,

RANGELAND AND GRAZEABLE WOODLANDS MANAGEMENT

Livestock Feeding: Feeding livestock is not acceptable in the following situations: 1) in a
confined area, 2) as a feed lot, or 3) to exceed proper grazing levels. Very limited supplemental
feeding may be used as a management tool, to improve livestock distribution.

Salting: To improve livestock distribution, the Lessee shall place salt or mineral supplements a
minimum of 500 feet away from all water sources. This is done to promote uniform grazing
utilization throughout the pasture. It is preferable to place salt or mineral supplements on very
shallow sites or rock outcrops to minimize the impact caused by livestock concentration.

Insert other clauses, as needed,

WEED MANAGEMENT

Noxious Weed Control: The Lessee shall prevent noxious weed infestations by applying
management practices which discourage their establishment or spread. The Lessee shall detect
and control the invasion of new noxious weeds. Noxious weeds will be controlled using
appropriate mechanical, biological and chemical treatments that meet the requirements of state
and federal law.

The Lessee shall use Integrated Pest Management (IPM) to control weeds. This means using a
coordinated decision-making and action process that considers all weed management methods

and strategies, and applies them in an environmentally and economically sound manner to meet
weed management objectives. The elements of integrated pest management for weeds include:

1. Preventing weed problems;
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2. Morutoring for the presence of weed species;

3. Establishing the density of the weed population (which may be zero) that can be
tolerated;
4. Treating weed problems to reduce their populations below the tolerable threshold, using

strategies that may include biological, cultural, mechanical, and chemical control
methods, and that consider human health, ecological impact, feasibility and cost-
effectiveness; and

5. Evaluating the effects and efficacy of weed control treatments.
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EXHIBIT 8A
Authorized Improvements
State-owned improvements include, but are not limited to:

Description L ocation

Improvements authorized by the State:

Description Location

Key in Improvement:

Use Ex8A.1 or 2, above, or insert EX8A.3; EX8A 4; EX8A5; or EXSAG,
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[Bd. Appvd. 7-3-1998} Lease Na, *

STATE OF WYOMING
BOARD OF LAND COMMISSIONERS

GRAZING AND AGRICULTURAL LEASE

{1} PARTIES - The parties of this lease are:

whose address is ~ J(Lessee)}, and the Wyoming Baard of Lanc
Commissioners, (Lessor), whose address is Office of State Lands and investments, 122 West 25th Street, 3rd Eloor West, Cheyenne, Wyoming
82002-0600.

Inthe event that the addresses listed above change, the pary whose address has changed shail immediatety notify the other party to the lease
in writing.

(2) PURPOSE QF LEASE - Under the authority of W.S. 36-5:101 et seq. Lesscris granting the leassnold right for grazing and agricutturat purposes

-onty, provided, that in the event the Lessee changes the use of grazing lands to other ayriculiural purpeses, eitber by'ary land process of”
irrigation, the Lessee shall notify the Office of State Lands and Investments of the acreage placed under cultivation and the Lessee shall payar
increased annual rental therefore as fixed by the Lessar. The parties desire i enter a lease contract ({Lease) defining their rights, dufies anc
liabilities relating to the premises. In consideration of the payment of the first year's rental, receipt of which is hereby acknowledged, and the
covenants and agreements herein made, to be kept and performed by the Lessee, the Lessor hereby leases to Lessee, for GRAZING AND
AGRICULTURAL purpuses only, the foilowing described iands, subject to all terms, conditions and restrictions contained in this tease, the
Statutes of the State of Wyoming and the rules and reguistions of the Board of Land Commissioners.

DESCRIPTION:

ACRES DESCRIPTION SEC_TP_RNG CO ACRES___DESCRIPTION SE TP _RNG CO

{3) YERM OF LEASE - The term of this lease shali begin at 5:00 P.M. on the

. day of :
and terminate at 5:00 P.M. on the

day of i , *

(4) RENT PAYMENT - The Lessee shall pay ig the Lessor at the Office of State Lands and investmenis, Herschier Buiiding, Cheyenne,
Wyoming, a rental for the use of the premises in the amountof § _* par annum. This amount is subject to change on an
annual basis and may be increased cor decreased by the Lessor in the event of reclassification of the land, due to a change in its use, a
change in the carrying capacity, or a change in the minimum annual rental for grazing and agricultural leasaes adopied by the Lessor or
change in the law. Annual rentals are due and payable on the anniversary date of this lease. If the annual rental is not paid on or befare
the anniversary date a 10% late fee will be assessed.
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LEJDEE S RESFWNIIBILIIIES - LEEbtt AYreges]
{a) Not to take or disturb any fur bearing anirmnais on the premises except where a permit to do so has been secured from the Wyoming
Game and Fish Cemmission and consent thereto has also been obtained from the Director of the Office of State Lands and Investments
{b) To observe stale and federal laws and regulations for the protection of fish and wildlife.
{c) Not to cut, destroy or remove, or permit to be cut, destroyed or removed, any timber that may be upen the premises. The Lessee shal
oromptiy report to the Lessor the cutting or removal of timber by other persons.
{d) To gonduct all grazing and agricuitural cperations on the premises in a manner which protects soil fedility and forage production, anc
does nol contribute to soil ercsion, or overgrazing. The Lessee further agrees lo work in cooperation with the Lessar to make even
reasonable effort to control noxious weeds and pests. Lessee may work in conjunction with County Weed and Pest Contro! Districts i
develop projects 1o be submitted to the Office of State Lands and investments for reimbursement of cerlain costs of eradication of weed:
and pests on state lands. Cost estimates must be submitted by County'Weed and Pest Districts and approved by the Cffice to be eligible
for reimbursernent. Subject to funding availability, the total cost of the project will be reimbursed for leaty spurge infestations, for all othe
noxious weeds angd pesls, the cost of materiats only. Lessee of state iands shall pay the cost of application or other control measures.
(e} To maintain all builgings, wells, dams, windmills, fences, and cther improvements located on the premises in a good state of repair a
the lessee's expense. .
(f) Todispose of all waste in a proper manner and not Lo allow debris, garbage, contaminates or other refuse to accumulate on the leasec
premises. Any landfill or open dump operated by the Lessee on the leased premises, must be permitted by the Board and must compiy witt
Stale law and the rutes and regulations of the Depariment of Environmental Quality. Any landfill, cpen dump, accumulation of debris
garbage, contarninants or refuse of any kind which the \_essee placed, or allowed to be piaced. on the ieased premises, and which has no
been authorized by the Boarsd, must be rernoved at the Lessee's expense. Lessee further agrees that the Lessor shall have the right ic
remove debris, garbage, contarminants, or other refuse which the Lessee placed on the premises and collect the cost of such removal frorr
the Lessee. The Lessee further agrees to document and report, as soon as possibie, 1o the Office any unauthorized dumping of debris
garbage, contaminants, or other refuse on the ieased premises, by parties other than the Lessee, so that appropriate Investigation anc
corective measures can be taken by the Lessor,
(g} IRRIGATED LAND - If the premises are subject to irmigation in whole or in part from water zvailable for that purpose under a permaner
water right, contract or otherwise temporary water right, as the case may be:
(1) The Lessee agrees o use water 50 as to protect and maintain all water rights,
[2) Where applicable, the Lessee agrees lo pay when due all charges for operation, mainienance, and delivery of water,
(3) The lands shall be operated under a customary and appropriate crop rotation method.
(4} The lands shall be cultivated, irrigated and fertilized in & proper husbandlike manner 50 as to prevent washing, blowing, seepage
leaching of the soil, waste of water and other damage.
(5) All irrigation ditches and !aterals shali be kept in good condition at the Lessee's expense and shal! be maintained se as to preven
washing, euttips arit damagg to the lands. Ditches and laterals shall attach i the lands and become the property of the Lessor,
(6) The Lessee shall fle annoally, on or befafe March 31,-of each year, with the Office of State Lands and Investments, an the prope
forms, a report of the location and yield of all crops grown the preceding year and the location and type of crops ta be grown in the
ensuing year.
{h) Not to pest signs on state lands unless specifically authorized by the Board of Land Commissioners,
(i} Not to lock or remove gates, block or change established roads on the leased premises which provide public access to state lanc
unless specifically authorized by the Board of Land Commissioners.,

SPECIAL PROVISIONS
(a) RESERVATIONS - Lessor Reserves: ’
(1} The night to order the sale of all or any portion of the premises at any time, subject to this lease.
(2} The right to lease and dispose of all coal, cil, gas and ather minerals, and all deposits of clay, stone, gravel and sand valuabie for
building, mining or commercial purposes, and all timber, cgether with the right to mine and remove such minerals or other deposits anc
timber with the right of ingress and egress thereto, and io cancel this lease as 1o any portion of the premises when reguired for these
purpases. N
(3) The right to hoid, sell, appropriate or otherwise dispose of any fences or other improvements of any character owned by the Lessee
upen the premises, to insure the paymant of rentals, damages or other expenses accruing to the Lessor by virtue of this lease.
{4} The right to enter in and upon the premises at any time for purposes of inspection or management.
(5) The right at any time fo grant easements across the premises for ditches, overhead wires, pipelines, railroads, reservoirs, public
roads and highways, roadways to private land or residences, snow fences, underground cabies, open space, or other lawful purposes,
with the right of ingress and egress thereto.
{6} The right to use or lease the premises or any part thereof at any time for any purpose other than the rights and privileges granted by
this Jease.
(7} The privilege of any persen to use the premises for casual recreational day uses, fishing and hunting pursuant to Chapter 13 of the
Rules and Reguiations of the Board of Land Commissioners.
(8} Ali rights not expressly granted to Lessee by this lease are reserved 1o the Lessor.
(b} ASSIGNMENTS - This lease shall be subject to cancellation by the Lessor if il is assigned without the approval of the Lessor. Any
assignment of this lease shall be recorded in the Office of State Lands and Investments.
(e} SUBLEASES - Any grazing and agricultural lease is subject to canceliation if the Lessee subleases the leased premises or enters into
aryy contract or agreement of any kind concerning the leased premises, except “price suppor and production adjustmant” contracts of the
Farm Service Agency, without approval. In no event shall the premises be subleased unless one-half of any excess rental is paid to the
Lessor.
(d) IMPROVEMENTS - :
(1) Lessee shalt have the right to construct or make improvements upon state lands in the amount of $2,000.00 per section, without first
obtaining permission.
(2) Lessee shall request permission to construct or make improvements in excess of $2,000.00 in value per section by submitting a
completed application form furnished by the Office.
{(3) Permission may be gramied to construct improvements in excess of 52,000.00 per section for fancing, water development, or
livestock handling facilities and range enhancements anly. Any other improvement in excess of $2,000.00 per section shall be applied
for under a special use lease.
(4} Anyimproverment on the leased premises regardless of valug, which will restrict existing public access or alter existing multipie use
of the lands must be approved by the Board of Land Commissianers.
{5) Uniess permission has been obtained in the manner provided, the owner of the improvements in excess of the $2,000.00 per section
shall not be entitied to compensation as provided by W.S. 36-5-111 and 36-8-103, and upen expiration of the lease the improvements
shall forfeit to and become the property of the state; except that within 120 days frem the date of the expiration of the lease, the owner
may remove such improvements in @ manner which minimizes injury 1o the lang,
(e] ENTRY UPON LEASED PREMISES BY THIRD PARTIES - Third pariies desiring 1o enter upon the leased premises shall contagt the
lessee prior to entry, uniess it is a member of the Board of Land Commissioners or its representatives ar a member of the public when
entering for purposes of hunting and fishing and casual recreational use pursuant to provisions of Chapter 13 of the Rules ang Regulations
ot the Board of Land Commissioners, For all entries by third parties, the lessee may negotiate a payment far damage to the surface of the
leased premises, pursuznito Chapter 4, Section 13. Payments must be consistent with payments for damages to adjacent lands,
() CANCELLATION - {f it be determined by the Lassor that this lease has been procured by fraud, deceit or misrepresentation, or if the
premises or any part thereof be used for unlawful, unauthorized, or illegal purpases, ar if the Lessee fails to perform of violates any of the
terms of this laase, the Lessor shall have power and authority to cancel this lease.
(8) SURRENDER OF PREMISES UPON TERMINATION OF LEASE - The Lessee snall, upan termination of this lease, surrender and
deliver unto the Lessor the peaceful and uninterrupted passession of the premises.
(h)  TIME AND SPECIFIC PERFORMANCE are each of the essence of this lease, and all agreemenis and canditions herein conlained
shall extend to be binding alike upon the herrs, administrators, successors and assigns of the parties hereto
{i)  RELIANCE - The Lessor has expressly refied on the representations made by the Lessee in the written application to iease the
premises,
{j} EXCHANGE -The lease is granted upan the express condition that should the Lessar hereafter find if to be in the best interest of the
Lessor to exchange the lands embraced in this lease for other lands, as provided by law, then this Izase miay De lerminated upon giving the




M

(8

-Lessee ONE (1) year nolce, uniess oy muUlual consent of the Lessor and the Lessee, an earlier date ot termination may be fixed.

{k} BUY-OUTBY LESSOR - The Lessor shall have the right 1o pufchase back from the Lessee all the rights and interests granted to th
Lessee by this lease for any portion of the premises at any time by paying ta the Lessee the fair market value of those rights and interest
for the remaining term of the lease.

GENERAL PROVISIONS

(a} NOTICES - All notices arising out of, or from, the provisions of this lease shali be in writing and given {o the parties at the addres
proviged under this lease, either by reguiar mail, or delivery in person.

(b) EFFECT OF CHANGE IN LAW - The rights and responsibilities of the Lessee under this lease which are granted or imposed by th
Statutes of the State of Wyoming of rules and regutations of the Board of Land Commissioners, are subject to change during the term ¢
this lease as a result of the adoption, amendment, or repeal of stautes or rules.

{c) COMPLIANCE WITH LAWS - The Lessee shall keep informed of and comply with all applicable federal, state and local laws an
reguiations in the performance of this leage,

{d} APPLICABLE LAW/VENUE - The construction, interpretation and enforcement of this lease shall be govemed by the laws of the Stat
of Wyoming. The Courts of the State of Wyoming shall have jurisdiction over this lease and the parties, and the venue shall be the Fire
Judicial District, Laramie County, Wyoming.

(e) ENTIRETY OF LEASE - This lease contains the entire contract between the panties and supersedes all prior negotiations
representations, ieases or other contracts, either written or oral. This lease cannot be changed except by a written instrument subseguenti
executed by the parties or included in the body of the lease and signed by the parties.

(f) INDEMNITY - The Lessee shall release, indemnify, and hold harmiess the Stale, the Lessor, and their officers, agents, employees
successors and assignees from any cause of action, or ¢laims or demands arising out of this iease,

{g) SOVEREIGN IMMUNITY - The State of Wyoming and the Lessor do not waive savereign immunity by entering into this lease, an
specifically retain immunity and all defenses available to them as sovereigns pursuant to W.S. 1-39-104(a} and all other state law.

(h) WAIVERS - The failure of Lessor fo insist on a strict performance of any of the terms and conditions herecf shail not be deemed
waiver of the rights or remedies that Lessor may have regarding that specific term or condition.

(i} EXTENUATING CIRCUMSTANCES - In the event circumstances arise for whatever reason which create the impossibility ¢
continuing the lease, it may be canceled by either party upon written notice. Neither party shall be liable for failure to perform under thi
lease if the failure is based upon the extenuating circumstances. Lessor reserves the right to determine whether gircumstances create al
impossibility. A partial refund of the annual paymenl may be made on a case-by-case basis.

SIGNATURES - IN WITNESS THERECF, the parties 1o this lease through their duly authorized representative have executed this lease o
the cates sel out below, and cerlify that they have read, understand, and agree to the terms and conditicns of this lease.

LESSOR: THE STATE OF WYOMING

BOARD OF LAND COMMISSIONERS

BY: Date:

Director, Office of State Lands and Investments

LESSEE: _ Date:
.
LESSEE: Date:
LESSEE: Date;
LESSEE: Date:
LESSEE: Date:
LESSEE: : Date:
LESSEE: Date:
LESSEE: : Date:
LESSEE: Date:
LESSEE: Date:
LESSEE: Date:

LESSEE: Date:
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BEFORE THE STATE BOARD OF LAND COMMISSIONERS AND
THE DEPARTMENT OF NATURAL RESCURCES AND CCNSERVATION
OF THE STATE OF MONTANA

In the matter of the ) NOTICE OF PUBLIC HEARING
amendment of ARM 36.25.117, ) ON PROPOSED AMENDMENT

Renewal of Lease or License )
and Preference Right )

TO: All Concerned Persons

1. The Department of Natural Resocurces and Conservation
will hold four public hearings on the proposed amendment of
the above-stated rule relating to the renewal of lease or
license and preference right by the Department on behalf of
the State Beard o¢of Land Commissioners. The hearing dates and
locations are as follows:

Octcber 28, 2004, 7:00 p.m.

Beaverhead County High School Auditorium
104 North Pacific

Dillon, Montana

Novemper 2, 2004, 7:00 p.m.
Glasgow High Schocl Auditorium
#1 Scotty Pride Drive

Glasgow, Montana

November 3, 2004, 7:00 p.m.
VA Auditorium

210 Winchester

Miles City, Montana

November 4, 2004, 7:00 p.m.

MSU Great Falls Campus =~ Heritage Hall Auditorium
College of Technology

2100 l1ls6th Avenue South

Great Falls, Montana

2. The Department of Natural Resources and Conservation
and the State Board of Land Commissioners will make reasonable
accommodations for persons with disabilities who wish to
participate in these public hearings or need an alternative
accessible format of this notice. If vyou reguire an
accommodation, contact the agency no later than 5:00 p.m. on
October 22, 2004, to advise wus of the nature of the
accommodation you need. Please contact Kevin Chappell,
Agriculture & Grazing Management Bureau Chief, Department of
Natural Rescurces and Conservation, P.0Q. Box 201601, Helena,
MT 59620-1601; telephcone (406) 444-2074; FAX (406} 444-2684;
e-mail kchappell@state.mt.us.

3. The rule as proposed to be amended provides as
follows, stricken matter interlined, new matter underlined:

MAR Notice No. 36-25-102 19-10/7/04
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36.25.117 RENEWAL OF LEASE OR TLTICENSE AND PREFERENCE

RIGHT (13 The bhoard retains the right to select the best
lessee possible to fulfill the operating obligations under any
lease. In the exercise of the board’s discretion to select

the best lessee possible for agriculture and grazing leases,

the board recognizegs that retention of stable, long-term
lessees who are familiar with the operating histeory and

characteristicgs of the lease promotes good stewardship of the
land. Such security of land tenure encourages the lessee to
place and develop improvements which, in turn, increaseg the
productivity of the Jand and improves its wmanagement.
Consequently, it is the board’s peolicy to allow an incumbent
lessee in good standing, a preference right to meet the high
bid and retain the lease.

{2 A current legsee ¢r licensee shall be sent an
application to renew his lease or license 1f he has paid all
rentals due. The application shall be accepted under the same
conditions as specified in ARM 36.25.115; however,
applications for renewal will only be accepted after December
1 of the year preceding the expiration of the lease or license
and must be postmarked on or before January 28 of the year of
expiration of the lease or license. Failure toc submit a
renewal application by the lessee or licensee postmarked on or
before January 28 will result in an unleased or unlicensed
tract and will be subject to the requirements for leasing or
licensing an unleased or unlicensed tract under ARM 36.25.115.

(a) remains the same.

42} (3) Unless the board decides on its own volition and
sole discretion that a lease should be given to a better
gqualified applicant, & a surface lessee or licensee who has
strictly complied with the applicable conditions set forth in
77-6-113(1), MCA, has a preference right to meet the high bid
offered for the lease or license and may retain the lease or
license subiject to the provisions in (8}, if all rentals have
been paid and appropriate reports submitted and 433 (4) has
not been violated. When an agricultural lessee or licenses
meets the high bid and retains his lease or license, the new
rental rate must be paid for all crops harvested after the
renewal date even if such crops were planted before the lessee
met the high bid. The lease or license shall be renewed at
the fair market rental provided no other applicaticns for the
lease or license have been received by the department within
the time limits as set forth by ARM 36.25.116(2). Grazing or
agricultural uses on classified forest lands may be terminated
if it is determined that the resources under that
classification are being damaged or not perpetuated.

{a) A cabinsite lease is not subject to bkbids upon
renewal if the lessee continues the lease and the lessee has
paid all rentals and 42+ (4) is not violated. The lease shall
be renewed at the rental provided by law.

{(b) If, during the previocus lease term, an existing
lessee hag viclated any condition set out within 77-6-113(1),
MCA, the lessee shall not have the right to renew the lease or

19-10/7/04 MAR Notice No. 36-25-102
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match any other bids submitted. The department shall notify
the Jleggee if it determines that they have failed to comply
with the reguirements of 77-6-113(1), MCA, The notice shall
include the factual basis for that determination.

(c) The lessee mav, within 15 davs of receipt of the
notice, appeal the decisgion by requesting an informal hearing
before the director or his designee. If the director, or his

designee concludes that the conditions under 77-6-113(1
MCA, have not been met by the legssee during the previcus
terms, no preference right shall be recognized. The renewal
lease shall then be advertised for competitive bids as
provided in ARM 36.25.115.

{(d) No_ applicant ghall have the right to geek an
adminigtrative hearing to challenge the award ¢f a lease to
any lessee chosen by the bocard under this rule or the board’s
policies.

{3) remains the same but is renumbered (4).

4o —Fer—teages—er—licenses—issued before31908Y—a—Tteggee

(e) through (g) remain the same but are renumbered {a)
through {c).

443 (5) If a lease or license is renewed pursuant to the
preference right and it is later discovered that the lessee or
licensee was not entitled to exercise such preference right
pursuant toc +3+ (4} during the prior lease or license term,
then the renewed lease or license shall be canceled and

readvertised for lease or license. However, the department
will retain all rentals paid until the time the renewed lease
or license is canceled. The prior lessee or licensee shall be

aliowed to bkid in this instance.

(5) remains the same but is renumbered (6).

(6) (a) and (b) remain the same but are renumbered (7) and
(7) {a).

+# (8) If other applications are received by January 28
cf the year the lease or license expires, and the lessee or
licensee has not viclated 433 {4) or 77-6-113(1), MCA, the

MAR Notice No. 36-25-102 19-10/7/04
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lessee or licensee shall have a preference right to renew his
lease or license provided he meets the high bid for such lease
or license. Such bid is deemed to be met if the amount of the
high bid is received by the department prior to the expiration
of the lease or license or, in the case of agricultural land
leased solely on a crop share rental basis, if the lessee or
licensee agrees in writing to meet the high bid prior to the
explratlon of the lease or license.

{a) A lessee or licensee who believes the bid to be
excessive may request in writing a hearing before the director
after he meets the high bid. The request for a hearing must
contain a statement of reasons and supporting evidence why the
lessee or licensee believes the bid not to be in the state's
best interest, because it is above community standards for a
lease of such land; or would cause damage to the tract; or
impair its long-term productivity. The legsee or licensee
shall also submit evidence of rental rates for similar land in
the area with his recquest.

() The director may grant or deny a reguest for a

hearing. If a hearing is granted, the director shall consider
testimony and evidence from the lessee and high bidder
regarding the rental rate. The lessee and high bidder may

also provide a basis for why they should be selected as_the
best lessee by the board. The director shall recommend to the
board whether there should be a reduction to the bid rate, and
who should be selected ags the lessee. and—if—the reguest—is
granted—£The director may recommend to the board that the bid
be lowered only if he feels that it is in the best interests
of the state to do so. The hearing is ncot subject to the
Montana Administrative Procedure Act. The board may accept or
reject the director's recommendation.

{c) The lessee is obligated to lease or license the
property at the rate determined by the board. It is the duty
of the board to achieve fair market wvalue. The lease or
licensing of such land shall be such so as to generate revenue
commensurate with the highest and best use o©f the land or
portions thereof, as determined by the department.

{8) and (9) remain the same but are renumbered (9} and
(10) .

AUTH: 77-1-20%, MCA
IMP: 77-6-205, 77-6-208, and 77-6-210, MCA

REASONABLE NECESSITY: In July, District Court Judge Jeffrey
Sheriock ruled the preference right provision in 77-6-205, MCA
is unconstituticnal because it denies the State Board of Land
Commissioners the discreticn to cheoose the Dbest lessee
possible for the trust. The proposed amendment is to
establish a process for the board tc reissue the 800 to 1000
agricultural and grazing leases that expire each year.

4, Concerned persons may submit their data, views, or
argumentg, either orally or in writing, at the hearings.
Written data, views, or arguments may also be submitted <to
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Kevin Chappell, Chief, Agriculture & Grazing Management
Bureau, Department of Natural Resources and Conservation, P.O.
Box 201601, Helena, MT 59620-1601; telephone (406) 444-2074;
FAX {406) 444-2684; or e-mailed to kchappell@state.mt.us. All
written data, views, or arguments must be received no later
than 5:00 p.m. on November 8, 2004.

5. Kevin Chappell, Agriculture & Grazing Management
Bureau Chief, Department of Natural Resources and
Conservation, will preside over and conduct the hearings.

6. An electronic copy o©f this Notice of DProposed
Amendment is available through the department’s website at
http://www.dnrc.state.mt.us. The department strives to make

the electreonic copy of this Notice of Proposed Amendment
conform to the official version, as printed in the Montana
Administrative Register. However, the department advises that
it will decide any conflict between the official printed
version and the electronic version in faver of the official
printed version. In addition, the department advises that the
website might be inaccessible at times, due to system
maintenance or technical problems.

7. The department maintains a list of interested persons
who wish to receive notices of rulemaking actions proposed by
this agency. Persons who wish to have their name added to the
list may make a written request, which includes their name and
mailing address. Interested persons should specify that they
wish to receive notices regarding conservation districts and
resource development, forestry, oil and gas conservaticn,
trust land management, water resources, or a combination of
topics. The written reguest may be mailed or delivexed to
Legal Unit, Department of Natural Resources and Conservation,
P.O. Box 201601, 1625 1ith Awvenue, Helena, MT 5%620-1601, or
faxed to the office at (406) 444-2684 or may be made by
completing a request form at any rules hearing held by the
department.

8. The bill sponsor notice requirements of 2-4-302, MCA,
do nct apply.

BOARD OF LAND COMMISSIONERS DEPARTMENT OF NATURAL RESCURCES
AND CONSERVATION

By:_/s/ Judy Martz By: _/s/ Arthur R. Clinch
JUDY MARTZ ARTHUR R. CLINCH
Chair Director

By: _/s/ Tommy H. Butleyx
TOMMY H. BUTLER
Rule Reviewer

Certified to the Secretary of State September 27, 2004.
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STATE OF COLORADO
BOARD OF LAND COMMISSIONERS

AGENDA: September 24, 2004

XX ACTION ___ INFORMATION OLD BUSINESS ___ TABLED FROM:
TOPIC: uurriiiiniisniriessinsismesssssssessasssssnsssnessassassssssass Grazing Rental Rates
PROJECT MANAGER. ......cvvvvmrmrrrrierrnnrnrsnninnnns Larry Routten
REVIEWED BY ' ......cooermrssssisssssnssssossssassnnnsnses Susan McCannon

BACKGROUND INFORMATION/REMARKS:

HISTORY OF OUR GRAZING RATE STRUCTURE:

In 1999, the Board established a model for grazing rental rates based on the results of a survey of private
grazing leases in Colorado that was conducted by the USDA Colorado Agricultural Statistics Service
(CASS) for the Land Board. The following year, the Colorado Cattlemen’s Association (CCA) raised
concerns about the mechanism by which the Land Board established its current rental rates for grazing lands.
The major concern centered around the fact that the Board’s rates were being based only on leases with
Animal Unit Month {AUM) rental rates and those leases accounted for only 18% of the private leases
reported in the survey. The CCA was concerned that state lease rates would be based on such a small
number of survey responses. The CCA also asked the Board to consider including a mechanism into the
model that reflected cattle producers’ ability to pay increased rents during times when market conditions
were unfavorable. -

The Commissioners subsequently asked staff to review the basis for the Board’s grazing rates. In 2001, staff
convened a group with expertise in various aspects of the cattle industry to review the model for setting
grazing rates. The goal of this effort was to ensure that the Board’s grazing rates are established in a sound
and appropriate manner. The group developed a set of proposals that were adopted by the Board on
December 14, 2001 (please refer to Attachment - Board Order 2001-97).

When the revised model for establishing grazing rates was adopted, the Board anticipated that another survey
of private grazing lease rates would be conducted by CASS 1n 2002. However, the survey was postponed in
2002 and again in 2003 due to the statewide drought and concerns about the impact of the drought on the
market for grazing leases. The survey planned for 2002 was finally completed during 2004 and the results
are included as Attachment 2. The recommendations in this document are therefore derived using the model
for establishing State Land Board grazing rental rates proposed by the advisory group and adopted by the
Board in 2001, and incorporating results of the 2004 CASS survey of private grazing lease rates.

The 2004 CASS Private Grazing Lease Rate Survey

The 2004 survey questionnaire was identical to the 1999 survey questionnaire, with one exception. One
question was added in order to filter out responses where private leases were based on some factor other than
an arm’s length fair market monctary payment. Survey respondents were asked,

“Is the rent for this lease discounted because of non-cash arrangements with the
lessor or because you exchange labor or goods for rent in addition to money?”



There were 1,304 private grazing leases in the survey responses. The survey responses indicated that
approximately 13.4 % of the leases in the survey responses were at less than market rate. These survey
responses were excluded from the data upon which the grazing rate adjustments recommended below were
based. Excluding the below-market leases left 1,105 leases in the survey data that were used.

The model for adjusting grazing rates adopted in the 2001 Board order also indicated that survey responses
for private leases smaller than 100 acres or larger than 50,000 acres in size would be excluded from
consideration. Excluding these leases left a total of 854 private leases for consideration in setting the State
lease rates. The model also indicated that the 35% adjustment to private rates which was provided in the past
in recognition of the fact that the Board does not typically provide water or fencing on its leases would
continue. These three factors are incorporated into the recommendations below.

2004 CASS Survey Results

The 2004 survey results are summarized in the table below. The three columns on the right correspond to
three common types of private grazing leases. Those are leases where rent is based on payment for, 1) a
charge per acre of land, 2) a charge per head of livestock per month and, 3) a charge per animal unit month.
Survey responses were separated into five districts across the state, as in the 1999 survey. Statewide results
from the 1999 survey are also included in the table and are the basis upon which percentage adjustments are
to be recommended, in accordance with the 2001 Board Order.

Private Grazing Lease Survey Results
1999 and 2004

21.1% 6.5%

Using the formula for adjusting grazing rates adopted by the Board in 2001 and applying the results of the
2004 survey, the following adjustment to the current grazing rates would be indicated:

Percent adjustment = (percent change in per-acre private

leases)(percentage of survey results represented by per-acre leases) +

(percent change in head-per-month private leases)(percentage of survey

resuits represented by head-per-month leases) + (percent change in AUM

private leases)(percentage of survey results represented by AUM leases),
OR

% Adjustment = (.030)(.469) + (.211)(.436) + (.065)(.095) = 11%

Applying the methodology for adjusting rates adopted by the Board in 2001 to the 2004 CASS survey results
indicates that grazing lease rental rates throughout the state should be increased by 11% .

2



The USDA Beef Parity Index

The USDA beef parity index is essentially a ratio of beef prices to the prices of goods and services that cattle
producers must buy as part of their business. The index has been published for several decades. The current
ratio of approximately 0.50 reflects the fact that the price of beef has changed very little in the past decades
while production costs such as fuel, vehicles, feed, etc, have increased significantly.

When the Board adopted the current model for adjusting grazing rates in 2001, one new factor added to the
model was outside the purview of the private grazing lease rate survey. The 2001 Board order indicates that,

“A market adjustment factor will be applied to standard rental rates during years
in which the average of the USDA’s published beef parity index for the past ten
years changes by more than three percent. Rate increases or decreases will be
equivalent to three percent of the standard grazing rate. Implementation of this
market adjustment factor will be reviewed in conjunction with the results of the
2002 CASS survey and a decision will be made at that time about whether to
continue its use. “

The percent of parity figures for recent years is presented in the table below. The three columns represent the
average annual index, the average of the past ten years indexes, and the percentage change of the past ten
year’s average. The last column is the figure used to determine whether the Board’s grazing rates will be
adjusted as directed in the 2001 Board order.

USDA Beef Parity Index

| JAN FEB MAR APR MAY JUN JUL ‘AUG SEP OCT NOV DEC] ~AVG: ' 10-Yr Avg % Chnge
990 62.0

1 ! 50.0

57.0

993 55.0

994 52 52 54 53 49 46 46| 48 47| 46) 47| 47 489

905 48 49] 48] 45 42 43 42| 42 41 41 42] 42 4338

6 40 39 38 37 36 38 40 40| 42| 42| 43] 40 306

997 A1) 40| 42] 42] 43 40 M 42] 42 M| 42 42 4.5

998 41 40 41] 42 420 41] 39 38 38 39| 39 38 39.8

1999 40| 40] 42] 41| 41 42] 41 42] 42] 42 430 44 47 488
2000 44) 44] 44] 45] 45 44] 44] 42] 43 42] 44 49 438 47.0 4%)
2001 48] 46 48 48 | 47] 45 45 430 41 41 452 456 3%
2002 4] 45 43 41 M| M 4| 4] 40 42 44 42,1 441 -3%
203 46] 47 45 47 47) 47) 46 49| 52| 58| 57 57 497 436 1%

As the table above indicates, the average of the USDA’s beef parity index for the past ten years decreased by
more than three percent in 2000, 2001 and 2002. Therefore, the Board’s grazing rates were adjusted
downward by 3% 1n 2002, 2003 and 2004 (There is a one-year lag in applying the adjustment due to timing
of publication of the index). However, the index for the past ten years ending in 2003 (the last year of data
available at this time) decreased by only 1.2%. Therefore, the 3% discount on the Board’s grazing rental
rates should be removed during 2005, Finally, the 2001 Board order indicated that the Board would decide
whether to continue to use this parity index factor in future adjustments of grazing rental rates when those
rates were reviewed in conjunction with the recent CASS survey.



Public Comment on Proposed Adjustments to Grazing L.case Rates

Staff presented an informational update to the Board at the Board’s August 27, 2004 meeting. Public notice of
the Board’s evaluation of grazing rates was published in the Colorado Ag Journal for four consecutive weeks,
beginning on August 20, 2004. The notice invited comments to be mailed to the Board. Six commenters have
responded to the notice, as of September 13, 2004, Five commenters are lessees and one comment was
submitted by the Las Animas Board of County Commissioners. Copies of those comments are included as
Attachment 3. The commenters generally expressed concerns about increasing the rental rate on grazing leases
at a time when many stock growers are still recovering from financial impacts of the recent years of drought in
Colorado.

Staff also met with the State Lands Committee of the CCA on August 31, 2004 to discuss the Board’s grazing
rates. The CCA plans to attend the September Board meeting and provide comments at that time. At the
August 31 meeting, State Lands Committee representatives wished to make the Board aware of a few points
relative to its grazing rates. The major points of discussion with the CCA State Lands Committee were as
follows:

1. Most stock growers have either reduced their herd numbers or sold all of their catile during the
recent drought. Many lessees have made little or no use of the State leases in the past two years.
While there is widespread acknowledgement that the rent relief provided by the Board in 2002
due to the drought was very helpful, many lessees are still paying rent for grass that may not yet
have recovered from the drought.

2. Those growers who have reduced or sold their herds now face difficulty restocking because
cattle prices are currently at their highest level in several years.
3. The committee still supports the use of the model for adjusting rental rates that was adopted by

the Board in 2001. However, the committee encouraged the Board to consider phasing in any
potential rent increases rather than making a one-time adjustment that might result in as much as
a total 14% increase in rent.

4. The committee suggested that the Board consider adding flexibility to its subleasing policy that
might provide lessees who have sold their cattle an option for using their State leases prior to
restocking their own herds.

5. The committee pointed out that current costs for fencing materials have recently increased
enormously. The cost of services related to fencing and provision of water are the two main
factors the Board considered in setting its rates at 35% below private market rates in 1996,

Information about the possible adjustment of grazing rates was also forwarded to the Colorado Farm Bureau,
which was invited to comment. As of September 13, 2004, no comments had been received from the Farm
Bureau.



Lingering Impacts of Drought on the Board’s Grazing Lessees

The Board discounted grazing rents in 2002/03 from 10 to 50% across the entire state due to the impacts of the
severe drought that affected the state during that year. While precipitation levels in many parts of the state were
higher in 2004 than they have been for the past several years, impacts of the drought continue to be felt by stock
growers. One indication of the lingering drought effects on the Board lessees is found in surveys that lessees
returned to the Board describing use of their leases during 2003 (the latest year during which data 1s currently
available). Twenty-six percent of the lessees who retumned surveys so far for that year reported no use of their
leases (393 of 1491 surveys).

The figures on the following page give a quick visual summary of drought conditions during the past two years
in Colorado, and provide some perspective on current conditions relative to those that existed in 2002 when the
Board provided statewide rent relief due to the drought.

Figures 1 and 2 show the relative amounts of precipitation received across the state during March, April and
May of 2002 and 2004, respectively. Drier areas are yellow, areas with normal precipitation are brown and
wetter areas are blue. Obviously, the spring of 2004 brought much more precipitation than the spring of 2002.
However, Figure 3 shows that the precipitation for the 4-years prior to July 2004 was significantly below
normal. The range conditions in the state currently reflect this, as well as the availability of forage on many state
leases.

Figures 4 and 5 show how drought conditions in Colorado compare to the rest of the U.S. in September 2004
and July 2002, respectively.
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STAFF RECOMMENDATION:
Staff recommends that the Board’s grazing rates for 2005 through 2007 be adjusted to reflect the results of the

2004 CASS survey of private non-iirigated grazing lease rates in Colorado, using the model for adjusting
grazing lease rates that was adopted in Board Order 2001-97. Three possible ways of implementing this
adjustment are presented below for the Board’s consideration. Brefly, these three are,

1. Increase grazing lease rates by 14% in 2005, reflecting the 11% differential found in the 2004
CASS survey and removing the 3% market adjustment factor to reflect the change in the USDA
beef parity index. Rates for 2006 and 2007 would remain at the 2005 level, unless the beef
parity index indicated that an adjustment should be included during 2006 and/or 2007, OR

2. Implement the change in rates reflecting the 2004 CASS survey over the three year period prior
to the next survey and remove the 3% market adjustment factor in 2005 to reflect the change in
the USDA beef parity index. This would effectively increase rental rates by 7% 1in 2005, by
3.5% in 2006, and by 3.5% again in 2007, OR

3. Delay implementing rate changes reflecting the 2004 CASS survey for one year, increasing rents
by 5.5% in 2006 and again in 2007, while removing the 3% market adjustment factor to reflect
the change in the USDA beef parity index in 2005. This would effectively increase rental rates
by 3% in 2005, by 5.5% in 2006, and by 5.5 % again in 2007.

Changes in Grazing Rates With 3 Potential Means of Implementing the 2004 CASS Survey

2005 2006 2007
Plan 1 +11% No change No change
Plan 2 +4.0% +3.5% +3.5%
Plan 3 + 0% +5.5% +5.5%

The market adjustment factor included in Board Order 2001-97 introduced a potential annual adjustment to
grazing rates based on the average of the USDA’s published beef parity index during the past ten years. Since
the latest ten year average of the index only decreased by 1%, the —3% adjustment that has been applied to the
Board’s grazing rates in each of the past two years will be removed during 2005. This means lessees will
effectively see a 3% increase in rental rates during 2005 even if grazing rates are not adjusted to reflect the 2004
CASS survey. Annual changes to the market adjustment factor could occur in 2006 and 2007, depending on
changes in the USDA beef parity index. The market adjustment factor is likely to be either 0 or -3%. The
likelihood of the factor increasing to +3% is very remote since the Board uses the average of the last ten years
and the index has decreased in each of the past ten years.

The table below illustrates the effective changes in rental rates that lessees would see under the three previously
discussed plans, assuming that a -3% market adjustment factor is applied again during 2006 and 2007.

Effective Changes in Grazing Rates With 3 Potential Means of Implementing the 2004 CASS Survey
(With Removal of Last Year’s —-3% Market Adjustment Factor and Assuming a -3% Market
Adjustment Factor Returns in 2006 and 2007)

2005 2006 2007
Plan 1 +14% -3% -3%
Plan 2 +7% +0.5% +0.5%
Plan 3 +3% +2.5% +2.5%




Staff recommends that the third option above be implemented. This would replace the current 3% discount
based on the Board’s market adjustment factor as of January 2005. It would postpone aligning the Board's rates
with the private market for three years while providing the Board’s lessees with advance notice that those larger
increases in rental rates are scheduled for their leases in upcoming years. Postponing increases in grazing rents
1s proposed in recognition of the fact that many of the Board’s lessees have had reduced or no use of their leases
during the recent years of drought, and that the financial impacts of the drought and restocking efforts will
continue to significantly impact many lessees in the next few years. A table with statewide AUM rates that
would result from this plan is included as Attachment 4.

Staff recommends that the Board continue to use its current model for adjusting its grazing lease rates in the
future. Another survey of private grazing lease rates will be commisstoned from CASS in 2007. The next
evaluation of the Board’s grazing rates will be completed in the fall of 2007 and any appropnate adjustments
made in the 2008 rates following the Board’s review and decision.

Attachments:

1 Board Order 2001-97.

2 Colorado Private Non-frrigated Grazing Lease Rate Survey, 2004 (CASS) (4 pages)
3. Public comments {5 pages)

4 State Land Board AUM Rates (3 pages)

0GrazingRates-CS



The State Board of Land Commissioners is reviewing its grazing lease rates.
The information below explains how this process works and why it is
happening now. If you would like to submit comments conceming the
Board’s grazing lease rates and possible changes in those rates, please mail
them to The Colorado State Board of Land Commissioners, 1313 Sherman
St., Rm. 621, Denver, CO. 80203, ATTN: Larry Routten. Please mail your
comments as soon as possible so they are received before September 17,
2004. :

How did the Land Board determine the current grazing rates for State leases?

Beginning in 1999, the Board decided its grazing lease rates would be equal to 65% of
private grazing lease rates in the state. The 35% difference is due to the fact that the
Board does not provide water or fencing services on most of its leases. The Board
estimated how much private leases cost using results from a statewide survey of private
grazing lease rates conducted by the USDA/Colorado Agricultural Statistics Service
(CASS) in 1999,

In 2001, the Board refined its grazing rates by adopting recommendations from a working
group made up of representatives of the Colorado Cattlemen’s Association, the Colorado
Department of Agriculture, the USDA, the CSU Extension Service and stock growers.
The group recommended that the Board should retain the formula where its rates are 65%
of private rates and add another 3% market adjustment factor. This factor reflected
changes in the cost of business for stock growers and lowered the Board’s rates by
another 3% during the last three years.

This means that current grazing rates on State leases are 62% of what private grazing
leases cost on comparable lands.

So what are the Board’s current grazing rates?

The 1999 survey showed that private grazing rates varied across the state so, the Board’s
rates also vary across the State, from $6.86 to $9.18 per animal unit month (AUM). The
Board divides the state into 5 regions with varying grazing rates. They are:

Northeast $9.18/ AUM
East Central $8.58/ AUM
Southeast §8.29/ AUM
Southwest $6.86/ AUM
Northwest $7.31/ AUM



How has Colorado’s recent drought affected State grazing lease rates?

In 2002-03, the Board reduced grazing lease rates by 50% in most of the state as a result
of the severe statewide drought that hit the state in 2002. Rates were reduced 10 to 35%
in parts of the state where the drought was not as severe.

The plan for setting grazing rates that the Board adopted in 1999 anticipated that a survey
of private grazing rates would be done every threc years. Because of the drought, the
Board asked USDA/CASS to postpone doing another survey of private lease rates that
had been scheduled to occur in 2002. The survey was postponed again in 2003 because
of the drought. So the Board’s 2004 grazing lease rates are based on private market rates
from 1999.

Why is the Board considering changing its grazing rates now?
Because the Board’s grazing rates are tied to private lease rates that are 5 years old.

The survey of private grazing lecase rates that was postponed in 2002 and 2003 has
recently been completed by USDA/CASS. The survey results indicate that private
grazing lease rates increased by 11% berween 1999 and 2004. To keep its lease rates
reflecting the private market place, the Board would need to increase its grazing lease
rates by 11%. This would be the first time the Board has increased its grazing lease rates
in 3 years.

Statistics from the USDA also indicate that the 3% market adjustment that has been
included State lease rates since 2002 should also be removed in 2005, because the index
of costs for stock growers has not changed enough to justify keeping the 3% discount in
2005. If this change is added to the adjustment for changes in private grazing lease
rates, the Board would need to increase its grazing lease rates by 14% to make them
current,

Is the Land Board going to increase its grazing lease rates?

The Board of Land Commissioners will discuss the results of the 2004 survey of private
grazing lease rates at its monthly meeting on August 27, 2004 at the Marriott Inn in
Pueblo, CO. The Board is discussing the survey results and a possible change in its
leasing rates with the Colorado Cattlemen’s Association and the Colorado Farm Bureau.
The Board is accepting comments about a possible adjustment of its grazing lease rates
until September 17%. The commissioners tentatively plan to vote on any changes to
grazing lease rates at their September 24, 2004 meeting in Durango, CO.

If you would like to submit comments concerning the Board’s grazing lease rates and
possible changes in those rates, please mail them to The Colorado State Board of Land
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Commissioners, 1313 Sherman St., Rm. 621, Denver, CO 80203, ATTN: Larry Routten.
Please mail your comments as soon as possible so they are received before September 17,
2004.
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A

DETERMINING THE VALUE OF LEASES
FOR ANNUAL RANGELAND

The value of a lease for grazing land depends on several factors including forage quantity and
quality, producer and landowner costs. This leaflet includes discussion on, and examples of,
methods for estimating livestock forage requirements, forage availability, forage quality, and
seasonal influences on forage availability and quality. It also includes worksheets to aid livestock
producers (lessees) and landowners (lessors) in negotiating fair lease valueg=—==~ - =

Lessees should analyze ail costs to arrive at profitable lease prices (worksheet 1). Lessors
should examine their expenses to set prices that meet their needs (worksheet 2). In addition,
the forage resource has a value based on the volume and quality of feed available (worksheet
3). It is unlikely that calculations on each worksheet will lead to identical values. Nor will the
numbers calculated to be the “true value” of the lease. They will be a starting point from which
the contractual value can be negotiated. '

For information on formulating leases for grazing land, read Developing Livestock Leases
for Annual Grasslands, Leaflet 21424, University of California ANR Publications.




To calculate the total available forage, subtract the desired
residue level from the production value estimated from
figure 1 and multiply the difference by the number of
grazable acres.

(Production) - (Residuc) % Acres = Available

per acre per acre forage
(figure 1) (figure 1)
Example 2

There are 100 grazable acres on which average produc-
tion is estimated at 2,000 pounds per acre. The desired
residue level is 750 pounds per acre

(2,000 1b/A-750 1b/A) x 100=125,000 Ib of available
forage ‘

: Section 3 _
Adjusting Forage Production
for Seasonal Influences

The production values in figure 1 are scason-long
averages. Since the quantity of available forage changes
throughout the year, it is necessary to adjust available
forage estimates for season of use. Multiply the produc-
tion estimate by the adjustment values in table 2 to
calculate total available forage. If a pastureis to be grazed
more than one season, averags the values for the seasons
it will be grazed.

Table 2.
SEASONAL FORAGE AVAILABILITY
ADJUSTMENT
Seasonal

Season availability

of use adjustment
Year long 1.0
Winter 0.7
Spring 1.3
. Summer 0.8
Fall 0.6

To determine the total available forage, multiply the
available forage (figure 1) by the seasonal adjustment
(table 2).

Available Seasonal Total
forage x adjustment = available
(figure 1) (table 2) forage

Example 3:
Grazing occurs from February 15 to May 15,

125,000 bof x 1.3 = 162,500 1b of
forage (from (table 2)  available forage
previous example)

The livestock in this example require 200,000 pounds
of forage for the term of the lease (example 1). How-
ever, only 162,500 pounds of forage is available from
the pasture. Since the total requirement exceeds total
available forage, it may be necessary to provide sup-
plemental feed, reduce animal numbers or grazing
season, or take steps to increase forage production.

Section 4
Estimating Forage Quality

The quality of available forage will have an impact on
animal performance and therefore affect the value of the
pasture. The graph in figure 2 can be used to estimate
forage quality value for a pasture.

Figure 2. Forage Quality on Dryland'Pastures
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Range Forage Quality Value

0.0

POCR FAIR GOOD EXCELLENT

Forage Quality

Forage Quality Descriptions

Excellent
Improved grasslands: Includes areas that have been seed-
ed and fertilized. Legumes and other desirable forbs are
usually abundant. These lands may also support
desirable perennial grasses. Slopes are usually flat to
moderate,

Good

High-producing grasslands: These areas are characteriz-
ed by deep soils. Legumes and other desirable forbs are
usually conspicuous but not abundant. Slopes are usually
flat to moderate.




: WORKSHEET 1
“BREAK EVEN” LEASE VALUE WORKSHEET FOR LESSEES

The break even value is the lease price at which expenses are met. It does not allow for profit. From this and
the forage value worksheet (3), producers can determine a fair lease rate.

A. BEGINNING INVENTORY

Type/Number/Weight Value/Head Total
$ $
L / /
2 / /
3 / /
: - Beéinning value § S V.9

B. FORAGE REQUIRED (section 1)

(For each animal type, calculate the total forage requirement as shown in section 1. Add these totals to deter-
mine the overall forage requirement.)

Animal type AU Number ‘ Forage required/mo.
(table 1)
1. X x 1,000 = Ib
2. X X 1,000 = Ib
3. X x 1,000 = I
Total forage required/month = lb‘
— x = ®

T otal forage rcquired/rﬁo. Grazing season (mo.) Total forage required

C. FORAGE AVAILABLE (section 2)

( - ) X =
Production Residue Grazable Available
per acre per acre acres forage
(figure 1) (figure 1)
: X - = (9]
Available Seasonal Total
forage availability available
adjustment forage
(table 2)

{continued)
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WORKSHEET 2
«“BREAK EVEN” LEASE VALUE WORKSHEET FOR LESSORS

The break even value is the lease price at which expenses can be met. It does not allow for profit. From this
and the forage value workshest (3), landowners can determine a fair lease rate.

A. LAND COSTS* ' $

Land payment {mortgage & principal)
Tax (property)

Insurance

Interest

Total land costs b3 (A)

B. OPERATING COSTS

Labor 7 _ $
Maintenance - L , 3

Structures - -

Fences

Handling facilities

Water developments

Other ( }
Total maintenance costs 5

Total operating costs ' § (B)

C. DEPRECIATION J Annual
New value + Life span depreciation
b3 3
Structures +
Fences +
Handling facilities +
Water developments -
Improvements
(short term) -
Other ( ) _ =

ihou

Total annual depreciation costs b3 [{]

' D. TOTAL COSTS

s ®S © 3 =3 (D)
Land costs + Operating costs + Depreciation costs Break even lease value

(D) 3 - = § : /month
Break even lease value - Lease term Break even lease value/month

(D) $ - =3 /acre
Break even lease value Total acres Break even lease value/acre

*Based on land value for grazing.




3 - -

The University of California, i compliance with Titles V1 and VIl of tha Civil Fights Act of 1964, Titla X of tha Education Amendments of 1972, Sections
£03 and 504 of the Rehabilitation Act of 1973, andﬂmAgeD:smmnaﬂonMoHB?S does not discriminate on the basis of race, religion, color, national

mental o of 1 activi with of s
?&gnsm:, physical handicap, orngalnany ts programs of ties, or respect to any ﬁmm , Or procedures.

does tha University of California discriminate thebasiscfanoestrysemalonemabonmamalstans. tion {as defined in
Saabn1292(iufthe0arrlorrﬂaGoverMCode) or because Individuals vetaramorViehametawtecans(asdeﬂned the Vietnam
Emvmsmnoadmmmmeumsm1mdm0amm Hesraga:dungmispoﬁcy to the
Wmm University of California, Agricutture and Natural Pasources, 300 Lak.asnde 0&kland.CA94612-3560 (415} 987-

2m-pr-10/88-LE/ALS



COSTS OF GRAZING ON
FEDERAL LANDS AND PRIVATE LEASES

A 1991 Colorado Comparison

James T. Redmond
Former Graduate Student, College of Agricultural Sciences

E. T. Bartlett
Professor, Department of Rangeland Ecosystem Science

Paul Gutierrez
Associate Professor, Department of Agricultural
and Resource Economics

Vilma G. Carande
Post-Doctoral Fellow, Department of Agricultural
and Resource Economic_s

Department of Rangeland Ecosystem Science
College of Natural Resources
Colorado State University
Fort Collins, Colorado 80523

November 1993

c-11



INTRODUCTION

Much controversy has surrounded the grazing fee formula used to determine grazing fees
on federal land. The current grazing fee formula was established by Congress in the 1978 Public
Rangeland Improvement Act (PRIA) and extended by Executive Order in 1986, The grazing fee
has been and is below the lease rate for private grazing land, and has been criticized as an ‘unfair
subsidy to livestock producers who utilize public forage resources. Legislation has been
introduced to increase the fee during the last several congressional sessions.

The current fee formula, established in PRIA, is based on a 1966 base fee of $1.23 per
Animal Unit Month (AUM), a Forage Value Index, a Beef Price Index, and a Prices Paid Index.
The base of $1.23/AUM was derived from the 1966 Western Livestock Grazing Survey by '
comparing costs of leasing private grazing to those of using federal grazing.

The 1966 Western Livestock Grazing Survey reported data on the fee and non-fee costs
of grazing livestock on both private and federal lands. The fee cost is the charge or explicit lease
rate of the forage. The non-fee costs are in addition to the lease charged and include all costs that
a lessee incurs while using the lease. These costs include expenses such as labor, services, repairs,
and supplies necessary to obtain forage for the livestock. The fee plus the non-fee costs comprise
the total amount that a lessee pays to run livestock on any pasture.

The non-fee costs of grazing federal lands are subtracted from the total cost incurred by
private lessees (lease charge plus non-fee costs) to obtain the apparent value of federal forage.
The value, viewed as a residual, is the amount left after the additional expenses incurred by
grazing on federal lands have been subtracted from private lease costs. Any cost that a rancher
does not pay in non-fee costs will be included in the value of grazing on federal lands.

The costs of grazing cattle on private lands reported in the 1966 Western Livestock
Grazing Survey included a $1.79/AUM lease cost and a $2.75/AUM non-lease cost for a total
cost of $4.54/AUM. The non-fee cost of grazing on federal lands was $3.28/AUM. The $1.26
difference ($4.54-3.28) was the imputed value for cattle grazing on federal lands, The value for
sheep was $1.13/AUM. These values were weighted at 80 percent cattle and 20 percent sheep to
arrive at the $1.23/AUM base currently used in the PRIA fee formula.

Obermiller and Lambert (1984) conducted non-fee grazing costs studies in Oregon,
Idzaho, Nevada, Wyoming, North Dakota, and South Dakota. The authors reported similar total
costs of grazing on private and federal lands, but in their study the private-land’leasétafe
comprised a larger percentage of the total than the fee did on federal lands. A statistical
comparison between this study and the values reported in the 1966 Western Livestock Grazing
Survey was not possible because no random survey of lessees was made. To date, there has been
no effort to duplicate the methodology of the 1966 Western Livestock Grazing Survey. Bartlett
et al. (1984) reported a $17.68/AUM cost of grazing on federal lands in Colorado. A comparison
between the later study and the 1966 Western Livestock Grazing Survey was not possible because
the authors did not survey private land lessees.

Nielsen (1991) updated non-fee costs using indices developed by USDA. Nielsen
reported a $12.26/AUM non-fee cost of grazing on federal lands in 1990. His study assumed that
the relative cost structure was the same in 1990 as it was in 1966, This assumption may not hold
now because maintenance requirements for range improvements on federal allotments have



changed as have methods of grazing management.
The purposes of this study were:
1) To provide a comparison between the 1991 non-fee cost of grazing on federal and the
non-lease cost of grazing on private lands in Colorado.
2)To compare the non-fee costs of grazing in 1991 on both private and federal lands to
those reported in the 1966 Western Livestock Grazing Survey.

PROCEDURES
Lists of range livestock producers who hold federal grazing permits and private leases
were compiled. A procedure for estimating sample size was developed. Questionnaires to survey
producers using grazing on federal lands and on private lands in Colorado were developed.

Rancher Lists

The compilation of a complete frame (list of members of the population) and the correct
selection of a sample from that frame were considered essential to the accuracy and efficiency of
the survey. Two frames were required for this study, one for those producers using grazing on
federal lands and the other for those producers leasing grazing on private lands. The procedure
for the compilation of the frame will be discussed first followed by the procedure used for sample
selection.

Federal Permittees: The frame was composed of individuals and firms that used grazing
on federal lands. Individuals and firms were included in the frame to obtain information on non-
fee costs of permittees on each allotment. The frame of permittees that used grazing in federal
lands in Colorado was compiled from the Bureau of Land Management (BLM) and Forest Service
(FS) rolls of federal permittees. The BLM "Range Management Grazing Record Master" for each
BLM Resource Area and the FS "Grazing Permittee Action and Actual Use Record" for each
National Forest were combined. Sorts by name, address, and ZIP code were done to eliminate
duplication of allotments on both FS and BLM lands. Those firms or individuals having permits
on the Comanche and Pawnee National Grasslands were excluded from the frame.

The original list of 2,716 federal allotments was reduced to 1,977 ranchers whom utilized
federal grazing in 1991. This number is down when compared to the 2,100 ra.nchers whom
utilized federal grazing in 1583 (Tuzilett et al. 1984).

Private Lessees: No frame existed listing individuals who leased private rangeland for
grazing in Colorado. County commissioners were asked to develop a list of names, addresses,
and phone numbers of those individuals who lease private rangeland for grazing in their counties.
Two hundred eighty-nine names were received from counties, local livestock organizations, and
Cooperative Extension. Duplications were eliminated from the frame.



Sample Design

A random sample was obtained from each frame. For federal grazing, sample size was
estimated by using the variance in non-fee costs from the 1983 study (Bartlett et al. 1984). A
stratified random sample was utilized to increase accuracy of the survey. Three strata became
apparent when the frequency distribution of animal unit months of each ranch was analyzed. To
estimate sample size, 1983 average costs and standard errors (Bartlett et al., 1984) were assigned
to each strata. Strata 1 was the "large" federal permits with greater than 2050 AUM's, a
$12.54/AUM average cost, and a standard deviation of + $2.03. Strata 2 was the "medium"
federal permits with 501-2050 AUM's, a $17.95/AUM average cost, and a + $5.70 standard
deviation. Strata 3 was the "small" federal permits with less than 500 AUM's, a $22.10/AUM
average cost, and a = $8.43 standard deviation. A sample size of 64 was estimated. The sample
size was doubled to 128 based on an assumed response rate of 50 percent. Using the Neyman
allocation (Schaefer et al. 1979), sample proportions were 27 percent, 51 percent, and 22 percent
for the large, medium, and small strata, respectively. The sample sizes for each strata were 34 for
large, 66 for medium, and 28 for small. Statistical procedures are shown in Appendix A.

The sample selection procedure used for private rangeland lessees was similar to the one
described above for federal allotments. The variance in costs was assumed to be the same on
private leases as for federal lands as no prior estimates for private leases existed. Of the 289
private leases, 130 were randomly selected for the sample.

Questionnaire Design
The questionnaire (Appendix D) for federal land permitees was designed to estimate total

1991 non-fee costs and to identify allotment characteristics influencing the magnitude of those
costs. The questionnaire was slightly modified for private leases to include the lease rate. The
questions were formulated based on the 1983 grazing cost study (Bartlett et al. 1984).

The questionnaire consisted of three parts. Part I provided a general ranch description,
identification of the permittee (or lessee for private leases), the region of the ranch, and ranch
size. Part IT asked for a list of allotments (or leases) that were active in 1991 and the federal
agencies responsible for those allotments. Part III pertained to specific allotment (or lease)
characteristics and associated management activities. Costs were itemized in eight management
activities. Management activities are the type of expenses that livestock producers incurred while
using the forage (Bartlett et al. 198<-. They included depreciation, lost animals, transportation,
gathering, herding maintenance, routine, and other costs (association fees, meetings, paperwork,
etc.). A description of these activities is given in Appendix C.

Interview Method

A combination of mail and telephone surveys were conducted. Questionnaires were
mailed to the randomly-selected permittees and lessees. Letters from the Colorado Cattlemen's
Association and Colorado State University explaining the scope and importance of the project,
questionnaires (one for each allotment), and a postage-paid envelope were mailed to each
interviewee. Follow-up telephone interviews were conducted to assist permitees and lessees in
filling the questionnaires. Not all interviewees could be contacted by telephone. A follow-up
letter was sent to all non-respondents to encourage response. The questionnaires were returned



to the Rangeland Ecosystem Science Department at Colorado State University for analysis.

Data Analysis
Of the 128 questionnaires sent to federal permittees, 45 (35 percent) were returned. Of

those returned, only 39 (30 percent) were in usable form. Of the 128 questionnaires sent to
private lessees, 40 (31 percent) were returned. Of those returned, only 18 (14 percent) were in
usable form. Twenty-two (17 percent) were returned blank. Several reasons may account for the
low rate of response. First, the questionnaire was long and took a significant block of time to
complete. Second, the mailing was delayed well into the spring when livestock producers were
busy. Finally, many of those included on the private lease list did not lease private land for
livestock grazing,
Information from the completed surveys were entered into a spread sheet for data analysis.

Cash and non-cash values were assigned to all activities using current livestock industry
information and past grazing studies (Appendix B). Activity costs were summed across
allotments (or leases) and divided by the total AUM's to obtain AUM-weighted non-fee costs
averages and AUM-weighted private lease rates.

RESULTS :

The 1991 AUM-weighted non-fee costs average of grazing on federal lands in Colorado
was $19.87/AUM with a standard error of £ $1.30/AUM. The 1991 AUM-weighted average
non-lease cost of grazing on private lands was $13.26/AUM with a standard error of £1.20 (Table
1). The confidence interval of the mean was calculated at the 95 percent level, such that we can
state that 95 percent of the time the estimate of non-fee costs will fall between $18.57/AUM and
$21.17/AUM on federal allotments and between $12.06/AUM and $14.46/AUM on private leases
(Appendix A). The composition of the non-fee costs were examined by management
activities (Table 1) and by component costs (Table 2). Lost animals ($4.14/AUM) and gathering
(33.75/AUM) were the two leading source of expenses incurred by permitees grazing on federal
allotments (Table 1). Herding ($3.18/AUM) and gathering ($2.83/AUM) were the two leading
source of expenses incurred by the lessees using grazing on private lands (Table 1).

Figure 1 shows the percentages that each management activity contributed to the total
non-fee cost in federal lands. Lost animals accounted for 20.8 percent, gathering for 18.9
percent, herding for 16.6 percent, followed by routine activities (0.7 s:zreent), maintenance (9.8
percent), depreciation (7.1 percent), and transportation (6.0 percent). Figure 2 shows the
percentages that each management activity contributed to the total non-lease costs in private
lands. Herding accounted for 24.0 percent, gathering for 21.3 percent, maintenance for 17.4
percent, death loss for 15.8 percent, routine for 8.1 percent, transportation for 4.5 percent, and
depreciation for 1.7 percent.

Component costs (Table 2) categorized the type of costs that made up the management
activities, e.g. labor, vehicle costs, horse costs. Component cost sources are important in
allowing indexing of costs in subsequent years. Labor was the highest component costs in both
federal ($9.47/AUM) and private lands ($7.11/AUM). Figure 3 shows the percentage that each
component contributed to the total non-fee cost in federal lands. Labor accounted for 47.7
percent, followed by lost animals (20.8 percent), maintenance (9.8 percent), development



Table 1. Non-fee costs of grazing on federal allotments and
private leases in Colorado in 1991 by use activities ($/AUM).

Management activity Federal Private
Depreciation® 5 1.42 $ 0.22
Lost animals® 4.14 2.10
Transportation® 1.20 0.60
Gathering 3.75 2.83
Herding 3.29 3.18
Maintenance 1,95 2.31
Routine 2.13 1.08
Other 1.99 0.94.
Total $19.87 $13.26
Standard Error 1.30 1.20

® Depreciation of developmenfs based on total cost of

improvements on each allotment or lease paid by permittee or

lessee.

®* Based on the value of animals unaccounted for, 1ncludes death
loss and missing animals.

® Included are those resources used for moving animals to a lease

or an allotment (hired trucki:sg; vehicle use, and horse

expenses) .



Table 2. Weighted average 1991 non-fee costs in Colorado for
federal allotments and private leases, and value of federal

forage.

Component cost? Federal Private Lease
$/AUM $/AUM
Death loss 4.14 2.10
Hired trucking to and from allotment 0.46 0.02
Labor for all management activities 9.47 7.11
Vehicle use for all management 0.89 0.51
actitivites
Horse cost for all management 0.53 0.39
activities
Animal health 0.45 0.38
Maintenance | 1.95 2.31
Association fees 0.26 0.20
Development depreciation® 1.42 0.22

Miscellaneous (vandalism, meetings,
paperwork, predator control, theft,

contracted feed, etc.) | 0.30  __0.02
Total nonfee costs 519.87 $13.26
Private lease rate® -—- _7.64
‘Total costs for private lease . $19:§0‘T—
Value of federal forage® $0.03

® Categories of costs that made up management activity costs.

* Depreciation of developments based on total cost of
improvements on each allotment or lease paid by permittee or
lessee.

© Average lease rate reported, may include payment for services
in addition to grazing.

¢ Total costs for private lease minus total nonfee costs on
federal.



depreciation (7.1 percent), vehicle use (4.5 percent), horse use (2.7 percent), animal health (2.3
percent), trucking (2.3 percent), miscellaneous (1.5 percent) and finally, association fees (1.3
percent). Figure 4 shows the percentages that each component contributed to the total non-lease
cost in private lands. Labor accounted for 53.6 percent of the total non-lease cost followed by
maintenance (17.4 percent), lost animals (15.8 percent), vehicle use (3.8 percent), horse use (2.9
percent), animal health (2.9 percent), association fees (1.5 percent), development depreciation
(1.7 percent), hired trucking (0.2 percent), and miscellaneous (0.2 percent).

Non-fee costs of grazing on federal lands stratified by allotment size are listed on Table 3.
Non-fee costs of grazing on federal lands were $29.42/AUM for allotments less than 500 AUM's,
$22.87/AUM for allotments with 501 to 2050 AUM's, and $16.81/AUM for allotments greater
than 2051 AUM's. Although the non-fee cost of grazing federal allotments decreases with an
increase in allotment size, no inferences about increases in forage values as allotment size
increases can be made because of possible corresponding economies of scale on private leases.
This comparison was not possible because the response rate was insufficient to stratify non-fee
costs by lease size on private lands. : :

Comparison to the 1966 Study
Table 4 provides a comparison between the results of this 1991 study and the values from -

the 1966 study indexed to 1990 (USDA/USDI 1992). The comparison between 1990-indexed
values and the values from this study suggests that non-fee and non-lease costs have increased at
a greater rate than that reflected in the indices. The 1991 non-fee cost of grazing federal lands
($19.87/AUM) was significantly higher than the 1990-indexed value estimated in the
USDA/USDI 1992 study ($10.19/AUM). The $19.87/AUM non-fee cost of grazing federal lands
from this study was 95 percent higher than the indexed non-fee costs of grazing on federal lands
from the USDA/USDI 1992 study.

The non-fee cost of grazing on private lands estimated in 1991 ($13.26/AUM) was also
significantly higher than the 1990-indexed value estimated in the USDA/USDI 1992 study
(38.59/AUM). Non-lease costs of grazing on private lands in 1991 were 54 percent higher than .
the non-lease costs indexed from 1966. In comparing cost components, lost animals and areas
where labor requirements are high (veterinary, moving, herding, and maintenance) showed the
greatest differences.

Forage Value
The value of the federal forage was estimated in the last part of Table 4. The private lease

rate was added to the non-lease cost to obtain the total costs of grazing private forage. The non-
fee cost on federal lands was subtracted from the total costs of grazing private forage to compute
the value of the federal forage. This value was estimated at $0.03/AUM.

The 1990-indexed lease rate from the 1966 study was $4.55/AUM while the reported
lease rate in this 1991 study was $7.64/AUM. The estimate of federal forage value from indexing
1966 results was $2.95/AUM, $2.92/AUM higher than the estimated value from this 1991 study.

Allotment and Lease Characteristics
Table 5 summarizes the allotment and lease characteristics found in this study. Sixty-eight



Table 3. Non-fee costs of grazing on federal allotments by
allotment size in Colorado in 1991 by use activities ($/AUM).

Component Cost

Deprecation
Lost animals
Transportation
Gathering
Herding
Maintenance
Routine

Other

Total

Average AUMs

n

5

v »r W W W A 4An
o

$529.

237.

19

Strata 1
{1-500 AUMs)

$ 3.

09

.45
.97
.46
.48
.18
.91
.70

24

Strata 2
{(501-2052 AUMs)

$ 2.39
$ 4.82
$ 1.68

$ 2.28

$22.87

1,003.5
13

Strata 3

(2053+ AUMs)

$ 1.04
$ 3.64
$ 1.01
$ 3.27
$ 2.92
$ 1.79
s

$




Table 4. Comparison between 1966 non-fee costs indexed to 1990

*1966 values indexed to 1990 as given in USDA/USDI (1992).

and 1991 non-fee costs ($/AUM) and estimates of federal forage
value.
Cost 1966 Indexed to 19907 1991
Federal Private Federal Private
Lost animals 1.78 1.24 4,14 2.10
Association fee 0.20 0.00 0.26 0.20
Veterinary 0.32 0.37l 1.93 0.87
Moving to and from 0.79 0.79 4.30 3.10
allotment
Herding 1.83 1.11 3.29 3.18
Salt and feed 1.62 2.18 0.20 0.21
Travel to and from 1.03 0.81 0.65 0.33
Water 0.27 0.23 0.10 0.02
Horse 0.46 0.27 0.53 0.39
Fence maintenance 0.60 0.67 1.05 1.44
Water maintenance 0.51 0.39 0.90 0.87
Development 0.31 0.08 1.42 0.22
depreciation®
Other 0.47 0.45 1.10 0.33
-Total nunfoo costs 10.19 8.59 19.87 13.2¢
Private lease rate® -- 4.55 - 7.64
Total cost 10.19 13.14 19.87 19.90
Value of federal forage® 2.95 -— 0.03 --

b Depreciation of developments based on total cost of improvements on each
allotment or lease paid by permittee or lessee.

¢ Average lease rate reported, may include payment for services in addition to

grazing.

4 Total costs for private lease minus total nonfee costs on federal.

2



Table 5. Summary of allotment and lease characteristics.

Federal Private

Agency 32% BLM;68% USFS private
Average length of use 104 days 163 days
Livestock 27% sheep;73% Beef 12% sheep, 88%beef
Average AUM's 1,196 780
Acres available 14,411 2,472
Time of use

Spring 10% 20%

Summer 53% 36%

Fall 32% 31%

Winter 05% 13%
Total ranch size 385 AU's 264 AU's

Management intensity 74% High 50% High




percent of the public land grazing in Colorado was Forest Service while 32 percent was BLM.
The season of use on private lands was longer than that on public lands. Producers leasing private
lands had a higher percentage of cattle and a lower percentage of sheep than those producers
using public lands. Although average AUM's and ranch size were higher in federal lands,
differences were not significant (p<.05).

Acres available for grazing were significantly higher (p<.05) on federal lands (14,411
acres) than on private lands (2,472 acres). Time of use was significantly different (p<.05) in
private and federal lands. Although the largest percentage of use was summer and fall for both
private and federal lands, private lands were used more in the spring and winter than federal lands.

Management intensity was determined based on the type of grazing management.
Continuous grazing, non-scheduled deferment or other similar plans were considered low
management intensity. Rest rotation, deferred rotation or open rotation were considered high
management intensity. Management on federal lands was sxgmﬁcantly (p<.05) higher (74 percent)
than on private lands (50 percent).

Conflict Indices

When obtaining forage, conflicts from multiple use, interference, and harassment is of
varying concern. Indices used in the 1983 survey (Bartlett et al. 1984) assessing the importa.nce
of each area of concern was utilized in this survey (Table 6). Survey respondents rated various
factors as highly critical (4), moderately critical (3), low critical (2), and non-critical ( 1), as they
pertained to their operation on a particular allotment or private lease.

The forest management index measured how timber and logging intensity affected forage
productivity, costs or animal performance. The recreation pressure index measured the degree of
disturbance four-wheeling, hunting, camping or other recreational activities caused in relation to
livestock, and ferage. The mining index measured the impact that mining and mineral exploration
caused on labor, costs, or animal performance. The physical and topographic features index
measured how physical and topographic features affected access to forage, quality of forage, and
yield. The compliance index measured the degree of conflict produced by compliance with the
lease, such as adjustments made by the producer to adhere to on/off dates due to range readiness
and condition or change in AUM's. The wildlife index measured the competition of avallable
forage from wildlife at «:iiical times in the season.

The herd management index measured how the AUM allocations on the lease a.ﬂ’ected
herd management. The weed and woody species index measured the degree at which
management is affected by the presence of weed and woody species in the allotment. The
livestock loss index measured the degree of livestock loss due to predation. The poisonous plants
index measured how the control of poisonous plants on key grazing areas affected costs, labor or
livestock performance.

The conflict indices showed that most areas of conflict are greater for the producers using
federal allotments than those using private leases. The forest management index on federal lands
(1.9) was significantly higher (p<.05) than on private lands (1.2). The recreation pressure index
for federal lands (2.7) was not significantly different than for private lands (2.47). The mining
index on federal lands (1.2) was not significantly different than on private lands. The physical



Table 6. Use conflict indices (4=high, 1l=low).

Federal 1991 Private 1991

Forest management 1.9at 1.2b
Recreation pressures 2.7a 2.5a
Mining 1.2a 1l.2a
Wildliife 2.8a 2.3b
Physical & topographic

features 2.,7a 2.1b
Compliance 2.6a 1.7b
AUM allocations 2.7a 1.8b
Weeds & woody species 2.8a - 1.7b
Livestock loss 2.1a 1.5b
Poisonous plants 2.4z 1.6b

!Numbers in the same row follwed by the different letters are
significantly different (p<.05).



and topographic features index on federal lands (2.7) was significantly higher (p<.05) than that on
private lands (2.1). The compliance index on federal lands (2.6) was significantly higher than that
on private lands (1.7). The wildlife index on federal lands (2.8) was significantly higher (p<.05)
than that on private lands (2.3).

The federal herd management index (2.7) was significantly higher (p<.05) than that on
private lands (1.8). The weed and woody species index on federal lands (2.8) was significantly
higher than that on private lands (1.7). The loss of livestock index on federal lands (2.1) was
significantly higher than that on private lands (1.5). The poisonous plants index on federal lands
(2.4) was significantly higher (p<.05) than that on private lands (1.6).

Livestock Performance
Livestock performance is very important to livestock producers in evaluating the value of

forage sources. Livestock statistics and performance from both federal and private surveys were
summarized in Table 7. When results were compared, animals on private leases showed larger
average daily gains than the same class of animals on federal forage. Also, death losses on federal
allotments were generally greater than losses on private leases. There appears to be an economic
advantage of grazing private leases compared to federal allotments although further investigation
is necessary to fully predict the factors that are responsible for the differences in livestock gains
and death losses between the two sources of forage.

Permit Value
Because a competitive market exists for grazing permits, a direct estimate of the annual

value of public land grazing can be obtained by computing a rate of return on the grazing permit
investment and adding this to the current grazing fee (Nielsen and Wennergren 1970).
Differences in production, costs and returns between grazing allotments should be captured in the
market value of public land grazing permits. More productive ranches and/or ranches with lower
costs should theoretically have a higher valued grazing permit, Thus, observed grazing permit
values should give site specific estimates of forage value while directly considering the costs,
forage quality, range improvements, and characteristics of specific public land ranches.

The average permit value per AUM estimated from the total permit value and the total
AUM's on federal lands in Colorado reported by Miller and Bainbridge (1993) was $54.64/AUM.

Using a capitalization rate Gf 3.35% (Torel zuidDoll 1991), the annual value of the permit is
$1.83/AUM. This amount added to the fee paid in 1991 ($1.97/AUM) is $3.80 per AUM and
represents another estimate of the value of federal forage. This estimate exceeds the estimate
reported in Table 2 of this study by $3.77 per AUM.

If permit values arise only because of a capitalized cost advantage for public land grazing,
then this method should provide a direct estimate of forage value. However, if permit values are
influenced by factors other than expected livestock returns, valid estimates of forage value will
not necessarily be obtained using this method. Jensen and Thomas (1967) found that factors
associated with grazing cattle on public ranges explained only 55 percent of the variation in permit
sales value. Similarly, Torell and Doll (1991) found that permit values have not provided a
consistent estimate of the value of public land forage.



Table 7. Livestock performance in Colorado in 1991.

Federal Private Difference®
Average daily gain
Calves {(lbs/day) 2.07 2.15 -0.08
Yearling beef (lbs/day) 1.38 1.86 -0.48
Lambs (lbs/day) 0.41 0.45 -0.04
Death loss
Cows 1.6% 0.6% 1.0%
Yearlings 1.3% 0.2% 1.1%
Calves 3.2% 2.1% 1.1%
Bulls 1.9% 2.3% ~-0.4%
Rams 2.6% 0.0% 2.6%
Ewes 1.7% 2.5% -0.8%
Lambs 2.7% 3.4% -0.7%

® Federal value minus private value.

S o N amlieth



DISCUSSION

When reviewing the results on both federal allotments and private leases, several
conclusions may be drawn. First, livestock producers who use forage from federal allotments
have a larger proportion of their total costs represented in non-fee costs than do producers who
use privately leased forage. Second, when the non-fee cost of grazing federal allotments
($19.87/AUM) is added to the fee ($1.97/AUM) and to the permit value ($1.83/AUM), producers
who use federal allotments pay as much, if not more, than those leasing private land for grazing.
Third, based on the value of the federal forage estimated in this study ($0.03/AUM), the total cost
method is not an appropriate procedure to elicit the grazing value on public land. In 1991, federal
permittees paid the grazing fee ($1.97/AUM) and the permit value {($1.83/AUM) for an implied
forage value of $3.80/AUM. Fourth, operators graze federal allotments for a shorter time with
lower animal performance than operators grazing on private leases. Fifth, operators on federal
allotments are subjected to more conflicts from outside pressures than livestock operators on
private leases.

Because non-fee grazing costs in federal allotments seem to decrease as allotment stze
increases, a comparative by-strata size analysis for private leases is recommended for future
studies. Also future studies should measure the increase in non-fee costs produced by conflicts
associated with multiple use, terms, and compliance with agency regulations.

The study was undertaken to provide a comparison between the 1991 non-fee cost of
grazing federal land and the non-lease cost of grazing on private lands in Colorado. Non-fee
costs on federal lands ($19.87/AUM) were significantly higher than non-lease costs on private
lands ($13.26/AUM). In addition, indexing costs from the 1966 Western Livestock Grazing
Survey resulted in estimates that were significantly lower than actual costs in 1991.
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Appendix A Statistical Procedures for Estimating Sample Size

Presurvey estimates, using 1984 costs and 1991 allotment size to
determine the number of allotments to sample, were calculated
using the following set of equations.

Eg. 1.
The following equation was used to estimate the average cost
per animal unit month (Sheaffer et al. 1979}:

where N=total number of allotments in
population.
Ni=number of allotments in size stratum i.
L=number of strata. '
=average cost per AUM for stratum i.
st=average cost per AUM.

Eg. 2.
The following formula was used to assign a bound on the
error of estimation (Scheaffer et al. 1979):

where ny=number of allotments to sample
in size stratum i.

si’=stratum variance on cost per AUM (taken from 1983 study).

{ st) =Estimated variance of st (estimator of mean).

Egq. 3.

The following equation was used to estimate the number of

ranches to be surveyed (Scheaffer et al. 1979): .
where n=total sample in all strata
w;=fraction of observations allocated to
stratum i. (number of allotments in

stratum i / total allotments)= N,/N
D=bound on error of estimation '

when estimating 1

This yielded.64 ranches to be
surveyed.

Eg. 4.

The Neyman allocation method was utilized to assign the
proportion of sample size n to each stratum (Scheaffer et al.
1979):

The following are the proportions and



sample sizes:

17 allotments.
33 allotments.
14 allotments.

27% or .27*64
33% or .33*64
22% or .22*%*64

Large strata
Medium strata
Small strata

hnn
it no

Eg. 5.
The following formula was used to calculate the confidence

interval of the non-fee costs.
df=n-1



Appendix B Cash and Noncash Costs

1. Estimated Vehicle Cost

Item Pickup Pickup trailer | Stock truck
New Price $15,000.00 $20,000.00( $25,000.00
Salvage $5,000.00 $7,000.00 $5,000.00
Years of use 8 8 12
Ownership cost/year $1,250.00 $1,625.00 $1,666.67
Miles/year 10000 10000 5000
Fuel consumption 12 8 8
(mpg)
Fuel cost/gallon $1.20 _ $1.20 $1.20
Fuel cost/year $1,000.00 - $1,500.00 $750.00
Annual interest 0.1 0.1 0.1
Annual tax/license $100.00 $150.00 $200.00
Annual insurance $400.00 $450.00 $450.00
Annual maintenance $300.00 ' $350.00 $400.00
Annual oil/lub cost $100.00 $100.00 $100.00
Misc. cost/year $900.00 - 81,050.0C0 $1,150.00
Tire cost 500 _ 800 1500
Miles/set of tires 25000 20000 25500
Tire cost/year $200.00 $400.00 $294.12
iTuial Cost/mile $0.37 h $0.50 | . $0.85ﬁ

Car cost: $0.28/mile (Sales and Marketing Management 1990, p.
105).
Semi/Trailer cost: $2.00/lcaded mile (Edens and Carver 1991).

2. Death Loss

Death loss values were considered for animals lost through death
and disappearance on federal allotments or private leases. Costs
were determined by the 1987 Index of Prices Received by Farmers,
and the 1991 Colorado Agricultural Statistics. Weights used to
calculate the value of calves, lambs, and ewes were from Bartlett
et al. 1984,

(a) Calves {(at weaning) steers and heifers:
412 1bs @ $89.80/cwt = $411.18



(b) Yearling steer and heifers:
800 lbs @ $80.00/cwt = $640.00

(c) Cows:
1000 lbs @ $53.10/cwt = $531.00

(d) Bulls: Bulls were valued at the depreciated rate after 2
years of service (assuming 4-year useful life}.

Purchase $2000.00
Less salvage value $1000.00
Carrying value $1000.00 4 yrs life = $250/yr

Assuming loss after 2 yrs: $250/yr * 2yrs =
$500+1loss of foregone sales ($1000) = $1500

Using a discount rate of 10% interest value
for loss of bull ($1500 * .9)= $1350

(e} Lambs {ewes and weithers):
70 1lbs @ $54.40/cwt = $§ 38.08

(f) Ewes: 120 lbs @ $24.10/cwt = $ 28.92

(d) Rams: Rams were valued at the depreciated rate after 2
‘years of service (assuming 4-year useful life).

Purchase 5 250.00
Less salvage value $ 55.00
Carrying value $ 195.00 4 yrs life = $48.75/yr

Assuming loss after 2 yrs: $48.75/yr * 2yrs =
$97.50+1loss of foregone sales ($55) = $152.50

Using a discount rate of 10% interest value for loss of

ram ($1500 * .9)= $137.25

3. Horse Costs

Horse costs were estimated on a depreciation basis of $1200
purchase price, $600 salvage value, and 10 years of useful life.

Purchase price: 51200

Salvage value -$ 600

Carrying value $ 600/10 years = $60/year

Expenses to maintain a horse were calculated by:

Hay (3 ton/yr @ $100/ton) $ 300
Pasture {7 mos @ $20/mo) $ 140
Supplement $ 200
Ferrier $ 150
Veterinary § 100
Miscellaneocus $ 50
Total variable costs 3 940

Total costs= $60 + $940 = $1000
On a per day basis: $1000/365 = $2.74/day

4, Labor costs:



Labor costs were calculated from returned surveys and
included social security, workmans comp., and room and board
where applicable.

Labor Costs
Manager/operator Family Regular hired Day labor
$10.76/hr $ 5.11/hr $ 7.55/hr $ 6.52/hr

Appendix C Description of Allotment Management
Activity Costs: All costs are reported on a dollar per animal unit basis.

l1.Death Loss: Death losses were reported by the total number of unaccounted
for animals per animal unit month.

2.Maintenance: Maintenance costs included labor, vehicle, horse, fence,
structural and watering materials, contracted labor and equipment and
owned equipment expenses.

3.Gathering: Gathering costs included those resources used for taking
livestock off a lease or allotment.

4.Transportation: Transportation costs included those resources used for
moving livestock to a lease or allotment (hired trucking, vehicle, labor
and horse expenses), If livestock were moved to another lease or
allotment following grazing on current lease or allotment, then
transportation costs were considered for the next allotment.

5.Routine and Miscellaneous: This section included those resocurces used in
herd checking, doctering, salting, feeding, water, etc. Cash costs
included the actual cash cutlay for salt, supplement, feed and
veterinary care. Other costs included vehicle, labor and horse costs.

6.Herding and distribution: Cost expenses in this section included the cost
for livestock herding, distribution of animals according to grazing
management schemes, etc. Cash expensss included vehicle, labor and
horse costs.

7.Development depreciation: Total labor, equipment and materials costs for
range improvements on each allotment were determined and depreciation
expenses per year were calculated.

8.0ther costs: Included in these sections were such cash costs as grazing
association fees, contracted feed and water hauling, predator control,
and water costs. Paper work, stockmen's meetings, vandalism, chasing
stock, etc., were reported as noncash cost items indicated by hours
spent, vehicle milage and horse use.

9.Estimated range improvement costs

New cost | Ave cost | Life ‘Deprec Intrest Annual Cost



Ponds* $1880.00 | $ 940.00 | 20 $ 94.00 |[$ 79.90 |$ 173.90
Springs’ $2270.00 | $1135.00 [ 20 $ 113.50 |$ 96.48 | $ 209.98
Wells' $4700.00 | $2350.00 | 25 $ 188.00 | $ 199.75 | $ 387.75
Water $ 900.00 | $ 450.00 { 20 $ 45.00 |$ 38.25 [$ 83.25
Tanks’

Spraying' |$ 12.00 $ 6.00 | 7 $ 1.71 |[$§ 0.43 |s$ 2.14
Fence! $ .75 $ 0.38 |25 $ 0.03 [$ 0.03 [$ o0.06
Corrals’® $1264.80 | $ 632.40 | 25 $ 50.59 |§ 53.76 | S 104.35
Cow camp® | $2500.00 | $1200.00 | 10 $ 250.00 |$ 102.00 |$ 352.00
Bentonite | $ 500.00 [$ 500.00 { 5 $ 50.00 |3 4.25 |$ 54.25
ponds2

Seeding® $ 42.50 {$ 21.25 |25 $ 1.70 |$ 1.80 |$§ 3.52
l.Figures arrived at using 1992 USDA SCS cost doc.

a.Ponds 2000 yd’ earth moved at $0.94/yd>.

b.Well $6.00/foot drilling, $3.00/foot to case, $1000/pump,m
$1000/power source.

c.Fence per foot.

d.Springs, water tanks, are a unit of one.

2.Cow camps and bentonite are assumptions.

3.Corrals were estimated from Feds Cattle Budget, Beef Cow
Enterprise, Central Mountain Region adjusted from 1984 at

3%.

Appendix D Questionnaire

The following questionnaire was sent to those livestock producers
using federal allotments in Colorado. A similar questionnaire
was sent to those using private leases for grazing. The wording
of some of the questions was changed to reflect private leases
instead of federal allotments.



Grazing Fee Advisory Committee
2005 Work Plan

January 21 (Burns/Hines)
Public Comment
Committee Discussion Topics: Other State’s formula/methods
Oregon’s formula factors
Fair Market Value

February 25 (Bend?)
Committee Discussion Topics: Evaluation of Public Comments
Narrowing of Issues/Concerns/Options
Preliminary Committee Recommendation
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March 25 (Bend?) OPTIONAL
Committee Discussion Topics: Review of Draft Committee Report and Recommendation

April 22 (Lakeview?)
Public Comment on Draft Committee Report and Recommendation
Committee Discussion Topic: Final changes to draft Report

May 13 Final Report sent to Committee Members for review/approval

June 17 Final Report sent to Director, Department of State Lands
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