DISCISON RECORD
AND
FINDING OF NO SIGNIFICANT IMPACT
FOR
BASALT CANYON SLIM HOLE
AND
GEOTHERMAL WELL EXPLORATION PROJECTS

Decision:

It is my decision to approve the plans of operation for the Basalt Canyon geothermal well
exploration and Basalt Canyon slim hole exploration projects. This approval will be
subject to the stipulations identified below. The associated geothermal drilling permits
and sundry notices will be approved when consistent with this plan of operations,
provided that drill permit and sundry notice and engineering stipulations are required in
those approvals.

Description of the project:

Mammoth Pacific, L.P., (MPLP) is proposing to conduct two geothermal resource
exploration drilling projects on portions of two existing federal geothermal resource
leases, CA-11667 and CA-14408, within the Mono-Long Valley Known Geothermal
Resource Area (“KGRA™), in Mono County. California. The area to be explored, termed
the Basalt Canyon geothermal exploration area. consists of those lands located within
Section 31, Township 3 South, Range 28 East (T3S, R28E), and Seection 36. T35, R27E,
Mount Diablo Baseline and Meridian (MDB&M), which are west of U.S. Highway 395
and north of California Highway 203. For the Basalt Canyon Slim Hole Exploration
Project. MPLP proposes to drill and monitor up to five small diameter holes from up to
five of six identified sites in the exploration area. For the Basalt Canyon Geothermal
Well Exploration Project, MPLP proposes to drill, complete. and test up to two large
diameter geothermal exploration wells from up to two of these same six identified sites.
Both the Basalt Canyon Slim Hole Exploration Project and the Basalt Canyon
Geothermal Well Exploration Project (“Projects™) are located entirely on public lands
within the Inyo National Forest.

The specific objectives of the Basalt Canyon 5lim Hole Exploration Project are to drill
targets identified through geologic and geophysical surveys to confirm the geologic
information. measure temperature profiles, obtain samples of the geothermal fluid for
water chemistry, and monitor reservoir pressures. The specific objectives of the Basalt
Canyon Geothermal Well Exploration Project are to drill into and flow test the identified
geothermal reservoir to confirm the characteristics of the geothermal reservoir and
determine 1f the geothermal resource is commercially viable. Should a commercially
viable geothermal resource be verified by the Projects, MPLP would be required to
submit new applications and receive additional approvals before proceeding with any
commercial development or production of those resources.



Rationale for Decision:

I have reviewed the plans of operation for the Basalt Canyon slim hole exploration
project and the Basalt Canyon geothermal well exploration project. The Environmental
Assessment (EA) was prepared based on issues the USFS, BLM and the public identified
during scoping. A field trip was scheduled subsequent to the public scoping and the
public was invited to attend through published notification in the local papers and over
local radio and television stations. Comments from the public were then incorporated
within the EA.

I have reviewed the public and agency comment letters received by this office during the
NEPA process. The public comments and USFS/BLM's responses are attached.

This Action is approved because:

A. This decision is consistent with the purpose for which lands were leased by the
United States of America to MPLP and which conveyed to MPLP the “exclusive
right and privilege to drill for, extract, produce, remove, utilize, sell. and dispose
of geothermal steam and associated geothermal resources.” To maintain this right
MPLP must “diligently explore the leased lands for geothermal resources until
there is production in commercial quantities” applicable to each of these leases.

$

B. The decision is consistent with surface use stipulations that were made part of the
Leases CA-11667 and CA-14408. The operator has completed archaeological
and Threatened. Endangered, and Sensitive wildlife and botanical surveys, the
potential impacts to surface and ground water resources has been evaluated, the
Operalor is monitoring water characteristics in Hot Creek. visual impacts have
been evaluated, and the proposed operations, as modified by the included
mitigation measures, will not result in unacceptable environmental impacts.

C. The exploration of the geothermal resource is consistent with initiatives of the
Secretary of Interior’s National Energy Policy and supports the National
Renewable Energy Initiative by providing more information about the energy
production from geothermal resources.

D. No impacts were identified in the subject EA that would justify denial of the
applicant’s rights granted under the existing lease,

The Bishop Paiute Tribe recommended that a representative of the Bishop Paiute tribe be
funded by the operator, BLM, or the Forest Service, to monitor new ground disturbing
activities associated with the project for the prevention of impacts to cultural resources
within the project’s area. It is not BLM policy to require the proponent to fund tribal
oversight, however, MPLP has the option to fund a tribal representative during the
ground disturbing activities.




Comments on the EA raised resource impact issues related to deer migration, ground
water contamination, and public concern about development in the area.

Our evaluation of possible impacts on project area mule deer use included reviewing
existing reports on general deer usage in the Mammoth Lakes area, specific deer studies
completed for other projects. and research on the affects of development on deer use. In
addition, we discussed this information with California Department of Fish and Game
personnel during a meeting on February 8, 2002, Tim Taylor, California Department of
Fish and Game Wildlife Biologist. said that he considers the Basalt Canyon geothermal
exploration area to be important as a holding area (an intermediate destination to be used
while waiting to finish migration to the main summer range) for a small portion of the
Round Valley mule deer herd (Taylor. 2001 and 2002 per. com.). Telemetry data
indicates that during years of “normal” precipitation deer from the Round Valley herd
begin to arrive on the Sherwin holding area in early April and may inhabit the Basalt
Canyon area by April 15. The deer generally spend several months in and around the
project area while they wait to complete their migration. Tim indicated that, though
limited in total numbers, the deer that use this area generally arrive in poor condition and
rely on the succulent forage to replenish reserves depleted during winter months. Tim
advised us that impacts during migration and holding periods would be the most
significant as the deer are heavily dependent on forage and other available habitat within
the migration routes and adjacent holding areas. Tim also noted that a limited resident
population of deer from both the Casa Diablo and Round Valley herds use Basalt Canyon
during the summer. He indicated that this use and the use during the fall migration
period were less important than use during spring migration.

Limiting project implementation during the spring migration/holding period (WLD-1)
would eliminate the most significant potential mule deer impacts. As these projects are
exploratory in nature and somewhat flexible in their completion schedule, I am confident
that implementation of the spring limitation will not unduly interfer with the proponent’s
ability to complete their exploration program and that the project, as modified by the
included wildlife mitigation, will not result in significant direet. indirect. or cumulative
lmpacts,

During the meeting with the Department of Fish and Game we discussed possible project
impacts to Sage Grouse. 1t is my understanding that the Sage Grouse use would
generally coincide with the mule deer migration/holding period. By restricting drilling
during this period we will also mitigate possible impacts to the grouse.

We are completing a thorough review of the down-hole drilling program. I am confident
that the requirements by BLM and California Regional Water Quality Control Board,
Lahontan region (CRWQCB), will provide adequate drilling stipulations on well casing
design that will seal off any shallow cold ground water encountered and maintain ground
water quality. Additionally, BLM will have an Engineer on site to witness the drilling
procedures and ensure adherence to the stipulations.

Members of the public expressed concern about commercial development for the Basalt
Canyon area. As stated in the project description this project is specially designed to




explore for geothermal resources and does not propose commercial development or use.
Commercial development is outside the scope of this analysis and this decision applies
only to exploration.

The stipulations are listed below.

Stipulations:

These stipulations were complied from mitigation measures in the Environmental
Assessment, Basalt Canyon slim hole and Geothermal Exploration Projects and the
public and agency comment letters received.

CUL-2: Drill pads and access roads shall be constructed 1o ensure that the recorded
archaeological site materials are not disturbed. Any surface disturbing activity conducted
for the Project along Sawmill Road between State Route 203 and the access road to Site
55-31, including the laying of temporary pipeline along the side of the road. shall either
utilize the north side of Sawmill Road or be located to ensure that the cultural resource
materials recorded adjacent to the south side of Sawmill Road are not disturbed.

Clearly mark and flag the limits of surface disturbing activities, including an adequate
buffer zone, prior to the start of all grading or other surface-disturbing activities. The
flagging shall be set with the assistance of 3 professional archaeologist, and the
construction/grading contractor and each of the workers shall be trained to understand the
flagging and its importance.

CUL-3: If previously unrecorded cultural resources are encountered during grading or
other surface-disturbing activities, all grading or other surface-disturbing activities at the
location of the discovery shall cease, and the authorized officer notified. Grading or other
surface-disturbing activities shall not recommence at the location of the discovery until
the 1dentified cultural resources(s) have been assessed. any necessary mitigation actions
taken, and approved by the authorized officer.

VIS-1: All drill rig and well test facility lights shall be limited to those required to safely
conduct the operations, and shall be shielded and/or directed in a manner which limits
direct light to the immediate work area, except as may be required to comply with
Federal Aviation Administration requirements. Special care shall be taken to minimize or
avoid the placement or use of lights that may be directly visible from U.S. Highway 395,
State Route 203, the Town of Mammoth Lakes, or other areas where substantial numbers
of viewers may be present. Work lights shall only be on at times required for safety.

VIS-2: A buffer of native vegetation, approximately 25 feet or greater in width. shall be
left between Sawmill Road and the drilling pad sites 35-31. 23-31, 12-31. and 81-36.
Access roads and reserve pits should be out of the direct view of travelers on Sawmill
road. The site entrance roads should be constructed at approximately 45-degree angles to
Sawmill Road and the existing vegetation should be used for screening.







