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Form 3400-12

Serial Number
(April 1986)

UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT U-50722

‘ MODIFIED COAL LEASE

PART I. LEASE RIGHTS GRANTED

This lease, entered into by und between the UNITED STATES OF AMERICA hereinafter called lessor, through the Bureau of Land Management, and
{Name and Address) N

i) p O
Soldier Creek Coal Company e <
P. 0. Box I . SRS A
Price, Utah 84501 T v el
1 —oeo i

xlifiec X - PR e
hereinafter called lessce, iq/;rf}ecuve (date) . for a period of 20 vears and for so lung thereafter as coalis produced in coh{mercial
quantities from the leased lands, subject to readjustment of lease terms at the end of the 20th lease year and each 10-yeui,périod Lhereuﬂqr,.:,

Sec. 1. Thisa lease is issued pursuant and subject to the terms and provisions of the: ' e . TToek
(X Mineral Lands Leasing Act of 1920, Act of February 25, 1920, as smended. 41 Stat, 437, 30 U.S.C. 18412847, hereinafter referred to gé the Act;

.

(O Mineral Leasing Act for Acquired Lands, Act of August 7, 1947, 61 Stat. 913, 30 U.S.C. 351-359: ‘:”J
and to the regulations and formal orders of the Secretary of the Interior which are now or hereafter in furce, when not inconsistent with the express
and specific provisions herein.

Sec. 2. Lessor, in consideration of any bonuses, rents, and royalties to be paid, and the conditions and covenants to be observed as herein set forth,
hereby granta and leases to lessee the exclusive right and privilege to dnll for, mine, extract, remove, or otherwise process and dispose of the coal

deposits in, upon, or under the following described lunds:

TRACT 1
T. 13 S., R. 11 E., SLM, Utah
Sec. 12, EhWd, Whik;
. Sec. 13, NWhNEY, NEXNWY.

Containing 400.00 acres

TRACT 2 «

T. 13 S., R. 11 E., SLM, Utah
Sec. 1, lot 8.

Containing 40.00 acres

* Limited to the coal reserves in the
Rock Canyon Coal Seam only.

cunlainir)g 440,00 acres, more or less, together with the right to construct such worka. buildings, plants, structures, equipment and appliances
andtherightto use such on-lease nghts-of-way which may be necessary and convenient in the execcise of the nghts and pnvileges granted, subject Lo

the conditions herein provided.

PART Ii TERMS AND CONDITIONS

Sec. | (a) RENTAL RATE - Lessee shall pav lessor rental annually and
inadvance for each acre ur fraction thereof during the continuance of
the lease ut the rate of 3 3.00 for cuch lease year

.

by RENTAL CREDITS - Rental shall not be credited against either

production or advance rovalties tor any year. '

. q) & 12%

Sec 2. 1a) PRODUCTION ROYALTIES - The royalty shall be Jer-
centofthe value of the coal us set forth in the regulations. Rovalties are
due to lessor the final day of the month succeeding the calendar month

in which the royalty obhigation accrues.

tb)y ADVANCE ROYALTIES - U'pon request by the lessee, the uuthonzed

otficer may accept, for a total of nut more than L0 years, the paymentof

advance royalues in licu of cuntinued vperation. consistent with the

regulations. The advance rovalty shall be based on a percent of the

value of a minimum number of tons determined in the manner

established by the advance rovalty regulations in effect at the time the
ssee requests approval to pay advance rovalties in lieu of continued
eration,

+ Nec.d. BONDS - Lessee shall maintainn the properoffice a lease bond
intheamountof$ 75 000 - Theauthonzed vificermay require an
increase in this amouht when additional coverage s determined
appropriate.

SC3 Revised 09/10/90

2-69

Sec. 4. DILIGENCE - This lease is subject to the conditions of diligent
development and continued vperation. except that these conditions are
excused when operatuons under the lease are interrupted by strikes. the
vlements, or casualties not attributable to the lessee. The lessor. 1n the
publicinterest, may suspend the condition of conunued operation upon
payment ot udvance royvalties in accordance with the regulations in
existence at the ume of the suspension. Lessee's tailure to produce coal
in commercial quantities at the end of LU years shall terminate the
lease. Lessee shall submutan operation and reclamation plan pursuant
to Section 7 of the Act nut later than 3 years after lease issuance.

The lessor reserves the puwer to assent to or order the suspension of the
terins and conditions of this lease 1n accordance with, inter aha,
Section 39 of the Mineral Leasing Act. 30 U S.C. 209,

Sec 5 LOGICAL MINING UNIT (LMU) - Either upon approval by the
lessor of the lessee’s application or at the direction of the lessor. this
lease shall become an MU or part uf an LMU. subject to the provisions
set torth in the regulations.

The supulations established in an LMU approvalin effect at the time of
LMU approval will supersede the relevant inconsistent terms ol this
lease solong as the lease remains committed to the LMU. [fthe LML o1
which this lease 1s a partas dissolved, the lease shall then be subject 1)
thelease terms which would have been applied if the lease hid not beer,
included in an LLMU



Sec. 6. DOCUMENTS, EVIDENCE AND INSPECTION - At such times and
in such form as lessor may prescribe, lessee shall turnish detatled
statements showing the amounts and quality of all products removed
and sold from the lease, the proceeds therefrom, und the umount used
for production purposes or unavoidably lost.

.see shall keep open atall reasonable times for the inspection of any

y authorized officer of lessor, the leased premises and all surtace and
underground improvements. works, machinery, ore stockpiles. equip-
ment, and all books, wccounts, maps. and records relative to operations,
surveys, or investig.aiions un or under the leased lands.

Lessee shall allow lessor access to and copving of documents reason
ably necessary to venty lessee comphance with terins and conditions o
the icase.

While this lease remains in ettect. ol rmation obtioned under this
serunsn shall be clused to inspection by the publhic in aecordance with
e 1 recaom of Informaton Act o0 US.CL002

Sec. 7. DAMAGES TO PROPERTY AND CONDUCT OF OPFRATIONS -
Lessee shall comply atits own expense with all reasonable orders ot the
Sevretary. respecting dibigent operations, preseanuon of waste, and
protection of other resources.

Lessee shall notconduct exploration operations. other than casual use,
without an approved exploration plan. All expioration plans prior
the commencement of mining operations within an approved mining
permit area shall be submitted to the authurized officer.

Lessee shall carry on all operations in accordance with approved
methods and practices as provided in the uperating regulations, having
due regard for the prevenuon of injury to life, health, or property, and
prevention of waste, damage or degradation to any land. air, water,
cultural, biological, visual, and other resources, including mineral
deposits and formations of mineral deposits not leased hereunder, und
to other land uses or users. Lessee shall tuke measures deemed
necessary by lessor to accomplish the intent of this lease term. Such
measures may include, but are not hmited to, modification to proposed
siung or design of facilities, timing of operations, and specification of
erim and final reclamation procedures. [essor reserves o itself the
,ﬂ to lease, sell, or otherwise dispose of the surface or other mineral
eposits in the lands and the nght o continue existing uses and to
authorize future uses upon or in the leased lands, including issuing
lerases for mineral deposits not covered hereunder and approving
easements or rights-of way. Lessorshall condition such uses to prevent
unnecessary or unreasonable interference with nghts of lessee us may
be consistent with concepts of multiple use and multiple mineral
development.

Sec. 8. PROTECTION OF DIVERSE INTERESTS. AND EQUAL OPPORTU-
NITY - Lessee shall: pay whendue all taxes legally assessed and levied
under the laws of the State or the United States; accord all employees
complete freedom of purchase; pay all wages at lease twice each month
in lawful money of the United States; maintain a safe working
environment in accordance with standard industry practices; restrict
the workday to not more than 8 hours in any one day for underground
workers, exceptin emergencies; and tuke measures necessary Lo protect
the health and safety of the public. No person under the uge of 16 years
shall be employed in any mine below the surfuce. To the extent that
luws of the State in which the lunds are situated are more restnctive
than the provisions in this paragraph, then the State laws apply.

Lessee will comply with all provisions of Executive Order No. 11246 of
September 24, 1965, as amended, and the rules, regulations, and

relevant orders of the Secretary of Labor. Neither lessee nor lessee’s
subcontractors shall maintain segregated facilities.

Sec. 15. SPECIAL STIPULATIONS -

SC3 Revised 09/10/90

Sec. 9. (a) TRANSFERS

X This lease may betransferred in whaole orin part to any person,
assuciation or corporation qualified to hold such lease interest.

[J This leuse may be transterred in whole or 1in purt to another
public body or to a person who will mine the coal on behalf of, and
for the use of, the public body ur to a person who for the limited
purpose of creating a security interest o favor of a lender agrees
tu be vbligated to mine the coal on behalf of the public body.

O Thislease may only be transferred in whole orin partto another
small business qualitied under 13 CFR 121

Transfers of record ttle, working or royalty interest must be
approved in accordance with the regulations,

thy RELINQUISHMENT - The lessee may rehinquish in writing at any
tume alb rights under this leasc orany portion thereof as provided in the
regulations, Upon fessors acceptance ol the rebinquishmeat, lessce
shall be relieved of all future obligations under the lease or the
reingquishied portion thereol, whichever s apphcable.

Sec 10 DELIVERY OF PREMISES, REMOVAL OF MACHINERY EQUIP-
MENT ETC - At such time as all portions of this lease ar e returned to
lessor, lessee shall deliver up o lessor the land leased, underground
umberning, and such other supports and structures necessary for the
preservation of the mine workings on the leased premises or deposits
and plice all workings in condition for suspension or abandonment.
Within 180 days thereof, lessee shall remove from the premises all other
structures, machinery, equipment, tools, and matenals thataitelects to
or as required by the authorized officer. Any such structures, ma-
chinery, equipment, tools, and matenals remaining on the leased lunds
beyond 180 days, or approved extension thereof, shall become the
property of the lessor, but lessee shall either remove any or all such
property or shall continue to be hiable for the cost of removal and
disposal in the amount actually incurred by the lessor. 1f the surface 1s
owned by third parties, lessor shall waive the requirement for removal,
provided the third parties do not object to such waiver. Lessee shall,
prior tu the termination of bond hability or at any other tme when
required and in accordance with all applicable laws and regulatons,
reclaum all lands the surface of which has been disturbed, dispose of all
debris ur solid waste, repair the offsite and unsite damage caused by
lessee's activity or activities incidental thereto, and reclaim access
roads or trals.

Sec. 11, PROCEEDINGS IN CASE OF DEFAULT - If lessee fails to comply
with applicable laws, existing regulations, or the terms, conditions and
stipulations of this lease, and the noncompliance continues tor 30 days
after written notice thereof, this lease shall be subject to cancellaton by
the lessor only by judicial proceedings. This provision shall not be
construed to prevent the exercise by lessor of any other legal and
vquitable remedy, including waiver of the default. Any such remedy or
waiver shall not prevent later cancellauion for the same detault
oceurning at any other time,

Sec. 12, HEIRS AND SUCCESSORS-IN-INTEREST - Each obhigation of
this lease shall extend to and be binding upon, und every benefit hereaf
shall inure to, the heirs, executors, administrators, successors, or
assigny of the respective parties hereto.

Sec. 13. INDEMNIFICATION - Lessee shall indemnify and hold harmless
the United States from any and all claims anding out of the lessee’s
activities und operations under this leuse.

Sec. 14, SPECIAL STATUTES - This lease 1s subject to the Clean Water
Act {33 U.5.C. 1252 et. seq.), the Clean Air Act (42 U.S.C. 4274 et. seq.),
und to all other applicable laws pertaining to exploration activities,
mining operations and reclamation, including the Surface Mining
Control and Reclamation Act of 1977 (30 U.S.C. 1201 et. seq.).



Sec. 15. SPECIAL STIPULATIONS (Cont'd)) -

- SEE ATTACHED STIPULATIONS -

SOLDIER CREEK COAL COMPANY

THE UNITED STATES OF AMERICA

BY BUREAU OF LAND MANAGEMENT

Company or Lessee Name

keladlboe

LU e

(Signature of Lessee)

PRESJIDEVT

(Sig ":long
Chief, Minerals|Adjudication Section

(Title) ('I‘ule)
WGt el

Agsusr z¢ )990 AU
(Date) i’ (Date)

.le 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of the United States any
false, fictitious or fraudulent statements or representations as to any matter within its junsdiction.

This form does not constitute an information collection as defined by 44 U.S.C. 3502 and therefore does not require OMB approval.

SC3 Revised 09/10/90



The following stipulations made part of this lease may be waived or amended
with the mutual consent of the lessor and lessee.

1. In accordance with Sec. 523(b) of the “Surface Mining Control and
Reclamation Act of 1977, surface mining and reclamation operations conducted
on this lease are to conform with the requirements of this act and are subject
to compliance with Office of Surface Mining regulations, or as applicable, a
Utah program equivalent approved under cooperative agreement in accordance
with Sec. 523(c/). The United States Government does not warrant that the
entire tract will be cusceptible to mining.

2. The permitting of any mining operations on the lease will be subject to
the possible designation of any portion of the lease as unsuitable for some or
all kinds of surface mining under the requlations or the Department under the
Surface Mining Control and Reclamation Act of 1977 (SMCRA) in effect at the
time of action on the mine plan permit.

3. Before undertaking activities that may dgisturb the surface of previously
undisturbed leased ltands, the lessee may be required to conduct a cultural
resource inventory of the ireas to be disturbed. These studies shall be
conducted by qualified proressional cultural resource specialists and a report
prepared itemizing the rindings. A plan will then be submitted making
recommendations for the protection of, or measures to be taken to mitigate
impacts ror identified cultural resources.

If significant cultural resources are discovered during operations under this
lease, the lessee shall immediately bring them to the attention of the
authorized officer who shall evaluate or have evaluated such discoveries and,
within 5 working days, shall notify the lessee what action shall be taken with
respect to such discoveries.

The cost of conducting the inventory, preparing reports, and carrying out
necessary protective mitigating measures shall be borne by the lessee.

4, Before undertaking activities that may disturb the surface of previously
undisturbed leased lands, the lessee may be required to conduct a
paleontological appraisal of the areas to be disturbed. The appraisal shall
be conducted by qualified paleontologists and a report prepared itemizing the
findings. A plan will then be submitted making recommendations for the
protection of, or measures to be taken to mitigate impacts for identified
paleontological resources.

If paleontological remains (fossils) of significant scientific interest are
discovered during operations under this lease, the lessee shall immediately
bring them to the attention of tne authorized officer who shall evaluate or
have evaluated such discoveries brought to his attention and, within 5 working
days, shall notify the lessee what action shall be taken with respect to such
discoveries. Palecntological remains of significant scientific interest do
not include leaves, ferns, or dinosaur tracks commonly encountered during
underground mining operations.
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The cost of conducting the inventory, preparing reports, and carrying out
necessary protective mitigating measures shall be borne by the lessee. The
cost of salvage of paleontological remains (fossils) shall be borne by the
United States.

5. [f there is reason to believe that threatened or endangered (T&E) species
of plants or animals, or migratory species of high Federal interest occur in
the area, the lessee shall be required to conduct an intensive field inventory
of the area to be disturbed and/or impacted. A listing of migratory birds of
high Federal interest in Federal coal producing regions is published by the
Fish and Wildlife Service, Migratory Bird Management Office, Washington, D.C.
The inventory shall be conducted by qualified specialist and a report of
findings will be prepared. A plan will be prepared making recommendations for
the protection of rhese species or action necessary to mitigate the
disturbance.

The cost of conducting the inventory, preparing reports, and carrying out
necessary protective mitigating measures shall be borne by the lessee.

6. The lessee shall be required to perform a study to secure adequate
baseline data to quantify the existing surface resources on and adjacent to
the lease area. Existing data may be used if such data is adequate ror the
intended purposes. The study shall be adequate to locate, quantiry, and
demonstrate the inter-relationship of the geology, topography, surface
hydrology, vegetation, and wildlife. Baseline data will be established so
that future programs of observation can be incorporated at requiar intervals
for comparison.

7. Powerlines on the lease area used in conjunction with the mining of coal
from this lease shall be constructed so as to provide adequate protection for
raptors and other large birds. When feasible, powerlines will be located at
least 100 yards from public roads.

8. The lessee shall provide for the suppression and control of fugitive dust
on haul roads and at coal handling and Storage facilities on the lease area.
The migration of road surfacing and subsurface materials into streams and
water courses shall be prevented.

9. The lessee shall be required to establish a monitoring system to locate,
measure, and quantify the progressive and final effects of underground mining
activities on the topographic surtace, underground and surtace hydrology and
vegetation. The monitoring system shall utilize techniques which will provide
a continuing record of change over time and an analytical method for location
and measurement of a number of points over the lease area. The monitoring
shall incorporate and be an extension of the baseline data.
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10. Except at specifically approved locations, underground mining operations
shall be conducted in such a manner soO as to prevent surface subsidence that
would: 1) cause the creation of hazardous conditions such as potential
escarpment failure and landslides, 2) cause damage to existing surface
structures, or 3) damage or alter the flow of perennial streams.

1. In order to avoid surface disturbance on steep canyon slopes and to
satisfy the need for surface access, all surface breakouts for ventilation
tunnels shall be constructed from inside the mine, except at specifically
approved locations.

12. Support facilities, structures, equipment, and similar developments wil’
be removed from the lease area within 2 years after the final termination of
use of such facilities. This provision shall apply unless the requirement of
Section 10 of the lease form is applicable. Disturbed areas and those areas
occupied by such facilities will be stabilized and rehabilitated, drainages
reestablished, and the areas returned to a premining land use.
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CHUBB GROUP OF INSURANCE COMPANIES

1H Mounbain View Hoad O Boa bah, Warten, Mow deaey 7061101

FEDERAL INSURANCE COMPANY

O «

[ 3] < o

e
T
RIDER to be attached to and form a part of PO o
Bond No. 8104=-77-14 wharein FERSTEE
SUNEDCO COAL. COMPANY PR
is namod as Principal and FEDERAL INSURANCE COMPANY BRI
AS SURETY, in favor ol 7 -
UNITED STATES, DEPARIMENT OF THE INTERIOR, BURFAU OF LAND MANACIMENT O

in the amount of $300,000.00.

effective 8/ 14/85

Subsequently decreased to $5,000.00. effective 8/19/87, dated 9/14/87.

IT IS HEREBY STIPULATED AND AGREED THAT said bond is hereby amended as foliows:

The name of the principal in said bond is changed trom
SUNEDCO COAL COMPANY
TO
. SAGE POINT COAL COMPANY
and that the Principal hereby binds itself, its successors and assigns, as Principal and FEDEHAL‘IN-

SURANCE COMPANY hereby binds itself, its successors and assigns, as Surety, in accordance with
the lerms, provisions and conditions of said bond as so amended.

IN WITNESS WHEREOF, the said Principal and Surely have caused this Rider 10 be duly signed and
their respective seals to be hereunto allixed this ¢y, day ol

July, 1990
Accepled: SAGE_POINT COAL COMPANY

By: /@/Mcm
BY

FEDERAL, INSURANCE C?MPANY
A . ) «, /‘,‘ V
BY ”__‘/'l & /L/l.,( . (‘“ [N ‘i..\)
Lisa A. Kennedy /}
Attorney-In-Fact —
PHI‘H&D
Form 15020073 (Rav 9 84)
5C3 Revised 09/10/90
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oo POWER OF ATTORNEY

Know all Men by these Presents, That the FEDERAL INSURANCE COMPANY, 15 Mountain View Road, Warren. New Jersey, a New Jersey Corpora-
ton, has constituted and appoinled, and does hereby conslitute and appoint James D. McMahon, Brice R. Camber, Denise

DuMont, William J. Hill, Steven B, Cade, Lisa A. Kennedy and Matthew K. Lubln of Phtladelphia,

EONSY LV AN LA == m o e et e oo ———

each its true and lawful Attorney-in-Fact 10 execule under such designation in its name and to affix its corporate seal 10 and doliver lor and on its behalt as
surely therson or Othurwise, Donds of CbIIgaLIONs givun of Bxuculud In the Course of It businubs, und uny INsTUIMBNL amoending or allering thu same, and con-
sents to the madification or alteration of any insttuments telerred o In suid bonds or obligations.

in Wilness Whereol, the said FEDERAL INBURANCE COMPANY has, pursuant 10 its By-Laws, caused these presents 10 be signed by i3 Assislanl Vice-President and Assisliant Secrelary and its
corporale seal 10 De herelo altined thia 7th day ot ] uly 19

Corporale Seal

FEDE SURANCE,COMPANY

.' Yy
Hinarg D O'Connor . 4

Assintlant Secielary

Qeoige McClulian
Assistant Vice-President

SYATE OF NEW JERSEY

ss.
County ol Somersel

On this 7th day of Ju ly 19 89 . bulore me personally cume Richaid O O'Connds 10 me knOwn and by Mo knowd 10 be Assistant Secielaty of the FEDERAL IN-
SURANCE COMPANY, the COipofaiion doscribed in and which execuled ine 101eQoing Fower of Alluiney, and the swid Fichiaid O O'Connor being by me duly swoin, dil Guposu #nd say Uisl he 18 Asaisian! Secietury
ot the FEDERAL INSURANCE COMPANY and hnows the Corpoiaie swal INeieol, thel ihe seal allised 10 ihe 101890ing Puwer Of Alluifay is SuCh COLEOIAIG Seal und was thoielo allixed by sulhotily Of the By-Laws
Ol said Cumnpany, ana thdt e signed said Power of Alloiney as Assistani Secielary of sais Company Dy like suthotity, 8nd sl he 18 sCQuaniad with Geoi je MCClallan ana Anows him 10 e thu Assistan! Vice-Presioent

sad Company, and that the siynsiute ol saxt Georye McCisllan subsciibed 10 said Powser ol AlOINGY I8 N 116 genuine handwiing ol amd Gooige McClellan #nd was 1Nerelo subaCMbed Dy autharnly of saxd
Laws diid i dEPONNL's presance

Notatial Segl ..C».L:
! £0
4

ACknowiedged und Sworn 10 belois me

. On ihg duls ADOVR willlen /,7
Lo Rprune

ALICE. ~EUNARD Notwy Public
CEATIFICATION NOTARY #ULLIC Ur NEW JERSEY
STATE OF WtW JEHSEY My Conumission Expirus July 12, 1993

ss.
County of Sumurset

1, the udusguod, Axswtent Seciotary of the FEDERAL INSURANCE COMPANY, do hereby Certity thal 1he (0HOwing is & tiud excCerpl rom the By-Laws ol the said Company us adopled by us Board of Direciors
U MaiCh 11, 1923 and miost reConlly amunded Maich 3, 1088 #inu thal liuy By-Law 18 1 full lorce ang shect

"ARTICLE XVill

Sochcn 2 All bunUs, undertaniiys. CONLiaCES 4nd OIKKT INBIUME s OINeS Lhan a8 above [0r and 0n benasll of Ihe Company whiCh il 18 aulhofized Dy law Ot ity Charler 10 ¥xoCute, May and shall be execuled
0Ly namo 3 un Luhall of the Cumpany either Dy Whe Chaiman vl the Vice-Ch o1 the P J

Of & Vicu-Prasident, juinily wilh 1he beCloialy ur an Asaistant Seciolaly, undel Ihew [espoclive
AOa AU, LACHPL Hial wily VN W INUIY OICWI s V1 BIKINCYS - 18CT Gesiyialed i any (eBALLION Ul the Bosrd O DineCluts 0 the Ereculive Cotmilioy, 01 N any puwei Ul &Ly SA6CULed 83 PIVKIed
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