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Bureat of
tand Maragemep,

RE: ANDALEX Resources, Inc.
Aberdeen Mine, Royalty Rate Reduction
Economic Analysis

Dear Ms. Wisely,

Enclosed in triplicate please find ANDALEX Resources” economic analysis and proposed
longwall plan for the Aberdeen Mine at its Tower Division in Carbon County, Utah. ANDALEX
is expressly requesting that the BLM reduce the Federal Royalty from 8% to 5% on the deep cover,
gassy longwall reserves and associated development reserves at its Tower Division. The reserves
are on Federal Lease UTU-66060 and the recently filed Federal Lease Application (LBA) which is
integral to the longwall plan. The attached map depicts the resources affected by this request and
ANDALEX’s approach to the recovery of those resources.

The reserve that will be recovered by this mine plan is quite small, only 11.5 million
recoverable tons. Of this total tonnage, 6.4 million tons are on the Federal Lease and the LBA and
the remainder is on the Mathis Fee. ANDALEX has been granted a reduction in royalty from 8%
to 5% by the owners of the Mathis Fee lease.

The reduction in royalty by the BLM is essential to ANDALEX’s decision of whether or not
to pursue the recovery of these deep longwall panels. These reserves are only marginally viable
even with a reduction in the Federal Royalty. The reduction inroyalty in this plan amounts to $3.97
million at the projected sales price of $21.92 per ton. The leases would still earn $6.61 million in
royalties at the sales prices assumed in our economics. The $3.97 million in lost revenue to the
BLM should be compared to the $19.2 million in up front capital which ANDALEX will be required
to risk to attempt to mine these deep cover and gassy reserves. The first two years of this longwall
plan represent a negative cash flow to ANDALEX of $29.7 million.



In March of 2001, ANDALEX removed its longwall equipment from the Aberdeen Mine,
knowing that, at that time, Maximum Economic Recovery (MER) of the reserve had been achieved.
The BLM concurred. Spot coal prices were at their lowest level in 25 years. With the recent
increase in the market price for Utah coal ANDALEX is ready to attempt to recover these reserves.

If these deep reserves are bypassed by ANDALEX at this time it is almost certain that they
will be lost for the future and will earn no royalty. The entries will not stay usable for much longer.
If ANDALEX is not able to implement the proposed longwall plan then we will be forced to begin
final pillar recovery in the Aberdeen Mine.

This longwall plan would require that ANDALEX hire 60 additional people and provide
financial security for these families in Carbon County for the next 12 years. The coal must be
hauled 22 miles to a rail siding providing additional jobs.

Production will be sold for use in electrical power generation in the western United States.
In light of the recent energy shortage experienced in this region, it is in the best interest of the
United States to encourage the recovery of this remaining marginal resource.

ANDALEX is confident that the next four panels to the north of Panel No. 5 in the Aberdeen
Mine can be safely mined using a panel-barrier-panel mine plan. This design provides a 500 foot
barrier to separate each panel from the side-abutment pressures of the previously mined panels.
Mining at these depths using the panel-barrier-panel mine design will be high cost longwall mining,

In order to reopen the Aberdeen Mine for the purpose of longwall mining, extensive
rehabilitation work will have to be undertaken including installation of beltlines and drives,
ventilation upgrades, rebolting of entries, and water removal. A new mine fan will have to be
installed. Rehabilitation costs are estimated at $3.2 million including the fan. This rehabilitation
work should be undertaken as soon as possible. Further delays in this work would likely render the
previously mined areas inaccessible due to further deterioration of the roof, floor and ribs.

Panel No. 5 in the Aberdeen Mine, at an average depth of 2500 feet and the conditions‘ that
were encountered, is the basis for the entry designs, roof control, productivity rates and the mining
cost projections for these additional four panels.

Extraordinary costs resulting from the Mine design and Aberdeen Seam geology;

. The geology of the Aberdeen Mine is not suited for side-by-side longwall panel mining. In
order to safely mine in the Aberdeen Mine and at these projected depths, longwall panels
must be separated by barrier pillars. This panel-barrier-panel mine design drives the cost
of mining up because each panel must bear the cost of two gateroads rather than one as is
the practice for other longwall mines in the area.

. The Aberdeen Seam is very gassy. During the retreat of Panel No. 5 methane liberation rates



Each entry in the return gateroads will be cribbed using CANS on six foot centers. The
pillar side return will have two rows of CANS that are backed with 8 foot chain link fencing
for the full length of the gateroad on both sides of the entry to contain rib coal. This is
necessary for ventilation of the gob. The chain link will contain rib coal and keep the center
area open to provide cross sectional area that is required to get adequate air to dilute
methane at the bleeder mixing point.

As per the experience in Panel No. 5 in the Aberdeen Mine it is expected that retreat will
require $1.5 to $1.8 million for ROK LOK glue to keep the belt entry open. As the longwall
is retreating the frontal abutment load effects roof conditions ahead of the longwall face.
In areas where roof conditions are unstable ROK LOK glue must be pumped in the roof
fractures to prevent the roof from sitting down in the entry and on the longwall equipment.

All crosscuts in the headgate will be supported with cribs (CANS) to increase safety in the
headgate area.

Longwall productivity rates under deep cover and high methane liberation rates;

The longwall productivity rates will be very low due to the deep cover. Based on experience
from Panel No. 5, the retreat rate for the longwall will be 2,500 tons per shift; 4,000 to 5,000
tons per day. This is compared to productivity rates in other mines of 8,000 to 15,000 tons
per shift;16,000 to 30,000 tons per day. The total annual production for the Aberdeen Mine
will be 1.3 to 1.4 million tons.

The production rate on the longwall face will be restricted by the methane gas generated as
the coal is being cut. Experience has shown that it is not possible to cut Aberdeen coal at
rates higher than 200 to 300 tons per hour without exceeding the 1.0% methane allowable
on the longwall face.

It is a generally accepted principal that methane concentrations increase in the coal with
increasing depth of cover. Based on this principal we expect to encounter greater
concentrations than were encountered in Panel No. 5.

Weekly production will be limited by the gas production from the panel caved area. Once
the bleeders reach the legal limits of methane concentration, then production will have to
cease until the ventilating current is able to drain off the excess methane. This is
particularly a problem during periods of low barometric pressure.

Risks to ANDALEX;

The success of this mine plan is tied to a market price that is 35% higher than the price of
Utah coal for the past 15 years. Electricity rates as well as natural gas prices have already
fallen over the highs of six months ago. Coal prices could also decline.



. There is a risk that coal this deep simply cannot be mined safely using current mining

technologies. ANDALEX would lose capital and rehabilitation costs incurred.

. ANDALEX could be forced to install surface methane drainage drill holes and pumps for

reducing methane in the longwall cave. The Willow Creek experience showed that in order
to be successful the drainage holes should be on 500 to 600 foot centers along the entire
length of the panel. Each Aberdeen panel would require 15 to 18 holes. Installed, these
degassification drill holes would cost $500,000 each. The costs of a degassification program
like this would cost over $3.00 per ton.

In closing, we would like to emphasize that if the mine is not reopened, this resource will
be bypassed. We will begin final pillar extraction in the Aberdeen Mine including the main entries.
If the royalty rate is reduced, ANDALEX will move forward with plans to develop these deep
longwall panels within this Federal Lease and LBA. ANDALEX has a proven track record in terms
of maximizing recovery of the United States’ coal resources. The facilities are in place to recover
this longwall coal without requiring any new environmental impacts. Information and techniques
that will be learned from the recovery of this deep resource will be extremely valuable to the BLM
in the recovery of future deep reserves located in the Central Utah Coal Fields.

We appreciate the BLM’s thoughtful consideration of this request. ANDALEX .is wi.lling
to undertake the risk in the market price for coal and for the up front capital that is required if the

BLM is willing to approve our request for a reduction in the federal royalty.

If any additional information is needed to assist in approving this request please do not
hesitate to call.

Res

///
Dougdas H. Hri

President
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ANDALEX Resources, Inc.
Tower Division
Longwall Life of Mine Plan
Royalty Reduction Request

4-Dec-01




ANDALEX Resources, Inc.
PRESENT VALUE ANALYSIS COMPARING 8% VS 5% ROYALTY
Longwall life of Mine Plan

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
constant $ constant $ constant $ constant $ constant $ constant $ constant $ constant $ constant $ constant $ constant $
Cash Flow from Operations (6,871,106) (3,603,804) 9,082,125 4,519,199 5,409,300 5,915,199 5,969,834 8,737,792 6,535,612 1,462,021 1,411,925 (665,031)
Capital Expenditures & Lease Purch. (7,826,880) (11,350,432) (296,138) (326,159) (335,531) (513,981) (326,260) (121,900) (121,900) (28,000) (203,000) -
Salvage Value - - - - - - - - 3,460,846 - - 1,000,000
End of Mine Reclamation - - - - - - - - - - - (1,233,609)
PRE-TAX CASH FLOW (14,697,986) :abm\awmm@ 8,785,987 4,193,040 5,073,769 5,401,218 5,643,574 8,615,892 9,874,558 1,434,021 1,208,925 (898,640)
NPV
RATES: 01/1/2002
00% $ 19,680,122
20% $ 14,730,572
40% $ 10,589,871
6.0% $ 7,116,736
8.0% $ 4,196,782
10.0% $ 1,736,988
12.0% $ (338,625)
140% $ (2,092,366)
15.0% $  (2,864,939)
16.0% $  (3,575,547)
17.0% $  (4,229,230)
18.0% $  (4,830,579)
IRR 11.6% Pre-tax before 34% federal and 5% state income tax
8% ROYALTY CASE:
constant $ constant $ constant $ constant $ constant $ constant $ constant $ constant $ constant $ constant $ constant $
Cash Fiow from Operations (7,017,661) (3,886,438) 8,237,051 3,768,835 5,081,315 5,107,448 5,808,161 8,091,769 6,535,612 1,462,021 1,411,925 (665,031)
Capital Expenditures & Lease Purch. (7,826,880) (11,350,432) (296,138) (326,159) (335,531) (513,981) (326,260) (121,900) (121,900) (28,000) (203,000) -
Salvage Value - - - - - - - - 3,460,846 - - 1,000,000
End of Mine Reclamation - - - - - - - - - - - (1,233,609)
PRE-TAX CASH FLOW (14,844,541)  (15,236,870) 7,940,913 3,442,676 4,745 784 4 593 467 5,481,901 7,969 869 9,874,558 1,434,021 1,208,925 (898,640)
NPV
RATES: 01/1/2002
00% $ 15,712,065
20% $ 11,119,235
. 40% $ 7,292,103
6.0% $ 4,095,669
8.0% $ 1,420,783
100% $ (821,195)
120% $  (2,702,557)
140% $ (4,282,502)
15.0% $ (4,975,006)
, 16.0% $ (5,609,703)
17.0% $ (6,191,363)
i 18.0% $ (6,724,330)
IRR 9.2% Pre-tax before 34% federal and 5% state income tax
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Overall Assumptions:

Reserves:

Financial Risk:

ANDALEX Resources, Inc - Tower Division
Longwall Life of Mine Plan Assumptions 8% Case
December 4, 2001

The Longwall Mine Plan combines the CM room and pillar plan with a longwall

plan in the Aberdeen mine. The room and pillar work will be done in the Pinnacle mine
while the longwall is developed and starts mining in the Aberdeen seam. Once the
Pinnacle mine is mined out (year 2004), then the room and pillar mining is discontinued
until the longwall gateroads are fully developed. After the longwall, there are three more
years of room and pillar mining to completely mine out the reserve.

Assumes two Continuous Miner sections, two production shifts per day in the Pinnacle
mine using mobile roof supports purchased in 2001.

Year 2002 has an additional section to access the Upper A seam in Aberdeen.

This section is manned by contractors.

Assumes we start preparing for the longwall in the Aberdeen mine starting Jan. 2002

with CM production starting in Aprii 2002. Ther will be two continuous miners developing
the gateroads. The longwall is forecasted to begin mining in September 2003.

All labor and supply cost assumptions are the same as the 2002 budget.

Costs are in constant 2002 dollars.

Mining equipment will be fully depreciated by the end of 2013.

Assumes salaried minesite manpower receive a severance package at the end of the mine.
Assumes purchasing the Genwal longwall at fair market value in 2003 for $7.9 miilion and
buying a new face conveyor for $2.5 million. The longwall and face conveyor are assumed
to be sold in year 2010 at an estimated salvage value of $3.4 million. The balance of the
equipment is forecasted to be sold at the end of mine for an estimated salvage value of

$1.0 million.

As of Jan. 1, 2002

Pinnacle mine 1,708,819 tons
Aberdeen CM Plan 3,613,600 tons
Aberdeen Longwall 8,461,696 tons
Aberdeen Panel development 1,608,877 tons

15,392,992 tons

- Upfront Capital of $19.2 million
- Negative cash flow first 2 years $30.1 million for capital and Longwali development
- Only 25 % of the coal is committed to contracts, 75% is uncommitted.
The spot price for coal is up in 2001 for the first time in years and we assume it will
continue at the 2001 levels.




Capital

ANDALEX Resources, inc. - Tower Division
Longwall Mine Plan 2002-2013

Dec. 4, 2001
Year 2002-2013 $ x 1000
Roofbolter {(Walk through) CM Plan 318
Shuttle cars (2) CM Plan 408
Supervisors vehicles LW Plan 777
Roofboiter (Walk through) (2) LW Plan 530
Continuous Miners (2) LW Plan 1,908
Shuttle cars (4) LW Plan 848
Mine Fan LW Plan 630
Mantrips LW Plan 716
Gehl Loaders (3) LW Plan 509
Air lock doors LW Plan 53
Surface loader LW Plan 159
Upgrade surface mine electrics LW Plan 64
Eimco 975 rebuilt (2) LW Plan 191
Other LW Plan 64
Feeder Breaker (2) LW Plan 530
Battery Scoops (2) LW Plan 742
Conspec LW Plan 196
Misc equipment LW Plan 265
Face fans (2) LW Plan 64
Ventilation tubing LW Plan 58
Section transformers ~ LW Plan 159
Dewatering system bleeder LW Plan 212
Dewatering system west mains LW Plan 40
Bathhouse LW Plan 53
Contingency 814
Sub Total 10,307
Face Conveyor LW Plan 2,500
Longwall (Genwal) 100% basis LW Plan 7,935
Sub Total 10,435
Federal Lease purchase * 709
Total 21,450
* Net of imputed interest
Beginning book value 5,077
Capital cost total 21,450
Depreciation (23,066)
Net book value (Salvage value of Longwall) 3,461

2




Production

Sales

Manpower

Longwall
Year CM Fringe Development Longwall Total
2002 809,700 294,516 T - 1,104,216
2003 750,000 265,380 346,433 1,361,813
2004 384,000 288,415 1,387,424 2,059,839
2005 - 267,920 1,193,316 1,461,236
2006 - 285,941 1,241,617 1,527,558
2007 150,000 199,071 1,182,809 1,531,880
2008 350,000 7,633 1,165,569 1,523,202
2009 350,000 - 1,255,151 1,605,151
2010 750,000 - 689,377 1,439,377
2011 750,000 - - 750,000
2012 750,000 - - 750,000
2013 278,720 - - 278,720
5,322,420 1,608,876 8,461,696 15,392,992
Year Contract Stoker Uncommitted Total
2002 905,000 56,000 142,250 1,103,250
2003 723,750 56,000 581,000 1,360,750
2004 723,750 56,000 1,280,000 2,059,750
2005 600,000 56,000 805,000 1,461,000
2006 600,000 56,000 872,000 1,528,000
2007 - 56,000 1,476,000 1,532,000
2008 - 56,000 1,476,000 1,532,000
2009 - 56,000 1,549,000 1,605,000
2010 - 56,000 1,383,000 1,439,000
2011 - - 750,000 750,000
2012 - - 750,000 750,000
2013 - - 363,216 363,216
3,552,500 504,000 11,427,466 15,483,966
Average Price $ 2223 % 2400 $ 2175 § 21.92
Actual Avg. price YTD Oct. 31, 2001 $ 21.10
Year Mine Hourly Salaried * Contract Total
2002 107 24 8 139
2003 116 28 144
2004 114 27 141
2005 88 25 113
2006 88 25 113
2007 88 25 113
2008 88 25 113
2009 88 25 113
2010 79 24 103
2011 54 16 70
2012 54 16 70
2013 34 12 46
* Includes Part time students
3




Wages - Hourly

Payroll taxes

Group Insurance

Pension

Vacation Pay

Incentive bonus

Wages rates:

Hourly - Underground $ 21.35 per hour
- Surface $ 20.35 per hour
Shift Diff. - Afternoon $ 0.20 per hour
- Graveyard $ 0.40 per hour
Overtime rate: Hourly 22.5%
All hours 18.7%
Payroll taxes: Rate Wage Cap.
Social Security 6.20%| $ 84,900
Medicare 1.45%
Total 7.65%
Federal unemployment 0.80%| $ 7,000
State unemployment 0.20%] $ 20,200
All employees assumed at monthly family rates as follows:
Rate
Medical, Dental, Vision $ 800.67
Life Insurance 32.86
AD&D Insurance 5.33
Short Term Disability 13.20
Long Term Disability 46.63
Total per person per month $ 898.69

Pensions are provided through the defined contribution plan at 9%
of gross wages including overtime, vacation pay, and incentive bonus.

Includes days paid, not worked as follows:

Holidays
Vacation
Sick Leave

15 days (5 graduated)

Total

Paid at straight time rate when taken. Sick days if not taken are
paid at year end at time and a half. Budget assumes 3 sick days

per employee are paid at year end.

Production bonus charged at $.30 per ton produced. The salaried production

people share in this bonus.
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Workers' Comp.

Supplies operating

Fuel

Power

Royalty

Paid on gross wages.

Rates /$100 wages Budget

Workman's Compensation $5.87
Black lung $11.69
Workman's Comp. (Clerical) $0.09

Historical longwall, longwall development and CM room and pillar mining costs were the
basis for determining supply costs adjusted to 2002 dollars. Longwall development cost
was adjusted for additional roof support per an engineering study.

CM Pinnacle mine fixed costs / day

CM Pinnacle mine variable cost 2002 budget

Longwall costs:

CM gateroad /ton CM 7.096
Fixed General mine/day 8,000
Longwall variable /ton LW 1.55

* Year 1998 was the closest historical year, when we were developing panel #5
* Roof Control costs were adjusted base on an engineering study and change in

roof control plan. (More roof control)

0.710
800
0.155

Rebuild and receding face costs: $ x 1000
Longwall moves . $ 950
Rebuilds Mobile equipment 2,472
Shear exchange and mini rebuilds 1,704
Other longwall rebuilds 1,677
Belt Drives / transformers 572
Belt & Belt Structure 2,249
Pumps & pipe 1,327
Contingency 1,658
Other receding face 2,670
Total $ 15,279

Based on 2001 fuel rates plus 4%.

Power is based on historical cost and 2001 power rates plus 4%.

0.70

2002-2013

2,087
3.116

1998 * + Inflation 10% + Eng. Adj. ** 2002-2013
1.67

9.476
8,800
2.405

The Aberdeen fan is estimated to cost $1000 per month more than historical operating cost.

Paid on sales price minus haulage and part of Wildcat loading cost.

5% Case 8% Case

Royalty Summary: (000's) Rate Cost Cost
Federal Royalty CM Fringe 4.8%; $ 4,372 4,372
Unleased Federal Longwall 8% / 5% 3,121 4,994
Graves Federal Longwall 8% / 5% 3,492 5,588
Mathis Fee Longwall 5.0% 3,501 3,591
Zions Fee CM Fringe $ 0.25 75 75
AEP-Cyprus with override CM Fringe 4.8% + 4% 817 817
Larsen override * CM Fringe 1.0% 970 970
Lease cost:
AEP-Cyprus $ 0.50 234 234
Graves modification $ 0.20 104 104
Mathis Fee $ 0.20 708 708
Unleased Federal o $ 0.25 0 0
Annual rentals 352 3562

Total $ 17,836 21,804

* Larsen override on the original federal and Zions lease tonnage only.
** Amortization of lease bid cost is included in depreciation.
5




Workers' Comp. Paid on gross wages.
Rates /$100 wages Budget
Workman's Compensation $5.87
Black lung $11.69
Workman's Comp. (Clerical) $0.09
Supplies operating Historical longwall, longwall development and CM room and pillar mining costs were the

basis for determining supply costs adjusted to 2002 dollars. Longwall development cost
was adjusted for additional roof support per an engineering study.

2002-2013
CM Pinnacle mine fixed costs / day $ 2,087
CM Pinnaclte mine variable cost 2002 budget $ 3.116
Longwali costs: 1998 * + Inflation 10% + Eng. Adj. ** 2002-2013
CM gateroad /ton CM 7.096 0.710 1.67 9.476
Fixed General mine/day 8,000 800 8,800
Longwall variable /ton LW 1.55 0.155 0.70 2.405

* Year 1988 was the closest historical year, when we were developing panel #5
* Roof Control costs were adjusted base on an engineering study and change in
roof control plan. (More roof control)

Rebuild and receding face costs: $ x 1000
Longwall moves $ 950
Rebuilds Mobile equipment 2,472
Shear exchange and mini rebuilds 1,704
Other longwall rebuilds 1,677
Belt Drives / transformers 572
Belt & Beit Structure 2,249
Pumps & pipe 1,327
Contingency 1,658
Other receding face 2,670
Total $ 15,279
Fuel Based on 2001 fuel rates pius 4%.
Power Power is based on historical cost and 2001 power rates plus 4%.

The Aberdeen fan is estimated to cost $1000 per month more than historical operating cost.

Royalty Paid on sales price minus haulage and part of Wildcat loading cost.
5% Case 8% Case

Royalty Summary: (000's) Rate Cost Cost
Federal Royality CM Fringe 4.8%| % 4372 | S 4,372
Unleased Federal Longwall 8% / 5% 3,121 4,994
Graves Federal Longwall 8% /5% 3,492 5,588
Mathis Fee Longwall 5.0% 3,591 3,591
Zions Fee CM Fringe 3 0.25 75 75
AEP-Cyprus with override CM Fringe 4.8% + 4% 817 817
Larsen override * CM Fringe 1.0% 970 970
Lease cost:
AEP-Cyprus $ 0.50 234 234
Graves modification $ 0.20 104 104
Mathis Fee $ 0.20 708 708
Unleased Federal o $ 0.25 0 0
Annual rentals 352 352

Total $ 17,836 | S 21,804

* Larsen override on the original federal and Zions lease tonnage only.
** Amortization of lease bid cost is included in depreciation.




Depreciation

Reconciliation to
Capital cost

Contract hauling
Loading

Black lung tax
Reclamation fee

Outside services

Salaries

Fringe Benefits

Payroll taxes

Incentive bonus

Insurance, property
tax & other G&A

Purchased coal

Straight line over estimated equipment lives.
Longwall is amortized on the units of production method.

$ x 1000
v Cost Depreciation Net Book Value
Net Book Value of assets 12/31/2001 $ 5077 $ 5,077 -
Capital expenditures 2002-2013 * 10,307 10,307 -
Genwal Longwall and face conveyor ** 10,435 6,974 3,461
Federal Lease purchase 709 709 -
$ 26,527 $ 23,066 $ 3,461

* We depreciate to zero but show a salvage value of all assets at $1.0 million at
the end of the mine.
** We show selling the longwall to West Ridge in year 2010 at the Net Book Value.

2002 budget rate of $1.56 which is $.05 per ton over the 2001 rate.
Assumes loading at Wildcat at a cost of $.85 per ton

Black lung excise tax is paid on shipments, accrued on production
at the lessor of 4.4 % of selling price net of trucking or $1.10 per ton.

Federal reclamation fee is paid on shipments, accrued on
production at the lessor of 10% of selling price net of trucking or
$0.15 per ton.

A tonnage deduction is made for moisture in excess of inherent
in-seam moisture.

Includes Engineering survey, sampling, rock mechanic studies

and reclamation bonds. Expenses based on historical cost.

Based on 2002 budgeted rates

Health insurance, pension, etc. are calculated in the same manner
as for the hourly employees.

Computed in the same manner and with the same rates as for the
hourly employees.

Production salaried employee share in the $.30 per ton bonus with the hourly employees.

Property tax, equipment and liability insurance, G&A supplies, telephone,
Marketing and Information Systems cost allocations, audits, allocations

for benefit plan administration and legal costs are all estimated based

on historical and antipicated costs. This cost also includes imputed interest
on the federal lease bonus bid.

None budgeted



ANDALEX Resources, Inc - Tower Division
Income Statement
LW Life of Mine Plan at 8% Royalty

(In thousands, except per ton amounts)

Description Longwall Mine Plan
1|Tonnage:
2| Produced 15,393
3} Sold 15,484
4
5|Sales 339,408 21.92
6|Production Costs:
71 Labor and benefits:
8] Wages 55,574 3.61
9| Payroli taxes 4,995 0.32
10} Group Insurance 10,593 0.69
11| Pension 5,791 0.38
12| Vacation pay 5,525 0.36
13{ Incentive pay 4,030 0.26
14| Workmen's Compensation 11,298 0.73
15| Total labor and benefits 97,806 6.35
16
17| Supplies 90,437 5.88
18] Fuel 504 0.03
19| Power 8,615 0.56
20} Royalties 21,804 1.42
21| Depreciation 23,066 1.50
22| Equipment Rental - -
23| Contract Hauling 37,184 2.42
24| Reclamation-general 288 0.02
25| Black lung/reclamation fee 15,397 1.00
26| Outside Services 1,330 0.09
27 296,431 19.26
28| Overhead: -
29| Salaries 16,419 1.07
30| Fringe Benefits 6,385 0.41
31| Payroll taxes 1,258 0.08
32| Incentive pay 615 0.04
33| Insurance, property tax, other 7719 0.50
34| Total overhead 32,397 2.10
35|Total production cost 328,827 21.36
36| Purchased coal -
37| Stockpile change 1,644
38 -
39| Cost of sales 330,471 21.34
40|Net Income 8,936 0.58
41
42||Cash Production cost per ton -
43
7
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ANDALEX Resources, inc.
. Tower Division
Production Statistics

LW Life of Mine Plan at 8% Royalty

(In thousands, except per ton amounts)

Description Longwall Mine Plan
Production days 3,001
Production:
CM #1 Pinnacle/Ab room & pillar 3,380,220
CM # 2 Pinnacle/Ab room & pillar 1,885,500
CM # 3 Ab. Upper A Seam Access 56,700
CM # 4 Aberdeen LW development 889,312
CM#5 Aberdeen LW development 719,564
Longwall 8,461,696
Total Production 15,392,992
Average Daily Production 5,129
Unit Shifts worked:
CM #1 Pinnacle/Ab room & pillar 4573
CM # 2 Pinnacle/Ab room & pillar 2514
CM # 3 Ab. Upper A Seam Access 188
CM # 4 Aberdeen LW development 2,893
CM #5 Aberdeen LW development 2,628
Longwall 3,294
Tons per unit shift:
CM #1 Pinnacle/Ab room & pillar 739
CM # 2 Pinnacle/Ab room & pillar 750
CM # 3 Ab. Upper A Seam Access 300
CM # 4 Aberdeen LW development 307
CM #5 Aberdeen LW development 274
Longwall 2,569
Tons per manday:
Mine wage 479
All Employees 393
Tons per manhour - All Empl. 4.91
Manpower at end of year:; Year 2005-9
Hourly 88
Part time/ SOP's 3
Contract Labor 0
Salaried 22
Total 113
Total Manhours 3,134,636
Total manshifts (8 hours) 391,829
Overtime (8 hour days)
Hours (include contractors) 488,570
Amount 15,540,141
Percentage (OT/Reg. Hours) 18.7%
Coal inventory:
Beginning 90,974
Purchased -
Production 15,392,992
Shipments (15,483,966)
Ending -
Ending - Minesite -
Ending - Wildcat loadout -
Ending - LA Port -
Lost time accidents -
8
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ANDALEX Resources, Inc - Tower Division
Cash Flow Statement
LW Life of Mine Plan at 8% Royaity

(In thousands, except per ton amounts)

Description Lonagwall Mine Plan
Tons Sold 15,484
Gross Sales
IPA $55,200 $23.00
0 -
0 -
Nevada Power 10,920 18.20
Nevada Cement 1,200 20.00
Rio Bravo 6,549 17.58
0 -
Export - Taiwan 2,369 19.74
0
Uncommitted 110,925 21.75
Other Uncommitted 137,622 21.75
Stoker/Lump 12,096 24.00
Total 336,881 21.76
Premium (Penalty) Adj.
IPA 2,740 1.14
Nevada Power - -
Rio Bravo - -
Export - Taiwan - -
Uncommitted - -
Stoker Commissions (213) (0.42)
Net Sales 339,408 21.92
Cost of sales 330,471 21.34
Mine operating profit 8,936 0.58
Non Cash cost: -
Depreciation expense 23,086 1.49
Reclamation provision 288 0.02
Coal inventory change 1,644 0.11
Cash flow from operations 33,935 2,19

Capital expenditures

Salvage Value
Final reciamation

(21,450) (1.39)

4,461 0.29
(1,234)  (0.08)

42

Net Cash Flow

$ 15712 $§ 1.01

12/4/01 4-35 PM
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ANDALEX RESOURCES, INC - TOWER DIVISION
LONGWALL LIFE OF MINE PLAN 5% ROYALTY
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Overall Assumptions:

Reserves:

Financial Risk:

ANDALEX Resources, Inc - Tower Division
Longwall Life of Mine Plan Assumptions 5% Case
December 4, 2001

The Longwall Mine Plan combines the CM room and pillar plan with a longwall

plan in the Aberdeen mine. The room and pillar work will be done in the Pinnacle mine
while the longwall is developed and starts mining in the Aberdeen seam. Once the
Pinnacle mine is mined out (year 2004), then the room and pillar mining is discontinued
until the longwall gateroads are fully developed. After the longwall, there are three more
years of room and pillar mining to completely mine out the reserve.

Assumes two Continuous Miner sections, two production shifts per day in the Pinnacle
mine using mobile roof supports purchased in 2001.

Year 2002 has an additional section to access the Upper A seam in Aberdeen.

This section is manned by contractors.

Assumes we start preparing for the longwall in the Aberdeen mine starting Jan. 2002
with CM production starting in April 2002. Ther will be two continuous miners developing
the gateroads. The longwall is forecasted to begin mining in September 2003.

All labor and supply cost assumptions are the same as the 2002 budget.

Costs are in constant 2002 dollars.

Mining equipment will be fully depreciated by the end of 2013.

Assumes salaried minesite manpower receive a severance package at the end of the mine.
Assumes purchasing the Genwal longwall at fair market value in 2003 for $7.9 million and
buying a new face conveyor for $2.5 million. The longwall and face conveyor are assumed
to be sold in year 2010 at an estimated salvage value of $3.4 million. The balance of the
equipment is forecasted to be sold at the end of mine for an estimated salvage value of

$1.0 million.

As of Jan. 1, 2002

Pinnacle mine 1,708,819 tons
Aberdeen CM Plan 3,613,600 tons
Aberdeen Longwall 8,461,696 tons
Aberdeen Panel development 1,608,877 tons

15,392,992 tons

- Upfront Capital of $19.2 million
- Negative cash flow first 2 years $29.7 million for capital and Longwall development
- Only 25 % of the coal is committed to contracts, 75% is uncommitted.
The spot price for coal is up in 2001 for the first time in years and we assume it will
continue at the 2001 levels.
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' ANDALEX Resources, Inc. - Tower Division
Longwall Mine Plan 2002-2013
Dec. 4, 2001
. ' Capital Year 2002-2013 $ x 1000
Roofbolter (Walk through) CM Plan $ 318
Shuttle cars (2) CM Plan 408
' Supervisors vehicles LW Plan 777
Roofbolter (Walk through) (2) LW Plan 530
Continuous Miners (2) LW Plan 1,908
Shuttle cars (4) LW Plan 848
' Mine Fan LW Plan 630
" Mantrips LW Pian 716
Gehl Loaders (3) LW Plan 509
Air lock doors LW Plan 53
' Surface loader LW Plan 159
Upgrade surface mine electrics LW Plan 64
Eimco 975 rebuilt (2) LW Plan 191
' Other LW Plan 64
: Feeder Breaker (2) LW Plan 530
Battery Scoops (2) LW Plan 742
Conspec LW Plan 196
l Misc equipment LW Plan 265
Face fans (2) LW Plan 64
Ventilation tubing LW Plan 58
' Section transformers LW Plan 159
Dewatering system bleeder LW Plan 212
Dewatering system west mains LW Plan 40
Bathhouse LW Plan 53
' Contingency 814
Sub Total 10,307
l Face Conveyor LW Plan 2,500
Longwail (Genwal) 100% basis LW Plan 7,935
Sub Total 10,435
. Federal Lease purchase * 709
Total $ 21,450
l * Net of imputed interest
Beginning book value $ 5,077
Capital cost total 21,450
l Depreciation (23,066)
Net book value (Salvage value of Longwall) $ 3,461
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Production

Sales

Manpower

Longwall
Year CM Fringe Development Longwall Total
2002 809,700 294,516 e 1,104,216
2003 750,000 265,380 346,433 1,361,813
2004 384,000 288,415 1,387,424 2,059,839
2005 - 267,920 1,193,316 1,461,236
2006 - 285,941 1,241,617 1,527,558
2007 150,000 199,071 1,182,809 1,531,880
2008 350,000 7,633 1,165,569 1,523,202
2009 350,000 - 1,255,151 1,605,151
2010 750,000 - 689,377 1,439,377
2011 750,000 - - 750,000
2012 750,000 - - 750,000
2013 278,720 - - 278,720
5,322,420 1,608,876 8,461,696 15,392,992
Year Contract Stoker Uncommitted Total
2002 905,000 56,000 142,250 1,103,250
2003 723,750 56,000 581,000 1,360,750
2004 723,750 56,000 1,280,000 2,059,750
2005 600,000 56,000 805,000 1,461,000
2006 600,000 56,000 872,000 1,528,000
2007 - 56,000 1,476,000 1,532,000
2008 - 56,000 1,476,000 1,532,000
2009 - 56,000 1,549,000 1,605,000
2010 - 56,000 1,383,000 1,439,000
2011 - - 750,000 750,000
2012 - - 750,000 750,000
2013 - - 363,216 363,216
3,552,500 504,000 11,427,466 15,483,966
Average Price $ 2223 $ 2400 $ 2175 $ 21.92
Actual Avg. price YTD Oct. 31, 2001 $ 21.10
Year Mine Hourly Salaried * Contract Total
2002 107 24 8 139
2003 116 28 144
2004 114 27 141
2005 ;1] 25 113
2006 88 25 113
2007 88 25 113
2008 88 25 113
2009 88 25 113
2010 79 24 103
2011 54 16 70
2012 54 16 70
2013 34 12 46
* Includes Part time students
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Wages - Hourly

Payroll taxes

Group Insurance

Pension

Vacation Pay

Incentive bonus

Wages rates:

Hourly - Underground $ 21.35 per hour
- Surface $ 20.35 per hour
Shift Diff. - Afternoon $ 0.20 per hour
- Graveyard $ 0.40 per hour
Overtime rate: Hourly 22.5%
All hours 18.7%
Payroll taxes: Rate Wage Cap.
Social Security 6.20%| $ 84,900
Medicare 1.45%
Total 7.65%
Federal unemployment 0.80%| $ 7,000
State unemployment 0.20%| $ 20,200
All employees assumed at monthly family rates as follows:
Rate
Medical, Dental, Vision $ 800.67
Life Insurance 32.86
AD&D Insurance 533
Short Term Disability 13.20
Long Term Disability 46.63
Total per person per month $ 898.69

Pensions are provided through the defined contribution plan at 9%
of gross wages including overtime, vacation pay, and incentive bonus.

Includes days paid, not worked as follows:

Holidays 10 days
Vacation 15 days (5 graduated)
Sick Leave 6 days
Total 31 days

Paid at straight time rate when taken. Sick days if not taken are
paid at year end at time and a half. Budget assumes 3 sick days

per employee are paid at year end.

Production bonus charged at $.30 per ton produced. The salaried production

people share in this bonus.
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Workers' Comp.

Supplies operating

Fuel

Power

Royalty

Paid on gross wages.

Rates /$100 wages Budget

Workman's Compensation $5.87
Black lung $11.69
Workman's Comp. (Clerical) $0.09

Historical longwall, longwall development and CM room and pillar mining costs were the
basis for determining supply costs adjusted to 2002 dollars. Longwall development cost

was adjusted for additional roof support per an engineering study.

2002-2013
CM Pinnacle mine fixed costs / day $ 2,087
CM Pinnacle mine variable cost 2002 budget $ 3.116
Longwall costs: 1998 * + Inflation 10% + Eng. Adj. ** 2002-2013
CM gateroad /ton CM 7.096 0.710 1.67 9.476
Fixed General mine/day 8,000 800 8,800
Longwall variable /ton LW 1.55 0.155 0.70 2.405

* Year 1998 was the closest historical year, when we were developing panel #5
* Roof Control costs were adjusted base on an engineering study and change in
roof control plan. (More roof control)

Rebuild and receding face costs: $ x 1000
Longwal! moves $ 950
Rebuilds Mobile equipment - 2,472
Shear exchange and mini rebuilds 1,704
Other longwall rebuilds 1,677
Belt Drives / transformers 572
Belt & Belt Structure 2,249
Pumps & pipe 1,327
Contingency 1,658
Other receding face 2,670
Total $ 15,279

Based on 2001 fuel rates plus 4%.

Power is based on historical cost and 2001 power rates plus 4%.

The Aberdeen fan is estimated to cost $1000 per month more than historical operating cost.

Paid on sales price minus haulage and part of Wildcat loading cost.

5% Case 8% Case

Royalty Summary: (000's) Rate Cost Cost
Federal Royalty CM Fringe 48%| $ 4372 1| % 4,372
Unleased Federal Longwall 8% /5% 3,121 4,984
Graves Federal Longwall 8% /5% 3,492 5,588
Mathis Fee Longwali 5.0% 3,591 3,591
Zions Fee CM Fringe $ 0.25 75 75
AEP-Cyprus with override CM Fringe- 4.8% + 4% 817 817
Larsen override * CM Fringe 1.0% 970 870
Lease cost:
AEP-Cyprus $ 0.50 234 234
Graves modification $ 0.20 104 104
Mathis Fee $ 0.20 708 708
Unleased Federal e $ 0.25 0 0
Annual rentals 352 352

Total $ 17,836 | $ 21,804

* Larsen override on the original federal and Zions lease tonnage only.
** Amortization of lease bid cost is included in depreciation.
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Depreciation

Reconciliation to
Capital cost

Contract hauling
Loading

Black lung tax
Reclamation fee

Outside services

Salaries

Fringe Benefits

Payroli taxes

Incentive bonus

Insurance, property
tax & other G&A

Purchased coal

Straight line over estimated equipment lives.
Longwall is amortized on the units of production method.

$ x 1000
Cost Depreciation Net Book Value
Net Book Value of assets 12/31/2001 $ 5077 $ 5,077 -
Capital expenditures 2002-2013 * 10,307 10,307 -
Genwal Longwall and face conveyor ** 10,435 6,974 3,461
Federal Lease purchase 709 709 -
$ 26,527 $ 23,066 $ 3,461

* We depreciate to zero but show a salvage value of all assets at $1.0 million at
the end of the mine.
** We show selling the longwall to West Ridge in year 2010 at the Net Book Value.

2002 budget rate of $1.56 which is $.05 per ton over the 2001 rate.
Assumes loading at Wildcat at a cost of $.85 per ton

Black lung excise tax is paid on shipments, accrued on production
at the lessor of 4.4 % of selling price net of trucking or $1.10 per ton.

Federal reclamation fee is paid on shipments, accrued on
production at the lessor of 10% of selling price net of trucking or
$0.15 per ton.

A tonnage deduction is made for moisture in excess of inherent
in-seam moisture. s

Includes Engineering survey, sampling, rock mechanic studies
and reclamation bonds. Expenses based on historical cost.
Based on 2002 budgeted rates

Health insurance, pension, etc. are calculated in the same manner
as for the hourly employees.

Computed in the same manner and with the same rates as for the
hourly employees.

Production salaried employee share in the $.30 per ton bonus with the hourly employees.

Property tax, equipment and liability insurance, G&A supplies, telephone,
Marketing and Information Systems cost allocations, audits, allocations

for benefit plan administration and legal costs are all estimated based

on historical and antipicated costs. This cost also includes imputed interest
on the federal lease bonus bid.

None budgeted
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ANDALEX Resources, Inc ~Tower Division
| l Income Statement
LW Life of Mine Plan at 5% Royalty
' (In thousands, except per ton amounts)
Description Longwall Mine Plan
' 1{Tonnage:
: 2} Produced 15,393
i 3{ Sold 15,484
4
' 5|Sales 339,408 21.92
6|Production Costs:
7| Labor and benefits:
8] Wages 55,574 3.61
' 9{ Payroll taxes 4,995 0.32
10| Group Insurance 10,593 0.69
11| Pension 5,791 0.38
' l 12| Vacation pay 5,525 0.36
13| Incentive pay 4,030 0.26
14] Workmen's Compensation 11,298 0.73
l 15| Total labor and benefits 97,806 6.35
16
17| Supplies 90,437 5.88
18] Fuel ‘ 504 0.03
191 Power 8,615 0.56
l 20| Royalties 17,836 1.16
21| Depreciation 23,066 1.50
22| Equipment Rental - -
' 23| Contract Hauling 37,184 2.42
24| Reclamation-general 288 0.02
25| Black lung/reclamation fee 15,397 1.00
26| Outside Services 1,330 0.09
l 27 292,462 19.00
28| Overhead: -
29| Salaries 16,419 1.07
30| Fringe Benefits 6,385 0.41
' 31| Payroll taxes 1,258 0.08
32{ Incentive pay 615 0.04
33| Insurance, property tax, other 7719 0.50
l 34| Total overhead 32,397 2.10
35| Total production cost 324,859 21.10
36| Purchased coal -
l 37| Stockpile change 1,644
38 -
39]|Cost of sales 326,503 21.09
40{Net Income 12,904 0.83
l 41
42[iCash Production cost per ton -
43
. 37
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ANDALEX Resources, Inc.
l Tower Division
Production Statistics
LW Life of Mine Plan at 5% Royalty
l (In thousands, except per ton amounts)
Description Longwall Mine Plan
1|Production days 3,001
2|Production:
3| CM#1 Pinnacle/Ab room & pillar 3,380,220
4| CM # 2 Pinnacle/Ab room & pillar 1,885,500
5] CM # 3 Ab. Upper A Seam Access 56,700
6| CM #4 Aberdeen LW development 889,312
7| CM#5 Aberdeen LW development 719,564
8| Longwall 8,461,696
9| Total Production 15,392,992
10|Average Daily Production 5,129
11|Unit Shifts worked:
12} CM #1 Pinnacle/Ab room & pillar 4573
13| CM # 2 Pinnacle/Ab room & pillar 2,514
14| CM #3 Ab. Upper A Seam Access 189
- 15| CM # 4 Aberdeen LW deveiopment 2,893
16] CM #5 Aberdeen LW development 2,628
17} Longwall 3,294
18| Tons per unit shift:
19| CM #1 Pinnacle/Ab room & pillar 739
20| CM # 2 Pinnacle/Ab room & pillar 750
21| CM#3 Ab. Upper A Seam Access : 300
22| CM # 4 Aberdeen LW development 307
23] CM#5 Aberdeen LW development 274
24| Longwall 2,569
25|Tons per manday:
26| Mine wage 47.9
27| All Employees 393
28
29|Tons per manhour - All Empi. 4.91
' 30|Manpower at end of year: Year 2005-9
31| Hourly 88
32| Parttime/ SOP's 3
33| Contract Labor 0
. 34| Salaried 22
35{Total 113
36| Total Manhours 3,134,636
37| Total manshifts (8 hours) 391,829
l 38|Overtime (8 hour days)
39| Hours (include contractors) 488,570
40! Amount 15,540,141 |
41| Percentage (OT/Reg. Hours) 18.7% |
42|Coal Inventory: ‘
43| Beginning 90,974
44| Purchased -
l 45| Production 15,392,992
46| Shipments (15,483,966)
47| Ending -
48| Ending - Minesite -
49| Ending - Wildcat loadout -
' 50| Ending - LA Port -
51 [Lost time accidents -
l 38
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ANDALEX Resources, inc - Tower Division
l Cash Flow Statement
LW Life of Mine Plan at 5% Royalty
‘ ' (In thousands, except per ton amounts)
Description Longwall Mine Plan
’ 1|Tons Sold 15,484
! l 2|Gross Sales
3] IPA $55,200 $23.00
4 0] -
5 0 -
‘ l 6| Nevada Power 10,920 18.20
7| Nevada Cement 1,200 20.00
8| Rio Bravo 6,549 17.58
9 0 -
' 10| Export - Taiwan 2,369 19.74
11 0
12| Uncommitted 110,925 21.75
13{ Other Uncommitted 137,622 21.75
l 14] Stoker/Lump 12,096 24.00
15|Total 336,881 21.76
16|Premium (Penalty) Adj.
17| IPA 2,740 1.14
l 18 -
19 -
20| Nevada Power - -
21| Rio Bravo - -
1 -
23 - -
24| Export - Taiwan - -
25 - -
' 26| Uncommitted - -
27| Stoker Commissions (213) (0.42)
28{Net Sales 339,408 21.92
I 29{(Cost of sales 326,503 21.09
30 - -
31{Mine operating profit 12,904 0.83
32|Non Cash cost: -
l 33| Depreciation expense 23,066 1.49
34 - -
35| Reclamation provision 288 0.02
36| Coal inventory change 1,644 0.1
37ICash flow from operations 37,903 245
38|Capital expenditures (21,450) (1.39)
39 - -
40|Salvage Value 4,461 0.29
l 41 |Final reclamation (1,234) (0.08)
42||Net Cash Flow $ 19,680 $ 1.27
1 .
12/5/01 8:35 AM LWoprint3
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ANDALEX Resources Inc. - Tower Division
LW Life of Mine at 5% Royalty
INCOME STATEMENT
Code 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Total LOM
1|Tonnage:
2|Produced T 1,104,216 1,361,813 2,059,839 1,461,236 1,627,558 1,531,880 1,623,202 1,605,151 1,439,377 750,000 750,000 278,720 15,392,992
3|Sold T 1,103,250 1,360,750 2,059,750 1,461,000 1,528,000 1,632,000 1,532,000 1,605,000 1,439,000 750,000 750,000 363,216 15,483,966
4
5|Sales $ 23418887 | 29429367 | 44675930 | 33321670 | 34778920 | 33,423,288 | 33423288 | 35011,038 | 31,400,538 | 16,312,500 | 16,312,500 7,899,948 | 339,407,873
6 |Production Costs:
7| Labor and Benefits
8] Wages $ 6,307,840 6,403,017 6,250,570 4,914,312 4,914,312 4,823,740 4,914,312 4,823,740 4,411,135 2,957,885 2,957,885 1,895,255 55,574,003
9| Payroll taxes $ 495122 572,417 577,380 449,356 450,682 443,840 450,595 445,306 405,739 268,430 268,430 167,729 4,995,027
. 10| Group Insurance $ 1,042,510 1,243,468 1,222,028 943,299 943,299 943,299 943,299 943,299 846,816 578,808 678,808 364,402 10,593,336
11} Pension $ 576,428 663,032 669,051 520,765 522,326 514,276 522,223 516,000 470,257 310,959 310,959 194,281 5,790,558
12| Vacation 3 564,432 645,960 634,817 489,948 489,948 489,948 489,948 489,948 439,801 300,504 300,504 189,066 5,524,821
13} Incentive Pay $ 279,058 360,738 548,515 382,021 399,360 400,490 398,221 419,646 374,145 196,714 196,714 74,354 4,029,976
14| Workmen's Compensation $ 1,124 675 1,293,650 1,305,393 1,016,071 1,019,116 1,003,410 1,018,916 1,006,773 917,524 606,716 606,716 379,063 11,298 023
15| Total Labor & Benefits $ 10,390,066 | 11,182,283 | 11,207,754 8,715,772 8,739,042 8,619,002 8,737,514 8,644,711 7,865,418 5,220,016 5,220,016 3,264,150 97,805,745
16
17| Supplies $ 11,144,937 | 11,490,491 | 10,921,697 9,399,385 9,591,724 8,170,178 7,861,706 6,592,711 6,830,479 3,437,727 3,437,727 1,568,403 90,437,166
18] Fuel $ 41,042 43,618 50,598 44,612 45,276 45,319 45,232 46,052 44,394 37,500 37,500 | 22,787 503,930
19| Power $ 678,265 773,544 891,702 839,871 841,517 842,814 840,211 846,545 723,813 517,000 617,000 302,616 8,614,898
201 Royalties $ 1,288,008 1,659,757 2,228,296 1,688,647 1,823,970 1,685,406 1,783,101 1,718,690 1,721,104 892,540 1,080,636 465,394 17,835,550
21| Depreciation $ 1,651,366 2,070,895 2,959,418 2,789,387 2,769,736 2,877,546 2,486,726 2,264,836 1,536,594 951,259 397,354 311,060 23,066,178
22| Equipment rental $ - - - - - - - - - - - - -
23] Contract Hauling / Loading $ 2,660,339 3,281,066 4,964,136 3,621,378 3,681,790 3,691,933 3,678,395 3,868,286 3,468,578 1,807,500 1,807,500 752,647 37,183,549
24| Reclamation general $ 24,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 288,000
25| Blacklung / Reclamation fee $ 995,234 1,352,938 2,051,342 1,524,318 1,590,472 1,534,003 1,625,313 1,607,122 1,441,694 748,440 748,440 278,140 15,397,456
, 26| Outside Services $ 84,000 136,000 136,000 136,000 136,000 136,000 136,000 136,000 96,000 72,000 72,000 54,000 1,330,000
27 $ 28,957,258 | 31,914,592 | 35,434,944 | 28,683,370 | 29,243,528 | 27,526,201 | 27,118,198 | 25748954 | 23,752,074 | 13,707,982 | 13,342,173 7,033,198 | 292,462,471
28|Overhead: - -
29| Salaries $ 1,378,243 1,656,823 1,587,123 1,447,723 1,447,723 1,447,723 1,447,723 1,447,723 1,378,023 1,127,234 989,234 1,063,598 16,418,890
30] Fringe Benefits $ 544,844 678,860 656,811 597,465 598,118 598,160 598,075 598,881 569,897 350,199 350,199 243,730 6,385,240
31} Payroll taxes $ 109,114 132,925 129,362 117,306 117,516 117,530 117,502 117,763 111,958 69,180 69,180 48,766 1,258,101
32| Incentive pay $ 38,740 52,867 76,985 60,776 63,535 63,714 63,353 66,762 61,568 29,143 29,143 8,748 615,332
33| Insurance / Prop. Tax / Other 937,160 692 000 692 000 709,219 692,937 656,307 619,328 582,000 552,000 542,000 542,000 502,000 7,718 951
34| Total Overhead g 3,008,101 3,213,474 3,142,280 2,932,488 2,919,828 2,883,434 2,845,981 2,813,129 2,673,446 2,117,756 1,979,756 1,866,842 32,396,615
35| Total Production Cost E: 31,965,359 | 35,128,066 | 38,577,223 | 31,615,858 | 32,163,356 | 30,409,635 | 29,964,179 | 28,562,083 | 26,425520 | 15,825,738 | 15,321,929 8,900,040 | 324,858,986
36|Purchased Coal 3 - - - - - - . = - o - - -
37 |Stockpile change $ (50,500) (8,318) (6,001) (6,106) 8,168 2,218 162,587 (3,573) (6,971) 5,564 - 1,547,364 1,644,432
38 - - - - = - , - - - - - -
39| Cost of sales 31914859 | 35119748 | 38571222 | 31609751 | 32,171,524 | 30,411,853 | 30,126,766 | 28,558,509 | 26418549 | 15831,303 | 15,321,929 | 10,447,404 | 326 503,418
40 0 0 0 0 0 0 0 0 0 0 0 0 0
41]Operating Profit (8,495,972)]  (5,690,380) 6,104,708 1,711,918 2,607,395 3,011,435 3,296,522 6,452,529 4,981,989 481,197 990,571 (2,547 456) 12,904 456
40




ANDALEX Resources Inc. - Tower Division
LW Life of Mine at 5% Royaity
INCOME STATEMENT PER TON
Code 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Total LOM
1{Tonnage:
2|Produced T 1,104,216 1,361,813 2,059,839 1,461,236 1,527,558 1,531,880 1,523,202 1,605,151 1,439,377 750,000 750,000 278,720 15,392,992
3|Sold T 1,103,250 1,360,750 2,059,750 1,461,000 1,528,000 1,632,000 1,532,000 1,605,000 1,439,000 750,000 750,000 363,216 15,483,966
4
51Sales $ 21.23 21.63 21.69 22.81 22.76 21.82 21.82 21.81 21.82 21.75 21.75 21.75 21.92
6 |Production Costs:
7| Labor and Benefits
8| Wages $ 5.71 470 3.03 3.36 3.22 3.15 3.23 3.01 3.06 3.94 3.94 6.80 3.61
9| Payroll taxes $ 0.45 0.42 0.28 0.31 0.30 0.29 0.30 0.28 0.28 0.36 0.36 0.60 0.32
10| Group Insurance $ 0.94 0.91 0.58 0.65 0.62 0.62 0.62 0.58 0.59 0.77 0.77 1.31 0.69
11| Pension $ 0.52 0.49 0.32 0.36 0.34 0.34 0.34 032 0.33 0.41 0.41 0.70 0.38
12| Vacation $ 0.51 0.47 0.31 0.34 0.32 0.32 0.32 0.31 0.31 0.40 0.40 0.68 0.36
13] Incentive Pay $ 0.25 0.26 0.27 0.26 0.26 0.26 0.26 0.26 0.26 0.26 0.26 0.27 0.26
14| Workmen's Compensation $ 1.02 0.95 0.63 0.70 0.67 0.66 0.67 0.63 0.64 0.81 0.81 1.36 0.73
15| Total Labor & Benefits $ 9.41 8.21 5.44 5.96 572 5.63 574 539 5.46 6.96 6.96 11.71 6.35
16
17 Supplies $ 10.09 8.44 5.30 6.43 6.28 5.33 516 4.11 475 4.58 4.58 5.69 5.88
18] Fuel $ 0.04 0.03 0.02 0.03 0.03 0.03 0.03 0.03 0.03 0.05 0.05 0.08 0.03
19| Power $ 0.61 0.57 0.43 0.57 0.55 0.55 0.55 0.53 0.50 0.69 069 | 1.09 0.56
20{ Royalties $ 1.17 1.15 1.08 1.16 1.19 1.03 1.17 1.07 1.20 1.19 1.44 1.67 1.16
21| Depreciation $ 1.50 1.52 1.44 1.91 1.81 1.88 1.63 1.41 1.07 1.27 | 0.53 1.12 1.50
22| Equipment rentat $ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
23] Contract Hauling / Loading $ 2.4 2.41 241 241 2.41 2.41 2.4 2.9 241 2.41 2441 2.70 242
24| Reclarnation general $ 0.02 0.02 0.01 0.02 0.02 0.02 0.02 0.01 0.02 0.03 0.03 0.09 0.02
25| Blackiung / Reclamation fee $ 0.90 0.99 1.00 1.04 1.04 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
26| Outside Services $ 0.08 0.10 0.07 0.09 0.09 0.09 0.09 0.08 0.07 0.10 0.10 0.19 0.09
27 $ 26.22 23.44 17.20 19.63 19.14 17.97 17.80 16.04 16.50 18.28 17.79 25.23 19.00
28|Overhead:
29| Salaries $ 125 1.22 0.77 0.99 0.95 0.95 0.95 0.90 0.96 1.50 1.32 3.82 1.07
30| Fringe Benefits $ 0.49 0.50 0.32 0.41 0.39 0.39 0.39 0.37 0.40 0.47 0.47 0.87 0.41
31| Payroll taxes $ 0.10 0.10 0.06 0.08 0.08 0.08 0.08 0.07 0.08 0.09 0.09 0.17 0.08
32| Incentive pay $ 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.03 0.04
33| Insurance / Prop. Tax / Other 0.85 0.51 0.34 0.49 0.45 0.43 0.41 0.36 0.38 0.72 0.72 1.80 0.50
34| Total Overhead 272 2.36 1.53 2.01 1.91 1.88 1.87 1.75 1.86 2.82 2.64 6.70 210
35] Total Production Cost 28.95 25.80 18.73 21.64 21.06 19.85 19.67 17.79 18.36 21.10 20.43 31.93 21.10
36 |Purchased Coal $ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
37 |Stockpile change $ (0.05) (0.01) (0.00) (0.00) 0.01 0.00 0.11 (0.00) (0.00) 0.01 0.00 4.26 0.1
38 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
39| Cost of sales 28.93 25.81 18.73 21.64 21.05 19.85 19.66 17.79 18.36 21.11 20.43 28.76 21.09
40|Operating Profit (7.70) (4.18) 296 1.17 1.71 1.97 2.15 4.02 3.46 0.64 1.32 (7.01) 0.83
41




ANDALEX Resources Inc. - Tower Division
LW Life of Mine at 5% Royalty
Production Statistics
Code 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Total LOM
1]Production days U 251 250 250 250 250 250 250 250 250 250 250 250 3,001
2
3|Production:
4{CM #1 Pin T 376,500 375,000 375,000 - - 150,000 350,000 350,000 375,000 375,000 375,000 278,720 3,380,220
5|CM#2 Pin T 376,500 375,000 9,000 - - - - - 375,000 375,000 375,000 - 1,885,500
6|CM # 3 Upper A seam Ab T 56,700 - - - - - - - - - - - 56,700
7|ICM#4 Ab T 186,500 144,855 127,228 148,940 149,848 124,308 7,633 - - - - - 889,312
, 8|CM#5 Ab T 108,016 120,525 161,187 118,980 136,093 74,763 - - - - - - 719,564
7 [Longwall Ab T - 346,433 1,387,424 1,193,316 1,241,617 1,182,809 1,165,569 1,255,15 689,377 - - - 8,461,696
8| Total Production T 1,104,216 1,361,813 2,059,839 1,461,236 1,527,558 1,531,880 1,523,202 1,605,15 1,439,377 750,000 750,000 278,720 15,392,992
9{Average Daily Production T 4,399 5,447 8,239 5,845 6,110 6,128 6,093 6,42 5,758 3,000 3,000 1,115 5,129
10jUnit Shifts worked:
11|CM# 1 Pin u 502 500 500 0 0 200 500 500 500 500 500 3n 4,573
12|CM#2 Pin U 502 500 12 0 0 0 0 0 500 500 500 0 2,514
13|CM #3 Upper A seam Ab u 189 o] 0 0 0 0 [¢] 0 0 o 0 0 189
14|]CM #4 . Ab u 378 500 500 500 500 500 15 0 0 0 0 0 2,893
15|CM #5 Ab 8] 378 500 500 500 500 250 0 0 0 0 0 0 2,628
14|Longwall Ab U 0 126 502 462 496 468 462 502 276 0 0 0 3,294
15{Tons per unit shift:
16|]CM#1 Pin T 750 750 750 - - 750 700 700 750 750 750 750 739
17|CM#2 Pin T 750 750 750 - - 750 - - 750 750 750 - 750
18|CM # 3 Upper A seam Ab T 300 - - - - - - - - - - - 300
19|CM# 4 Ab T 493 290 254 298 300 249 509 - - - - - 307
20|CM#5 Ab T 286 241 322 238 272 299 - - - - - - 274
19{Longwali Ab T - 2,749 2,764 2,583 2,503 2,527 2,523 2,500 2,498 - - - 2,569
20|Tons per manday: .
21|Aberdeen wage T 337 36.4 56.1 50.9 532 54.0 53.0 56.6 55.8 431 43.1 251 479
22| All Employees T 269 306 473 41.7 436 44.2 435 46.3 452 352 35.2 20.0 393
23
24|Tons per manhour - All Empl. T 3.36 3.83 591 521 5.45 5.53 5.43 5.79 5.65 4.41 441 250 491
25 |Manpower at end of month: Year 2005-9
26| Hourly u 107 116 114 88 88 88 88 88 79 54 54 34 88
27| Part time/ SOP's u 2 3 3 3 3 3 3 3 3 3 3 3 3
28| Contract Labor U 8 0 0 0 4] 0 0 0 0 0 0 0 0
29| Salaried [¥] 22 25 24 22 22 22 22 22 21 13 13 9 22
30{ Total U 139 144 141 113 113 113 113 113 103 70 70 46 113 |
31{Total Manhours u 328,498 355,920 348,563 280,348 280,348 277,116 280,348 277,116 254,619 170,239 170,239 111,281 3,134,636
32|Total manshifts (8 hours) U 41,062 44,490 43,570 35,043 35,043 34,639 35,043 34,639 31,827 21,280 21,280 13,910 391,829
33 ]Overtime (8 hour days)
34| Hours u 51,771 65,228 54,278 44,751 44,751 41,935 44,751 41,935 40,191 25,795 25,795 17,388 488,570
35| Amount $ 1,549,246 1,771,625 1,741,054 1,434,202 1,434,202 1,343,630 1,434,202 1,343,630 1,287,359 823,923 823923 663,145 15,540,141
36|Percentage (OT/Reg. Hours) % 18.7% 15.5% 18.4% 19.0% 19.0% 17.8% 19.0% 17.8% 18.7% 17.9% 17.9% 18.5% 18.5%
37|Coal Inventory:
38| Beginning T 90,974 91,940 93,003 93,092 93,328 92,886 92,766 83,968 84,119 84,496 84,496 84,496 90,974
39| Purchased T - - - B - - - - - - - - -
40| Production T 1,104,216 1,361,813 2,059,839 1,461,236 1,527,558 1,631,880 1,523,202 1,605,151 1,439,377 750,000 750,000 278,720 15,392,992
41| Shipments T (1,103,250) (1,360,750) (2,059,750) (1,461,000) (1,528,000) (1,532,000) (1,532,000) (1,605,000) (1,439,000) (750,000) (750,000) (363,216)| (15,483,966)
42| Ending T 91,940 93,003 93,092 93,328 92,886 92,766 83,968 84,119 84,496 84,496 84,496 - -
431  Ending - Minesite T 5,840 5,840 5,840 5,840 5,840 5,840 5,840 5,840 5,840 5,840 5,840 - -
44| Ending - Wildcat loadout T 86,100 87,163 87,252 87,488 87,046 86,926 78,128 78,279 78,656 78,656 78,656 - -
45| Ending - LA Port T - - - - - = - - - - - - -
46| Lost time accidents U - - - - - - - - - - - - -
42




ANDALEX Resources Inc - Tower Division
(R%% f Mine at 5% Royalty
Cash Flow Schedule

Code 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Total LOM
11Tons Sold T 1,103,250 1,360,750 2,059,750 1,461,000 1,528,000 1,532,000 1,532,000 1,605,000 1,439,000 750,000 750,000 363,216 15,483,966
21Gross Sales
3[IPA $ 9,200,000 9,200,000 9,200,000 13,800,000 13,800,000 - - - - - - - 55,200,000
4 $ - - - - - - - - - - - - -
5 . R . R R . R R . R R - -
6{Nevada Power 3,640,000 3,640,000 3,640,000 - - - - - - - - - 10,920,000
7 {Nevada Cement 1,200,000 - - - - - - - - - - - 1,200,000
8|Rio Bravo 2,164,167 2,170,575 2,213,888 - - - - - - - - - 6,548,630
o] . R . R R - . . - - R - R
10{Export - Taiwan 2,368,800 - - - - - - - - - - - 2,368,800
11 - - - -

12|Uncommitted
13|Other/Uncommitted
14|Stoker/Lump

15| Total
16|Premium/Penalties/Adj.:
17|IPA

18
19
20
21|Rio Bravo
22
23
24|Export - Taiwan
25
26 Uncommitted
27 [Commissions
28|Net Sales
29|Cost of Sales

- 6,525,000 13,050,000 8,700,000 8,700,000 15,225,000 17,400,000 13,050,000 10,875,000 8,700,000 8,700,000 - 110,925,000
3,093,938 6,111,750 14,790,000 8,808,750 10,266,000 16,878,000 14,703,000 | 20,640,750 19,205,250 7,612,500 7,612,500 | - 7,899,948 137,622,386
1,344,000 1,344,000 1,344,000 1,344,000 1,344,000 1,344,000 1,344,000 1,344,000 1,344,000 - - - 12,096,000

23,010,905 | 28,991,325 | 44,237,888 | 32,652,750 34,110,000 | * 33,447,000 | 33,447,000 | 35,034,750 [ 31,424,250 16,312,500 16,312,500 7,899,948 336,880,815 |

431,694 461,754 461,754 692,632 692,632 - - - - - - - 2,740,466

(23,712) (23,712) (23,712) (23.712) (23,712) (23,712) (23,712) (23.712) (23.712) - - - Amdw,aomvv
23,418,887 29,429,367 44675930 | 33,321,670 | 34,778920 § 33,423,288 33,423,288 | 35011,038 31,400,538 16,312,500 16,312,500 7,899,948 339,407,873
31,914,859 35,119,748 | 38,571,222 31,609,751 32,171,524 | 30,411,853 | 30,126,766 | 28,558,508 | 26,418,549 15,831,303 15,321,929 10,447,404 326,503,418

DA RNADA AP ANRAPADAPRDABNADPRADANNDAN

(8,495,972)|  (5,690,380) 6,104,708 1,711,918 2,607,395 3,011,435 3,296,522 6,452,529 4,981,989 481,197 990,571 (2.547,456) 12,904,456

30{Mine Operating profit $

31{Non-cash Cost: $ -
32| Depreciation 3 1,651,366 2,070,895 2,959,418 2,789,387 2,769,736 2,877,546 2,486,726 2,264,836 1,536,594 951,259 397,354 311,060 23,066,178
33 $ E - - - - - - - - - - - -

34| Reclamation provision $ 24,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000 288,000
35| Coal inventory change $ (50,500) (8,318) {6,001) (6,106) 8,168 2,218 162,587 (3,573) (6,971) 5,564 - 1,547,364 1,644,432
36{Cash flow from operations $ (6,871,106)]  (3,603,804) 9,082,125 4,519,199 5,409,300 5,915,199 5,969,834 8,737,792 6,535,612 1,462,021 1,411,925 (665,031) 37,903,066
37 |Capital expenditures $ (7,826,880)| (11,350,432) (296,138) (326,159) (335,531) (513,981) (326,260) (121,900) (121,900) (28,000) (203,000) - (21,450,181)
38 $ - - - - - - - - - - - - -
39 $ - -
40{Salvage Value * $ . = - - - - - - 3,460,846 - - 1,000,000 4,460,846
41}Final Reclamation $ - - - - - - - - - - - (1,233,609) (1,233,609)
42 {Net Cash Fiow $ (14,697,986){ (14,954,236) 8,785,987 4,193,040 5,073,769 5,401,218 5,643,574 8,615,892 9,874,558 1,434,021 1,208,925 (898 .640) 19,680,122

43 * Year 2010 shows selling the Longwall to WEST RIDGE for $3.5 m

43 |




ANDALEX Resources Inc. - Tower Division
LW Life of Mine at 5% Royalty
Cash Flow Schedule per ton

Code 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Total LOM

1{Tons Sold T 1,103,250 1,360,750 2,059,750 1,461,000 1,528,000 1,532,000 1,532,000 1,605,000 1,439,000 750,000 750,000 363,216 15,483,966
2|Gross Sales:

3[IPA $ 23.00 23.00 23.00 23.00 23.00 - - - - - - - 23.00
6|Nevada Power $ 18.20 18.20 18.20 - - - - - - - - - 18.20
7 |Nevada Cement $ 20.00 20.00 - - - - - - - - - - 20.00
- 8{Rio Bravo $ 17.31 17.54 17.89 - - - - - - - - - 17.58
9 $ - - - - - - - - - - - - -
10{Export - Taiwan $ 19.74 - - - - - - - - - - - 19.74
11 $ - - - - - - - - - - - -

12 |Uncommitted $ - 21.75 21.75 21.75 2175 21.75 21.75 21,75 2175 21.75 21.75 21.75 21.75
13|Other/Uncommitted $ 21.75 21.75 2175 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75
14|Stoker/Lump 3 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 - - - 24.00
15] Total $ 20.86 21.31 21.48 22.35 22.32 21.83 21.83 21.83 21.84 21.75 21.75 2175 21.76
16{Premium/Penalties/Adj.: $

17]IPA $ 1.08 1.15 1.15 1.15 1.15 - - - - - - - 1.14
18 $ - - - - - - - - - . - -

19 $ - - - - - - - - - - - -

20|Nevada Power $ - - - - - - - - - - - - -
21|Nevada Cement $ - - - - - - - - - - - - -
22]Rio Bravo $ - - - - - - - - - - - - -
23 $ - - - - - - - - - - - - -
24 |Export - Taiwan $ - - - - - - - - - - - - -
25 $ - - - - - - - - - - - - -
26 $ - - - - - - - - - - - - -
27 {Commissions $ (0.42) (0.42) (0.42) (0.42) (0.42) (0.42) (0.42) (0.42) (0.42) - - - (0.42)
28|Net Sales $ 21.23 21.63 21.69 22.81 22.76 21.82 21.82 21.81 21.82 21.75 21.75 21.75 21.92
29|Cost of Sales b 28.93 25.81 18.73 21.64 21.05 19.85 19.66 17.79 18.36 21.11 20.43 28.76 21.09
30{Mine Operating profit (7.70) (4.18) 2.96 1.17 1.71 1.97 2.15 4.02 3.46 0.64 1.32 (7.01) 0.83
31]Non-cash Cost: g
32} Depreciation $ 1.50 1.52 1.44 1.91 1.81 1.88 1.62 1.41 1.07 1.27 0.53 0.86 1.49
33 $ - - - - - - - - - - - - -
34| Reclamation provision $ 0.02 0.02 0.01 0.02 0.02 0.02 0.02 0.01 0.02 0.03 0.03 0.07 0.02
35| Coal inventory change $ (0.05) (0.01) (0 00) (0.00) 0.01 0.00 0.11 (0.00) (0.00) 0.01 - 4.26 0.1
36|Cash flow from operations $ (6.23) (2.65) 4.41 3.09 354 3.86 3.90 5.44 454 1.95 1.88 (1.83) 245
37 |Capital expenditures $ (7.09) (8.34) (0.14) (0.22) (0.22) (0.34) 0.21) (0.08) (0.08) (0.04) (0.27) - (1.39)
38 $ - - - - - - - - - - - - -
39]Saivage value $ - - - - - - - - 241 - - 275 029
40|Final Reclamation $ - - - - - - - - - - - (3.40) (0.08)
41[Net Cash Flow $ (13.32) (10.99) 4.27 2.87 3.32 3.53 3.68 5.37 6.86 1.91 1.61 (2.47) 1.27




ANDALEX Resources Inc. - Tower Division File #: LWRoy120401
LW Life of Mine at 5% Royalty Update: 12/04/01
Production
Code 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Total LOM
1|Workdays normal U 251 250 250 250 250 250 250 250 250 250 250 250 3,001
2| Weekend days ] -
3|Total production days U 251 250 250 250 250 250 250 250 250 250 250 250 3,001
4 =
5|Production shifts
6 Room & Pillar CM# 1Pin/Ab| U 502 500 500 - - 200 500 500 500 500 500 37 4,573
7 Room & Pillar CM# 2Pin/Ab| U 502 500 12 - - - - - 500 500 500 - 2,514
8 CM# 3Ab U 189 - - - - - - - - - - - 189
9 LW dev. CM# 4Ab u 378 500 500 500 500 500 15 - - - - - 2,893
10 LW dev. CM# S5Ab U 378 500 500 500 500 250 - - - - - - 2,628
11 LW U - 126 502 462 496 468 462 502 276 - - - 3,294
12 -
13| Tons per shift CM# 1Pin/Abf T 750 750 750 - - 750 700 700 750 750 750 750 739
14 CM# 2Pin/Ab] T 750 750 750 - - 750 - - 750 750 750 - 750
15 CM# 3Ab T 300 - - - - - - - - - - - 300
16 CM# 4Ab T 493 290 254 298 300 249 509 - - - - - 307
17 CM# 5Ab T 286 241 322 238 272 299 - - - - - - 274
18 LW T - 2,749 2,764 2,583 2,503 2,527 2,523 2,500 2,498 - - - 2,569
19 T
20 [PRODUCTION TONNAGE: T
21 CM# 1Pin/Ab] T 376,500 375,000 375,000 - - 150,000 350,000 350,000 375,000 375,000 375,000 278,720 3,380,220
22 CM# 2Pin/Ab] T 376,500 375,000 9,000 - - - - - 375,000 375,000 375,000 - 1,885,500
23 CM# 3Ab T 56,700 - - - - - - - - - - - 56,700
24 CM# 4Ab T 186,500 144,855 127,228 148,940 149,848 124,308 7,633 - - - - - 889,312
25 CM# S5Ab T 108,016 120,525 161,187 118,980 136,093 74,763 - - - - - - 719,564
26 LW T - 346,433 | 1,387,424 | 1,193,316 | 1,241,617 | 1,182,809 | 1,165,569 | 1,255,151 689,377 8,461,696
27 TOTAL T ] 1104216 | 1,361,813 | 2,059,839 | 1,461,236 | 1,527,558 | 1,531,880 | 1,523,202 | 1,605,151 | 1,439,377 750,000 750,000 278,720 | 15,392,992
28 T
29]Total CM production T | 1,104,216 | 1,015,380 672,415 267,920 285,941 349,071 357,633 350,000 750,000 750,000 750,000 278,720 6,931,296
30| Total LW production T - 346,433 | 1,387,424 | 1,193,316 | 1,241,617 | 1,182,809 | 1,165569 | 1,255,151 689,377 - - - 8,461,696
31 T |
32 |Production by lease: T R
33} U101058,27304,63058 T 809,700 749,999 384,000 - - 150,000 350,000 350,000 750,000 750,000 250,000 12,719 4,556,418
34| U66060 Graves T 189,589 447,794 | 1,276,864 553,447 387,786 26,161 19,055 - - - - - 2,900,696
35] U66060 Mod Graves T 52,656 18,342 56,447 390,519 - - - - - - - - 517,964
36| Mathis fee T 52,271 145,678 274,822 265,266 | 1,003,619 30,375 902,695 174,041 689,377 - - - 3,538,144
37| Unleased federal T - - 67,706 252,004 136,153 | 1,325,344 251,452 | 1,081,110 - - - - 3,113,769
38| UB9600 AEP/Cyps T - - - - - - - - - - 300,000 168,000 468,000
39| Zions Fee T - - - - - - - - - - 200,000 98,002 298,002
40| Total T | 1,104,216 | 1,361,813 | 2,059,839 | 1461,236 { 1,527,558 | 1,531,880 | 1,523,202 | 1,605,151 | 1,439,377 750,000 750,000 278,720 | 15,392,992
41 T
42 |Daily Average tonnage T 4,399 5,447 8,239 5,845 6,110 6,128 6,093 6,421 5,758 3,000 3,000 1,115 5,129
45




ANDALEX Resources Inc. - Tower Division
LW Life of Mine at 5% Royaity
Sales Tonnage, Inventory, Transloading

SALES TONNAGE: Code 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Total LOM
1]IPA contract T 400,000 400,000 400,000 600,000 600,000 - - 2,400,000
2 T - - - - - - - - - - - - -

3 T - - - - - - - - -

4|Nevada Power contract T 200,000 200,000 200,000 - - 600,000

5 T - - - - - -

6|Nevada Cement contract T 60,000 - - - - 60,000

7|Rio Bravo contract T 125,000 123,750 123,750 - - 372,500

8 T - - - - - -

9 T - - - - - -
10|Export - Taiwan contract T 120,000 - - - - 120,000
11 T - - - - - -
12 T - - - - - -
13{Uncommitted T - 300,000 600,000 400,000 400,000 700,000 800,000 600,000 500,000 400,000 400,000 - 5,100,000
14|Other/Uncommitted T 142,250 281,000 680,000 405,000 472,000 776,000 676,000 949,000 883,000 350,000 350,000 363,216 6,327,466
15|Stoker/Lump w/Comm. T 26,000 26,000 26,000 26,000 26,000 26,000 26,000 26,000 26,000 - - - 234,000
16|Stoker/Lump w/o Com. T 30,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000 - - - 270,000
17 T - - - - - -
18|Total Sales Tonnage T 1,103,250 1,360,750 2,059,750 1,461,000 1,528,000 1,632,000 1,532,000 1,605,000 1,439,000 750,000 750,000 363,216 | 15,483,966
19
20|COAL INVENTORY:
21|Beginning Inventory T 90,974 91,940 93,003 93,092 93,328 92,886 92,766 83,968 84,119 84,496 84,496 84,496 90,974
22 |Purchased Coal Stoker T - - - - - - - - - - - - -
23 Jinventory Adjustment T - - - - - - - - - - - - -
24]Production T 1,104,216 1,361,813 2,059,839 1,461,236 1,627,558 1,531,880 1,623,202 1,605,151 1,439,377 750,000 750,000 278,720 | 15,392,992
25|Sales Tonnage T (1,103,250)| (1,360,750)| (2.059,750)| (1,461,000)] (1,528,000)] (1,532,000)] (1,532,000)] (1,605,000)] (1,439,000) (750,000) (750,000) (363,216)| (15,483,966)
26]Ending Inventory T 91,940 93,003 93,092 93,328 92,886 92,766 83,968 84,119 84,496 84,496 84,496 - -
27
28
29 T - - - - - - - - - - - - -
30 T - - - - - - - - - - - - -
31 T - - - - - - - - - - - - -
32 T - - - - - - - - - - - - -
33 T - - - - - - - - - - - - -
34 T - - - - - - - - - - - - -
35 T - - - - - - - - - - - - -
36 T - - - - - - - - - - - - -
37 T - - - - - - - - - - - - -
38
39 - . . .

40 T - - - - - - - - - - - - -
41|Shipped to LA & NP adj T - - - - - - - - - - - -
42|Total tons loaded at Wildcat T 1,103,250 1,360,750 2,059,750 1,461,000 1,528,000 1,632,000 1,532,000 1,605,000 1,439,000 750,000 750,000 363,216 | 15,483,966
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ANDALEX Resources Inc. - Tower Division
LW Life of Mine at 5% Royalty
Sales Tonnage & Price per ton

SALES PRICE PER TON Code 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Total LOM
THPA $/T 23.00 23.00 23.00 23.00 23.00 - - - - - - - 23.00
2 $T -

3 $T
4|Nevada Power T 18.20 18.20 18.20 - - - - - - - - - 18.20
5|Nevada Cement $T 20.00 20.00 20.00
6|Rio Bravo $/T 17.31 17.54 17.89 - - - - - - - - - 17.58
7 $T - -
8 $T - -
9|Export - Taiwan $T 19.74 - 19.74
10{Uncommitted $T - 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75
11]Other/Uncommitied $/T 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75 21.75
12|Stoker/Lump w/Comm. | $/T 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00
13|Stoker/Lump wioCom. | $/T 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00
14 $/T - - - - - - - - - - - - -
15{Total Sales Tonnage w/o prem. ST 20.86 2131 21.48 22.35 22.32 21.83 21.83 21.83 21.84 21.75 21.75 21.75 21.76
16
17|PREMIUMS: BTU 11,900 11,900 11,900 11,900 11,900 11,900 11,900 11,900 11,900 11,900 11,900 11,900
18{IPA $/T 1.08 1.15 1.15 1.15 1.15 - - - - - - - 1.14
19 $T -
20 $/T
21|Nevada Cement $T -
22|Rio Bravo T -
23 $T -
24 $/T -
25|Export - Taiwan $T -
26 $T -
27 |Uncommitted $/IT -
28 $/T
29{Total Weighted avg prem /T 0.39 0.34 0.22 0.47 0.45 - - - - - - - 0.18
30{Total Weighted avg sales price /T 21.25 21.64 21.70 22.82 22.78 21.83 21.83 21.83 21.84 21.75 21.75 21.75 21.93
31{Stoker/Lump Commissions ST (0.42) (0.42) (0.42) (0.42) (0.42) (0.42) (0.42) (0.42) (0.42) - - - (0.42)
32|Total average price per ton $T 21.23 21.63 21.69 22.81 22.76 21.82 21.82 21.81 21.82 21.75 21.75 21.75 21.92
33
34 Price for royalty:
35|Rio Bravo tonnage T 125,000 123,750 123,750 - - - - - - - - - 372,500
36{Rio Bravo buyout $/T 5.24 5.24 5.24 - - - - - - - - - 524
37|Rio Bravo Addition $ 654,750 648,203 648,203 - - - - - - - - - 1,951,155
38
39|Total royalty sales $ 24,097,349 | 30,101,282 | 45,347,844 | 33,345,382 | 34,802,632 | 33,447,000 | 33,447,000 | 35,034,750 | 31,424,250 | 16,312,500 | 16,312,500 | 7,899.948 | 341,572,436
40|Total royalty sales per lon $/T 21.84 22.12 22.02 22.82 22.78 21.83 21.83 21.83 21.84 21.75 21.75 21.75 22.06
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ANDALEX Resources Inc. - Tower Division
LW Life of Mine at 5% Royalty
Sales Revenues
SALES REVENUES Code 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Total LOM
1|IPA $ 9,200,000 9,200,000 9,200,000 | 13,800,000 | 13,800,000 - - - - - - - 55,200,000
2 $ - - - - - - - - - - - - -
3 - - - R . - . - - - . .
4Nevada Power $ 3,640,000 3,640,000 3,640,000 - - - - - - - - - 10,920,000
5|Nevada Cement $ 1,200,000 - - - - - - - - - - - 1,200,000
6{Rio Bravo $ 2,164,167 2,170,575 2,213,888 - - - - - - - - - 6,548,630
7 $ - - - - - - - - - - - - -
8|Export - Taiwan $ 2,368,800 - - - - - - - - - - - 2,368,800
9 $ - - - - - - - - - - - - -
10|Uncommitted $ - 6,525,000 | 13,050,000 8,700,000 8,700,000 | 15,225,000 § 17,400,000 | 13,050,000 | 10,875,000 8,700,000 8,700,000 - 110,925,000
11]Other/ uncommitted $ 3,093,938 6,111,750 | 14,790,000 8,808,750 { 10,266,000 | 16,878,000 | 14,703,000 | 20,640,750 | 19,205,250 7,612,500 7,612,500 7,899,948 | 137,622,386
12}Stoker/Lump wiComm. $ 624,000 624,000 624,000 624,000 624,000 624,000 624,000 624,000 624,000 - - - 5,616,000
13|Stoker/Lump w/o Com. $ 720,000 720,000 720,000 720,000 720,000 720,000 720,000 720,000 720,000 - - - 6,480,000
14 $ - - - - - - - - - - - - -
15]Total Sales Revenues $ 23,010,905 | 28,991,325 | 44,237,888 [ 32,652,750 | 34,110,000 | 33,447,000 | 33,447,000 | 35,034,750 | 31424250 | 16,312,500 | 16,312,500 | 7,899,948 | 336,880,815
16
17|PREMIUMS: .
18(IPA $ 431,694 461,754 461,754 692,632 692,632 - - - - - - - 2,740,466
19 $ - - - - - - - - - - - - -
20 $ - - - - - - - - - - - - -
21|Rio Bravo $ - - - - - - - - - - - - -
22 $ - - - - - - - - - - - - -
23 $ - - - - - - - - - - - - -
24|Export - Taiwan $ - - - - - - - - - - - - -
25 $ - - - - - - - - - - - - -
26 |Uncommitted $ - - - - - - - - - - - - -
27 b - -
28|Total premiums 431,694 461,754 461,754 692,632 692,632 - - - - - - - 2,740,466
29{Grand total sales revenues f 23,442,599 | 29,453,079 | 44,699,642 | 33,345,382 | 34,802,632 | 33,447,000 | 33,447,000 | 35,034,750 | 31,424,250 | 16,312,500 | 16,312,500 | 7,899,948 | 339,621,281
30
31{Stoker commissions b (23,712) (23,712) (23,712) (23,712) (23,712) (23,712) (23,712) (23,712) (23,712) - - - (213,408
32|Grand total revenues minus comm. $ 23,418,887 | 29,429,367 | 44,675,930 | 33,321,670 | 34,778,920 | 33,423,288 | 33,423,288 | 35,011,038 | 31,400,538 | 16,312,500 | 16,312,500 | 7,899,948 | 339,407,873
33
34 .
35 - - - - - - - - - - - - -
36 - - - - - - - - - - - - -
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ANDALEX RESOURCES, INC. - TOWER DIVISION
LW Life of Mine at 5% Roy
MANPOWER
Inflation 0%
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Total LOM
1[Controller 1 1 1 1 1 1 1 1 1 1 1 1
2|Accounting Clerk/Receptionist 1 1 1 1 1 1 1 1 1 1 1 1
3 |Accounting Clerk/Receptionist 0 1 1 1 1 1 1 1 1 0 0 0
4|Safety Manager 1 1 1 1 1 1 1 1 1 1 1 1
5[Safety 1 1 1 1 1 1 1 1 1 0 0 0
6 |Engineering/Surveying 1 1 1 1 1 1 1 1 1 0 0 0
7 [Engineering/Surveying 1 1 1 1 1 1 1 1 1 1 1 1
8|Purchasing Manager 1 1 1 1 1 1 1 1 1 1 1 1
9|Warehouseman 1 1 1 1 1 1 1 1 1 1 1 0
10 0 0 o] 0 0 0 0 0 0 0 0 0
11| Total Administration 8 9 9 9 9 9 9 9 9 6 6 5
12 Mine;
13 [Mine Manager 1 1 1 1 1 1 1 1 1 1 1 1
14{Mine Superintendent 1 1 1 1 1 1 1 1 1 0 0 0
15|General Mine Foreman 2 2 2 2 2 2 2 2 2 1 1 1
16 |Maintenance Foreman 1 1 1 1 1 1 1 1 1 1 1 0
17 |Graveyard Foreman 1 1 1 1 1 1 1 1 1 0 0 0
18|CM Section Foreman 8 8 6 4 4 4 4 4 4 4 4 2
19{LW Coordinator 0 1 1 1 1 1 1 1 1 0 0 o]
20{LW Foreman 0 1 2 2 2 2 2 2 1 0 0 0
21 0 0 0 0 0 0 0 0 0 0 0 0
22| Total Mine 14 16 15 13 13 13 13 13 12 7 7 4
23
24 0 0 0 0 0 0 0 0 0 0 0 [0} |
25 0 0 0 0 0 0 0 o] 0] 0 0 o]
26 o 0 0 0 0 o 0 0 0 0 0 0 |
27 o] 0 0 0 0 0 o] 0 0 0 0 0
28 0 0 0 0 0 0 0 0 0 0 0 0
29 |Total Full Time Salaried 22 25 24 22 22 22 22 22 21 13 13 ]
30
31|SOP'S / part time Mine 2 3 3 3 3 3 3 3 3 3 3 3
32 0 0 0 0 0] 0 0 0 0 0 0 0
33|{SOP'S / part time Administration 0 0 0 0 0 0 0 Q 0 0 0 0
34| Total SOP's / part time 2 3 3 3 3 3 3 3 3 3 3 3
35
36| Total Salaried & Part Time 24 28 27 25 25 25 25 25 24 16 16 12
37
38 HOURLY:
39|Underground days 38 38 26 0 0 0 0 0 0 0 0 0
40|Underground nights 31 31 31 31 31 31 31 31 31 12 12 6
41|Underground graveyard 24 24 24 24 24 24 24 24 24 28 28 14
42|Surface 2 2 2 2 2 2 2 2 2 2 2 2
43|Underground’ General 12 12 12 12 12 12 12 12 12 12 12 12
44|l.ongwall 0 9 19 19 19 19 19 19 10 o] 0 0
45[Mine 107 116 114 88 88 88 88 88 79 54 54 34
46 0 0 0 0 0 0 0 0 0 0 0 0
47| Total Hourly 107 116 114 88 88 88 88 88 79 54 54 34
48
49| Total Andalex Manpower 131 144 141 113 113 113 113 113 103 70 70 46
50|Contract Labor 8 0 0 0 0 0 0 0 0 0 0 0
51 0 0 0 o] 0 0 0 0 0 0 0 0
52|Total Andalex & contract labor 139 144 141 113 113 113 113 113 103 70 70 46
49




ANDALEX RESOURCES, INC. - TOWER DIVISION
LW Life of Mine at 5% Royalty
SALARY LABOR COST - Minesite

[ 2002 [ 2003 T 2004 [ 2005 [ 2006 | 2007 | 2008 | 2008 | 2010 ] 2011 | 2013 | 2013 | Total LOM |
SALARY LABOR COST.
1| Administration 371,712 430,091 430,091 | 430,091 | 430,091 430,091 | 430,091 430,091 430,091 291,613 | 291613 259,254 4654924
2|Aberdeen 992,531 [ 1,205,731 | 1,136,031 | 996,631 996,631 996,631 | 996,631 996,631 926,931 546,620 | 546,620 336,516 | 10,674,138
3 - - - - - - - - - - - - -
4| Total Full Time Salary cost 1364243 | 1635823 | 1,566,123 | 1,426,723 | 1,426,723 | 1426723 | 1426723 | 1,426,723 | 1,357,023 | 838234 | 838,234 | 595770 | 15.329.062
5
6|Incentive Bonus 38,747 52,867 76,985 60,776 63,535 63,714 63,353 66,762 61,568 29,143 29,143 8,748 615,340
7|Gross salary full time 1,402,991 | 1688689 | 1,643,107 | 1,487,499 | 1,490,257 | 1,490,437 | 1,490,076 | 1,493,484 | 1.418,591 867,377 | 867,377 | 604518 | 15944403
8 - - - - - - - - - - - - -
9|SOP'S/Part time - Mine 14,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 245,000
10|SOP'S/Part time - Admin. - - - - - - - - - - - - -
11| Total Salary Labor Cost 1,416,991 | 1,709,689 | 1,664,107 | 1508499 | 1,511,257 | 1,511,437 | 1,511,076 | 1,514,484 | 1.439.591 888,377 | 888377 | 625518 | 16,189,403
12
13|FRINGE BENEFITS: Rate:
14[FICA (Max. 77,500) 0.0765 107,329 130,791 127,304 115400 115,611 115625| 115597 | 115858 [ 110,129 67,961 67,961 47,852 1,237,418
15|FUI (.8% X 7000) $56.0/Man 1,008 1,568 1,512 1,400 1,400 1,400 1,400 1,400 1,344 896 896 672 14,896
16[{SUI (1% X 20,200) $20.2/Man 777 566 545 505 505 505 505 505 485 323 323 242 5787
17| Total Taxes 109,114 132,925 129362 [ 117305] 117516 1175530] 117502 ] 117,763 | 111,958 69,180 69,180 48,766 | 1,258101
18
19(Total Cost $ 800.67 /Empl 188,899 240,201 230,593 | 211,377 211377 211,377 211,377 211,377 201,769 | 124.905| 124,905 86,472 | 2,254,627
20|STD Insurance .033 x $400 3,247 3,960 3,802 3,485 3,485 3,485 3,485 3,485 3,326 2,059 2,059 1,426 37,303
21|Life Insurance 2x Sal x .00037 11,996 14,526 13,907 12,669 12,669 12,669 12,669 12,669 12,050 7,444 7,444 5,290 136,004
22]LTD Insurance Sal x 6 x. 021 17,022 20,611 19,733 17,977 17,977 17,977 17,977 17,977 17,098 10,562 10,562 7,507 192,979
23| Total Group Insurance 221,164 279,298 268035]| 245508 | 245508 | 245508 | 245508 | 245508 | 234244 144969 | 144,969 | 100,695 | 2,620,913
24]Pension Sal x 9% excl yr end bonus 126,269 151,982 147,880 | 133,875| 134123 134,139] 134107 | 134,414] 127,673 78,064 78,064 54,407 | 1,434,996
25|Workman's Comp. 0.14661 avg 197,410 247 579 240,896 | 218083 | 218487} 218513| 218460] 218960 207,980| 127,166 127,166 88,628 | 2,329,331
26| Total Fringe Benefits 544,844 678,860 656,811 [ 597,465] 598118 [ 598160 598075] 598,881 569,897 [ 350,199 350,199 243730 6385240 |
27
28/Incentive Pay 0.03642 non |  38740] 52,867 | 76985] 60776 ] 63535] 63714] 63353 66762] 61568 29143 29143 | 8748 | 615332 |
29
30 - - - - - - - - - - - - -
31{Severance pay end of mine (9 months) - - - - - 268,000 | 130,000 [ 446,828 844,828
32 SALARY SUMMARY:
33|Salaries & Part Time 1,378,243 | 1,656,823 | 1,587,123 | 1,447,723 | 1,447,723 | 1,447,723 | 1,447,723 | 1,447,723 | 1,378,023 | 1,427,234 | 989,234 | 1,063,598 | 16,418,890
34|Payroll Benefits 544,844 678,860 656,811 | 597,465 598,118 | 598,160 | 598,075 598,881 569,897 | 350,199 | 350,199 | 243,730 6,385,240
35| Payroll Taxes 109,114 132,925 129,362 | 117,305 117,516 | 117,530 | 117,502 | 117,763 111,958 69,180 69,180 48,766 | 1,258,101
36|Incentive Pay 38,740 52,867 76,985 60,776 63,535 63,714 63,353 66,762 61,568 29,143 29,143 8,748 615,332
37{ Total Salaries & Benefits 2,070,941 ] 2521474 ] 2,450,280 | 2,223269 | 2,226 891 | 2,227 127 | 2,226,653 | 2,231,129 | 2,121,446 | 1,575,756 | 1,437,756 | 1,364,842 | 24677,564

50




ANDALEX RESOURCES, INC. - TOWER DIVISION
LW Life of Mine at 5% Royalty
HOURLY LABOR COST - Minesite

o [ 2002 | 2003 [ 2004 | 2005 | 2006 | 2007 | 5008 | 2009 [ 2010 [ 2011 | 2012 | 2013 | TotalLOM |
Workday

1| Workdays Regular 251 250 250 250 250 250 250 250 250 250 250 250

2} Holidays 10 10 10 10 10 10 10 10 10 10 10 10

3| Extra paid days 3 3 3 3 3 3 3 3 3 3 3 3

4] Sub total 264 263 263 263 263 263 263 263 263 263 263 263

5| Workdays weekends 12 12 12 16 16 12 16 12 16 12 12 16

6| Total days paid 276 275 275 279 279 275 279 275 279 275 275 279

7

8 Wage rate: 0% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

9[Manpower - Underground 105 114 112 86 86 86 86 86 77 52 52 32

10 - Surface 2 2 2 2 2 2 2 2 2 2 2 2

11|Wage rate / Hr - Underground 21.35 21.35 21.35 21.35 2135 21.35 21.35 21.35 21.35 21.35 21.35 21.35

12|Wage rate / Hr, - Surface 20.35 20.35 20.35 20.35 2035 20.35 20.35 20.35 20.35 20.35 20.35 20.35

13{Shift Diff.Aftrn / hr 40.0% 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 020 0.20 0.20 0.20

14 Shift Diff. Grvyd / hr 9.0% 0.40 0.40 0.40 040 0.40 0.40 0.40 0.40 0.40 0.40 0.40 0.40

15|Weighted Average Daily Wage 17157 171.58 17158 171.54 171.54 171.54 171.54 171.54 171.52 171.42 171.42 171.23

16

17 [Total Days Paid Regular 264 263 263 263 263 263 263 263 263 263 263 263

18{Wage Rate / Day X 171.57 171.58 171.58 171.54 171.54 17154 171.54 171.54 171.52 171.42 171.42 171.23

19{ # Employees X 107 116 114 88 88 88 88 88 79 54 54 34

20|Wages Reg. + Paid Absence 4,582,766 | 5,234,662 | 5,144,333 | 3,970,057 | 3,970,057 | 3,970,057 | 3,970,057 | 3970057 | 3563577 | 2,434,465 | 2,434,465 | 1.531.176 | 44.775.732
21 :

22[Overtime rate 18.0% 18.0% 18.0% 18.0% 18.0% 18.0% 18.0% 18.0% 18.0% 18.0% 18.0% 18.0%

23|Overtime rate with Sat. work 225% 226% 226% 241% 24.1% 226% 24.1% 22.6% 24.1% 22.6% 226% 241%

24|Overtime cost X1.5 1,549,246 | 1,771,625 [ 1,741,054 | 1434202 | 1,434,202 | 1,343,630 | 1,434,202 | 1,343,630 | 1,287,359 | _ 823.923 823,923 563,145 | 15,540,141
25

26| Minus paid absence (336.463)[  (645,960)]  (634,817)] (489,948)] (489,948)] (480,948)] (489.948)[ (489.948)] (439,801)] _(300,504)] (300.504)] (189.066)] (5.296.852)]
27| Regular Wages 5795549 | 6,360,327 | 6,250,570 | 4,914,312 | 4,914,312 | 4823740 | 4914312 | 4823740 | 4,411,135 | 2,957,885 | 2,957,885 | 1.895.255 | 55.019.021 |
28 Other Pay:

29[Incentive Bonus 272745 360,738 548,515 | 382,021 399,360 | 400,490 | 398,221 419,646 374,145 196714 | 196,714 74,354 | 4023664
30|Vac./Sick Pay year end accrual 0

31|Vacation Pay 107,937 298 555 293,403 | 226429 | 226429 | 226429 | 226429 | 226429 | 203,246 138,848 | 138,848 87,329 | 2,400,311
32|Holiday Pay 174,558 198,128 194,712 150,304 150,304 | 150,304 | 150,304 ] 150,304 134,932 92,232 92,232 58,072 | 1,696,386
33(Sick Pay 53,968 149,277 146,702 113,215 113,215 113,215 113,215 113,215 101,623 69,424 69,424 43,665 | 1,200,155
34| Total Other 609,208 | 1,006,698 | 1,183,331 871,969 | 889,308 890,438 | 888169 | 909593 | 813946 | 4972181 497,218 263,420 | 9,320,516
35
36[Gross Wages | 6,404,757 | 7,367,025 ] 7,433,902 [ 5,786,280 | 5803619 | 5714,178 | 5802,480 | 5733,333 | 5,225,081 | 3,455.103 | 3.455103 | 2,158,675 | 64.339.537 |
37
38 Accrued Benefit Pay:
39[Holidays 10 Days 174,558 198,128 194,712 | 150,304 150,304 150304 150304 | 150,304 134,932 92,232 92,232 58,072 | 1,696,386
40|Vacation Pay 15 Days 259916 298,555 293403 | 226429 | 226429 | 226429 | 226429 | 226429 | 203246 | 138848 | 138,848 87,329 | 2,552,201
41{Sick Pay 6 Days 129,958 149 277 146,702 113,215 113,215 113215 113215| 113,215 101,623 69,424 69,424 43665 | 1,276,145
42{Incentive Pay 026358 /ton 279,058 360,738 548515 | 382,021 399360 | 400490 | 398,221 419646 |  374145| 196,714 | 196,714 74354 | 4029976
51
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ANDALEX RESOURCES, INC. - TOWER DIVISION
LW Life of Mine at 5% Royaity

HOURLY LABOR COST cont.
2002 | 2003 2004 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 [ TotalLOM |
Fringe Benefits: Rate:
FICA (Max 77,500) 0.0765 489,964 563,577 568,693 442,650 443,977 437,135 443,890 438,600 399,719 264,315 264,315 165,139 4,921,975
FUI (8% X 7000) $56/Man 3,895 6,496 6,384 4,928 4,928 4,928 4,928 4,928 4424 3,024 3,024 1,904 53,791
SUI (1% X 20,200) $20.2/Man 1,264 2,343 2,303 1,778 1,778 1,778 1,778 1,778 1,596 1,091 1,091 687 19,262
Total Taxes 495122 572,417 577,380 449,356 450,682 443,840 450,595 445,306 405,739 268,430 268,430 167,729 4,995,027
Group Insurance: $ 800.67 /Emp 930,259 | 1,114,533 1,095,317 845,508 845,508 845,508 845,508 845,508 759,035 518,834 518,834 326,673 9,491,023
STD Insurance .033 x 400 fEmp 15,998 18,374 18,058 13,939 13,939 13,939 13,939 13,939 12,514 8,554 8,554 5,386 157,133
Life Insurance 2x sal x .00037 39,792 45,707 44,918 34,665 34,665 34,665 34,665 34,665 31,116 21,258 21,258 13,371 390,745
LTD Insurance sal x .6 x.0210 56,461 64,854 63,735 49,187 49,187 49,187 49,187 49,187 44,151 30,163 30,163 18,972 554,435
Total Group Insurance 1,042,510 | 1,243 468 1,222,028 943,299 943,299 943,299 943,299 943,299 846,816 578,808 578,808 364,402 | 10,593,336
Pension Gross x 9% 576,428 663,032 669,051 520,765 522,326 514,276 522,223 516,000 470,257 310,959 310,959 194,281 5,790,558
Workman's Comp. 0.1756 1,124675 | 1,293,650 1,305,393 | 1,016,071} 1,019,116 | 1,003,410 | 1,018,916 | 1,006,773 917,524 606,716 606,716 379,063 | 11,298,023
Total Fringe Benefits 2,743614 | 3,200,150 | 3,196.472 | 2,480,135 ] 2,484,740 | 2,460985 | 2484438 | 2466072 | 2,234,598 | 1,496,483 | 1,496,483 937,746 | 27,681,917
One month
Contract Labor Empl. 8 8 0 0 0 0 0 0 o 0 0 0
Cost/Empl./day 255 0 0 0 o 0 0 0 0 o] 0 0
Work days 251 250 250 250 250 250 250 250 250 250 250 250
Contract Labor total cost 512,291 42,691 0 0 0 0 0 0 0 0 0 0 554,982
SUMMARY;
Wages 6,307,840 | 6,403,017 | 6,250,570 | 4,914,312 | 4,914,312 | 4,823,740 | 4,914,312 | 4,823,740 | 4,411,135 | 2,957,885 | 2,957,885 1,895,255 | 55,574,003
Payroll Taxes 495,122 572,417 577,380 449,356 450,682 443,840 450,595 445,306 405,738 268,430 268,430 167,729 4,995,027
Group Insurance 1,042,510 | 1,243,468 | 1,222,028 943,299 943,299 943,299 943,299 943,299 846,816 578,808 578,808 364,402 | 10,593,336
Welfare / Pension 576,428 663,032 669,051 520,765 522,326 514,276 522,223 616,000 470,257 310,959 310,959 194,281 5,790,558
Paid Absences 564,432 645,960 634,817 489,948 489,948 489,948 489,948 489,948 439,801 300,504 300,504 189,066 5,624,821
Incentive Bonus 279,058 360,738 548,515 382,021 399,360 400,490 398,221 419,646 374,145 196,714 196,714 74,354 4,029,976
Workman's Comp 1,124,675 | 1,293,650 1,305,393 | 1,016,071} 1,019,116 | 1,003,410 | 1,018,916 | 1,006,773 917,524 606,716 606,716 379,063 | 11,298,023
Total 10,390,066 | 11,182,283 | 11,207,754 | 8,715,772 | 8,739,042 | 8,619,002 | 8737514 | 8,644,711 | 7,865418 | 5220016 | 5220016 | 3,264,150 | 97,805,745
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