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Lease Issued
Bond Accepted

Pursuant to the June 8, 2006, Lease By Application Coal Sale, the bid of ANDALEX Resources, Inc., was
determined to be the acceptable high bid for the Kenilworth Tract. Satisfactory evidence of the
qualifications and holdings of the bidder has been reviewed and found to be acceptable.

ANDALEX Resources, Inc. has furnished to this office a satisfactory personal bond and Power of
Attomey in the Amount of $6,fi)0 which provides bond coverage for coal lease UtU-81893. Cash in the
amount of $6,000 in lieu of a surety bond has been submitted to this office. The personal bond and power
of attorney are accepted as of luly 27,2A06, the date of filing in this office. The cash deposit will be held
in our suspense account until either (1) this office is satisfied that there is no further requirement for the
bond, or (2) satisfactory replacement bond coverage is furnished.

First year's rental of $5,280 has been submitted by the bidder, and a check for $499.20 has been
submitted to cover the cost of advertising the sale. Four copies of the lease have been executed by the
bidder. Therefore, coal lease [-ITU-81893 is hereby issued effective August I,2006.
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Annual rental of $5,280 and a bonus bid payment of $563,200 are due by August l, 2007.

C6,*6.&LA/,_,o
Yames Kohler
Chief. Branch of
Solid Minerals

Enclosures:
l. Coal Lease UTU-81893

ANDALEX Resources, lnc., P.O. Box 1077, Price, Utah 84501
Price Coal Office (Attn: Steve Falk) (w/encl.)
MMS, Solid Minerals Staff (w/encl,)
Resource Development Coordinating Committee (w/encl,)
Mr. John Baza, Director, tlDOGM, Box 145801, SLC, tIT 84114-5801 (w/encl,)
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UNITED STATES

DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

COAL LEASE

Serial Number

UTU-8  1893

PART 1. LEASE RIGHTS GRANTED

This lease,.entered into by and between the I-JNIIED STATES OF AMERICA, hereinafter called lcssor, throu8h rbe Bureau oflad Maoag€tnent (BLM), and
(Name ond Address)  ANDALEX Resources ,  Inc .

45  Wes t  10000  Sou th ,  Su i t e  401
Sandy  U tah  84070

hereinaftet-called lessee, is effective @ate1 8..1 | / 0-6 , for a period.of 20years and for so long tbereafl.er as coal is produced in commercial
quantities from the leased laDds, subjeci lo readjustment of lease terms at the end of the 20th leasc yiar and each l0-year'period thereafter.

Sec. I . This lease is issued pursuant and subjcct !o the terms and provisions of the:

1@Mineral Lands Leasing Act of 1920, Act ofFebruary 25, 1920, as amended, 4l Stat.43?, 30 U.S.C. l8l-287, b€reinafter refenEd to as the Act;
nMinenlL€asing Act for Acquired Lands, Act of August 7, 1947, 6l Stat. 913, 30 U.S.C. 351-359;
and 1o tbc_regulations and formal orders of tbe Secretary of the Inierior which are now or hereaftcr in force, n hetr not inconsistetrt with the exDress
aod sp€crlrc prousrons helern.

Sec.,2. Lessor. inconsideration of any bonuses, renls, and royrlties ro bepaid, and the conditioos and covenants to b€ observed as hercin set forth,
hereby_ grants and leases to less-ee.the exclusive right and privilegc to drill for, mine, extacl, remove, orotherwise process and dispose ofthe coal
oepos[s rq. upon, or unoer tne lo owrng descnbed laNls:

T .  1 2  S . ,  R .  1 0  E . ,  S L M ,  U t a h
Sec .  26 ,  t t l  swl  ,  SEl  Swt  ,  sE l  ;
Sec .  27 ,  S l ;
Sec .  34 ,  S INEI  ,  NwtNE l  ,  Nh r t  ,  S l  ;
Sec .  35 ,  NE I  ,  s lNw l  ,  S l  .
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containinq I ,760.OGcres, more or les-s, iogether-wirh rhe right to conslruct such works, buildings, plants, stuctues, equipment Fd applianccs
ano me ngnt lo-us€ such on-lease nghts-ot-way whrch may b€ necessary and convenrent in the exercise ofthe righs and privileges granted, aubject to
the conditions herein orovided.

PART I I .  TERMS AND CONDIT IONS

Sec. l. (a) RENTAT. RATE - Lessee must pay lessor rental annuaily and
in advance for each acre or fract ion thereof durine the continuance of
the lease at the rate of $ 3 . 00 for eich lease year.
( b )  RENTAL  CREDITS  -  Ren ta l  w i l l  no t  be  c red i t ed  aga ins t  e i t he r
production or advance royalt ies for any year.

Sec. 2. (a) PRODUCTION ROYALTIES - The royalty wi l l  be 8 per-
cent of the value of the coal as set forth in the regulations. Royalties are
due to lessor the final day of the month succeeding the calendar month
in which the royalty obl igation accrues.

(b)  ADVANCE ROYALTIES -  Upon request  by the lessee,  the BLM
may  accep t ,  f o r  a . t o ta l  o f  no t  more  t han  lQyea rs ,  t he  paymen t .o f
advance r i rya l t ies  in  l ieu o f  cont inued operat i6n,  cons is t ;n f  w i th  the
regu la t i ons .  The  advance  roya l t y  w i l l  be  based  on  a  pe rcen t  o f  t he
v a l u e  o f  a  m i n i m u m  n u m b e r  o f  t o n s  d e t e r m i n e d  i i r  t h e  m a n n e r
establ ished by the advance royalty regulat ions in effect at the t ime the
lessee requests approval to pay advance royalt ies in l ieu of continued
operatlon.

Sec. 3. BONDS'Lepseg,lnpst maintain in the proper off ice a lease bond
in the amount of S o ruuu . The BLM may require an increase
in  th is  amount  when addi t iona l  coverage is  determined appropr ia te .

Sec.4. DILIGENCE - This lease is subiect to the condit ions of di l ieent
development and continued operation, except that these condit ions"are
excused when operations under the lease are internrpted by strikes, the
elem.ents, or casualties not attributable to the lessee. The iessor, in the
public interest, may suspend the condition of continued operation upon
payment  o f  advance roya l t ies  in  accordance wi th  the r -egula t ion i  in
existence at the time of the suspension. Lessee's failure to produce coal
i n  commerc ia l  quan t i t i es  a t  f he  end  o f  l 0  yea rs  w i l l  t e rm ina te  t he
lease. Lessee must submit an operation and ieclamation plan pursuant
to Section 7 of the Act not later than 3 years after lease issuance.
The lessor reserves the power to assent to or order the suspension of the
te rms  and  cond i t i ons  o f  t h i s  l ease  i n  acco rdance  w i f h .  i n te r  a l i a .
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 appl icat ion or at the direct idn of i l ie lessor, this
lease wil l  become al LI\ [ \J orparr of an LMU, subject to the provisions
set forth in the regulat ions.
The_stipulations established in an LMU approval in effect at the time of
LMU approval wi l l  supersede the relevhhr inconsistent terms of this
lease so long as the lease remains committed to the LMU. If the LMU of
which this lease is a part is dissolved, the iease wil l  then be subiect to

l*,1,T:; [Ti nuii 
wourd have been anntiilp$tgflffppueen

DIV. OF OIL, GAS & MINING

(Continued on pa_ee 2)
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Sec.  6 .  DOCUMENTS, EVIDENCE AND INSPECTION -  At  such t imes and
in  such form as lessor  may prescr ibe,  lessee must  furn ish deta i led
sta tements  showing the amounts  and qual i ty  o f  a l l  p roducts  removed
and sold from the lease, the proceeds therefrom, and the amount used
for production purposes or unavoidably lost.

!e_sge,e must  keep.open at  a l l  reasonable  t imes for  the inspect ion by
B  L  M  t h e  l e a s e d  f . r e m i s e _ s  a n d  a l l  s u r f a c e  a n d  u n d L r g r o u n d
i_ rp rovemen ts ,  wo rks ,  mach ine ry ,  o re  s tockp i l es ,  equ ipmen t ,  and
all  books,.accounts, maps, and records relat ive to operai ions, surveys,
o r  i nves t i ga t i ons  on  o r  unde r  t he  l eased  l ands .

Lessee must al low lessor access to and copying of documents reason-
ably necessary to verifo lessee compliance with terms and conditions of
the lease.

Whi le  th is  lease remains in  e f fec t ,  in format ion obta ined under  th is
section wil l  be closed to inspection by the public in accordance with
the Freedom of Information Act (5 U.S.C. 552).

S e c . 7 .  D A M A G E S  T O  P R O P E R T Y  A N D  C O N D U C T  O F  O P E R A T I O N S  -
Lessee must comply at its own expense with all reasonable orders of the
Secretary ,  respect ing d i l igent  operat ions,  prevent ion o f  waste,  and
protection of other resources.

Lessee must not conduct exploration operations, other than casual use,
without an approved explorat ion plan. Al l  explorat ion plans prior to
the commencement of mrnrng operatrons withln an approved mining
pe rm i t  a rea  mus t  be  submi t t ed  t o  t he  BLM

Lessee must  car ry  on a l l  operat ions in  accordance wi th  approved
methods a:rd practices as provided io the operating regulations','having
due regard for the prev.eniion of injury to life, hea-lth,-or property, ani
prevent ron of  waste,  damage or  degradat ion to  any land,  a i r ,  water ,
cu l tura l ,  b io l -og ica l ,  v isua l ,  and ot t rer  resources,  inc lud ing minera l
deposits and formations of mineral deposits not leased hereulnder, and
to  o the r  l and  uses  o r  use rs .  Lessee -  mus t  t ake  measu res  deemed
necessary by lessor to accomplish the intent of this lease term. Such
measures may include, but are not limited to, modification to proposed
sit ing or design of faci l i t ies, t iming of operations, and specif icat ion of
interim and final reclamation procedurei. Lessor reserves to itself the
right to lease, sell, or otherwise dispose of the surface or other rnineral
depos i ts  in  the lands and the r ig t r t  to  cont inue ex is t ing uses and to
author ize fu ture uses upon or  in  the leased lands,  inc lud ing issu ing
leases for  minera l  depos i ts  not  covered hereunder  and approv ing
easements or rights-of-way.- Lessor,must condition such uses io prevent
unnecessary or unreasonable interference with r ights of lessee as may
be  cons i s ten t  w i t h  concep ts  o f  mu l t i p l e  use  and  mu l t i p l e  m ine ra i
development.

Sec .  8 .  PR0TECTION OF  D IVERSE INTERESTS,  AND EQUAL  OppORTU-
NITY - Lessee must: pay when due all taxes legally assessed and levied
under the laws of the State or the United States; accord al l  employees
complete freedom of purchase; pay all wages at least twice each month
in  l aw fu l  mo .ney  o f  t he  Un i t ed  S ta ies ;  ma in ta in  a  sa fe  wo rk ing
environment in accordance with standard industry practices; restr ici
the workday to not more than 8 hours in any one day for underground
workers,. excapt in eme_rgencie-s; and take measures necessary to protect
the health and safety of the public. No person under the age of l6years
should be employed in any mine below the surface. To the exteni that
laws of  the s ta te  inwhich the lands are s i tuated are more rest r ic t ive
than the prov is ions in  th is  paragraph,  then the State  laws apply .

Lessee wil l  comply with al l  provisions of Executive Order No. I  l246 of
S e p t e m b e r  2 4 ,  1 9 6 5 ,  a s  a m e n d e d ,  a n d  t h e  r u l e s ,  r e g u l a t i o n s ,  a n d
relevant orders of the Secretary of Labor. Neither lessee nor lessee's
subcont ractors  should  mainta in  segregated fac i l i t ies .

S e c . 9 .  ( a )  T R A N S F E R S

[f riris lease may be frans.ferred ur r,vhole or in part to any person,
associat ion or corporation quali f ied to hold s-uch lease' interest.

f l  rbi. t  lease may be transferred in whole or in part to another
public body or io a person who will mine the coal 6n beharf oi and
for the use of, the public body or to a person who for the limited
purpose of creating a securiry interest-in favor of a lender agrees
to be obligated to hine the ioal on behalf of the public boiy.

fl fnis lease may only be transferred in whole or in part to another
smal l  bus iness qual i f ied under  l3  CFR l2 l .

Transfers  o f  record t i t le ,  work ing or  roya l ty  in terest  must  be
approved in accordance with the regulat ions.

(b)  RELINQUISHMENT -  The lessee may re l inqu ish in  wr i t ins  a t  anv
time all rights under this lease or any portion theieof as provide? m t[;
regu la t ions,  upqn lessor 's  acceptan ie  o f  the re l inqu ishment ,  ressee
w i l l  be  re l i eved  o  f  a l l  f u tu re  bb l i ga t i ons  unde r ' t he  l ease 'o r  t he
rel inquished port ion thereof, whichever is appl icable.

Sec .  10 .  DEL IVERY OF  PREMISES,  REMOVAL  OF  MACHINERY,  EQUIp -
MENT, ETC. - At such time as all portions of this lease are returned to
lessor,. lessee must.del iver up to lessorthe land leased, underground
timberin.g, and s.uch other sripports and structures necessary Tor the
preservation.of the mine worki-ngs on the leased premises ofdeposits
1q9.plaqq all workings in condit-ion for suspensibn or abandoni"rnt-
within t80 days thereof, lessee must remove hom the premises all other
structures, machinery, equipment, tools, and materials that it elects to
o r  a . s  requ i red  by  t he  BLM.  Any  such  s t ruc tu res ,  mach ine ry .
equ lpmeDt ,  t oo l s ,  and  ma te r i a l s  r ema in ing  on  t he  l eased  l andd
beyond l8 ,0 .days,  or  approved extens ion thereof ,  w i l l  become the
property of the lessor, but lessee may either remove any or al l  such
p rope r t y  o r  con t i nue  t o  be  l i ab le  f o r  t he  cos t  o f  r emova l  and
disposaL in-the.amount actually incurred by the lessor. If the surface is
owned b.y pir{ parties, lessor-will waive tle requirement for removal,
provided.the third parties {9 no! gFj,eqt to suctr waiver. Lessee must,
pnor to_the termination of bond l iabi l i ty or at any other t ime when
required tqd il accordance w-ith 1lJ applicable laws and regurarions,
reclaim all lands the surface of which has been disturbed, disiose of ali
debris or sol id waste, r.epafr the offsi te and onsite damage'caused by
lessee 's  act iv i ty  or  act iv i t ies  inc identa l  thereto ,  and red larm access
roads or trails.

sec.1l.  PR0CEEDINGS IN CASE oF DEFAULT - I f  lessee fai ls to comolv
with applicable laws, existing regulations, or the terms, conditions inh
strpulatrons of this lease, and the noncompliance continues for 30 days
after written notice thereof, this lease will'be subiect to cancellation 5v
the  l esso r -on l y  by jud i c i a l  p roceed ings .  Th i s  p rov i s i on  w i i l  no t  bL
const rued to  prev€nt  th .e  exerc ise b-y_ lessor  o f  any other  lega l  and
equ.itable r.qpedy, including waiver of the default. Any such retedy or
wa i ve r  w i l l  no t  p reven t  l a te r  cance l l a t i on  f o r  t he  same  de f i u l t
occurTrng at any other t ime.

sec.  12.  HEIRS AND succESSoRS-IN- INTEREST -  Each obt igat ion o f
this lease will extend to and be binding upon, and every benellt hereof
wi l l  inure to ,  the he i rs ,  executors ,  admin is t ra tors ,  successors ,  or
assigns of the respective part ies hereto.

Sec.l3. INDEMNIFICATION - Lessee must indemnifo and hold harmless
the united States from any and al l  claims arising out of the lesieel i
act ivi t ies and operations under this lease.

sec. 14. SPECIAL STATUTES - This lease is subject to the clean warer
Act.(33 U-.S C 1252et sgq..),. the Clean AirAcr (42 U.S.C. 4274 et seq.),
and.to al l  other appl icable laws pertaining ro explorat ion activi t i i i ,
rn lnrng operat rons an.d rec laml t ig ! .  inc lud ing the Sur face Min ing
Control and Reclamarion Acr of 1977 (30 U.S.e. l20l et seq.).

Sec. 15. SPECIALSTIPULATIONS

T h i s  c o a l  l e a s e  i s  s u b j e c t  t o  t e r m l _ n a t i o n
i s s u a n c e  t r r  b e  i n  n o n c o m p l i a n c e  w i t h  S e c t

L f .  t h e  l e s s e e  1 s  d e t e r m i n e d  a r  t h e  t i m e  o f
i o n  2 ( a ) 2 ( A )  o f  r h e  M i n e r a l  L e a s i n g  A c r .

SEE ATTACHED STIPULATIONS

(Continued on page 3) (Ft'rm 3400- i 2, page 2)



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

The Privacy Act of 1974 and the r€gulation in 43 CFR 2.48(d) providc that you be firDished with the following irformation io cormection with
informalion rcquired by this application.

AUTHORITY: 30 U.S.C. l8t-287 and 30 U.S.C. 351-359.

PRINCIPAL PURPOSEI BLM will rse the information yor provide to proces! your applicatioa and dctermine if you arc eligible to hold a lease or
BIJ\,| I-aid

ROUTII{E USES: BLM will only disclosc the information accoding to the rEgulatiom at 43 CFR 2.5d(d).

EFFECT oF NoT PROVIDING INFORMATION: Disclosing the iaformationr ir necessary b receive a benefit Not disclosing dE infoinqtidr rnay
result in BLMS rejectilgyour request for a leas€.

The Paperwork Reduction Act of 1995 r€quires us to inform you that:

This information is being collected to authorize ard evaluate proposed exploration and mi[ing operations on public lands.
Response to the provisions ofthis leasc form is mandatory for the types ofactivities specified.

BLM would like you to k[ow that you do not have to respond to this or any other Federal agency-sponsored information collection unless it
displays a currently valid OMB control number.

BURDEN HOURS STATEMENT

Public reporting burden fot this form.is cstimated_to average one hour per response including rhe time for reading the instructions and
provisions, and completing and reviewing the form. Direct comments regarding the bur-den estimate or anf other aspect ofthis
form to: U.S. Department ofthe Inlerior, Bureau of Land Managemerl ( i004-0073), Bureau Information eol lect ion Clearance

"ttt"". 
r-a-art), -C. 20240.

THE UNITED STATES OF AMERICA

A N D A L E X  R e s o u r c e s ,  f n c .

D o u g I a s (ff ̂ $lt['i t[ l?f& a'n,

(Tit le)

A-G zq tooe
'  (Da te )

\  I  ) . -'Jw\t L fr LoD(r
t  (Dut . )

Itll", 
18"_U;,S,:9_ s-._.tl9L 

l.99l: T*.:t-il ". 
*i.e for any petson knowingly and willtutty to make.to any depaftnenr or agency of rhe Unired starcs anyrar5e, I|ctlrous or lraudutent statements or representatlons as to any matter within its iurisdiclion.

(Form 340GI2, page 3)

By

(BLM)

(T i t le )



LEASE STIPULATIONS
Kenifworth LBA

l. In accordance with Sec. 523(b) of the "Surface Mining Control and Reclarnation Act of lg'77,"
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 susceptible
to mining.

2. Before undertaking activities that may disturb the surface of previously undisturbed leased lands,
the l-essee may be required to conduct a cultural resource inventory and a paleontological appraisal
of the areas to be disturbed. These studies shall be conducted by qualified professional cultural
resource specialists or qualified paleontologists, as appropriate, and a report prepared itemizing the
findings. A plan will then be subrnitted making recommendations for the protection of, or measures
to be taken to mitigate impacts for identified cultural or paleontological resources.

If cultural resources or paleontological remains (fossils) of significant scientific interest are
discovered during operations under this lease, the kssee prior to disfurbance shall immediately
bring them to the attention of the appropriate authorities. Paleontological remains of significant
scientific interest do not include leaves, ferns, or dinosaur tracks cornmonly encountered during
underground mining operations.

The cost of conducting the inventory, preparing reports, and carrying out rnitigating measures
shall be borne by the lrssee.

3. If there is reason to believe that Threatened or Endangered (T&E) species of plants or animals, or
rmgratory bird species of high Federal interest occur in the area, the Irssee shall be required to
conduct an intensive field inventory of the area to be disturbed and/or impacted. The inventory shall
be conducted by a qualified specialist and a report of findings will be prepared. A plan will be
prepared making recofiImendations for the protection of these species or action necessary to mitigate
the disturbance. The cost of conducting the inventory, preparing reports, and carrying out mitigating
measures shall be borne bv the Irssee.

4. The Irssee 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
are adequate for the intended purposes. The study shall be adequate to locate, quantify, and
demonstrate the interrelationship of the geology, topography, surface and groundwater hydrology,
vegetation and wildlife. Baseline data will be established so that future programs of observation can
be incorporated at regular intervals for companson.

5. Powerlines 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.



6. 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 surface,
underground and surface 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.

7- Except at locations specifically approved by the Authorized Officer, underground mining
operations shall be conducted in such a manner so as to prevent surface subsidence that would: (l)
cause the creation of hazardous conditions such as potential escarpment failure and landslides, (2)
cause damage to existing surfdce structures, or (3) damage or alter the flow of perennial streams.
The I-essee shall provide specific measures for the protection of escarpments, and determine
corrective measures to assure that hazardous conditions are nol created.

8. In order to avoid surface disturbance on ste€p canyon slopes and to preclude the need for surface
access, all surface breakouts for ventilation tunnels shall be constructed from inside the mine, except
at specifically approved locations.

9. If removal of timber is required for clearing of construction sites, etc., such timber shatl be
rcmoved in accordance with the regulations of the Authorized Officer.

10. In order to protect big game wintering areas, elk calving and deer fawning areas, sagegrouse
strutting areas, and other critical wildlife habitat and/or activities, specific surface uses outside the
mine development area may be curtailed during specific periods of the year.

11. support facilities, structurcs, equipment, and similar developments will 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 l0 of the lease form is applicable. Disturbed areas and those
areas previously occupied by such facilities will be stabilized and rehabilitated, drainages re-
established, and the areas retumed to a premining land use.

12. The lrssee at the conclusion of the mining operation, or at other times as surface disturbance
related to mining may occur, will replace all damaged, disturbed, or displaced corner monumen$
(section comers, quarter comers, etc.) their accessories and appendages (witness trees, bearing trees,
etc.), or restore them to their original condition and location, or at other locations that meet the
requirements of the rectangular surveying system. This work shall be conducted at the expense of
the [.essee, by the Bureau of Land Management (BLM) land surveyors to the standards and
guidelines found in the Manual of Survelng Instructions, U.S. Department of Interior.

13. The lrssee, at his expense, will be responsible to replace any surface and/or developed ground
water sources identified for protection that may be lost or adversely affected by mining operations,
with water from an altemate source in sufficient quantity and quality to maintain existing riparian
habitat, fishery habitat, livestock and wildlife use, or other land uses.



14. Notwithstanding the approval of a resource recovery and protection plan by the BIM, lessor
reserves the right to seek damages against the operator/lessee in the event (I) the operator/lessee fails
to achieve maximum economic recovery [as defined at 43 CFR 53480.0-5(21)] of the recoverable
coal reseryes or (ii) the operator/lessee is determined to haye caused a wasting of recoverable coal
reseryes. Damages shall be measured on the basis of the royalty that would have been payable on the
wasted or unrecovered coal.

The parties recognize that under an approved R2P2, conditions may require a modification by
the op€rator/lessee of that plan. In the event a coal bed or portion thereof is not to be mined or is
rendered unminable by the operation, the operator shall submit appropriatejustification to obtain
approval by the Ao to leave such reseryes unmined. upon approval by the Ao, such coal beds or
portions thereof shall not be subject to damages as described above. Further, nothing in this
section shall prevent the operator/lessee from exercising its right to relinquish all or a portion of
the lease as authorized by stalut€ and rcgulaiion.

In the event the AO deterrnines that the R2P2 modification will not attain MER resulting
from changed conditions, the AO will give proper notice to the operator/lessee as required under
applicable regulations. The AO will order a new R2P2 modification if necessary, identiflng
additional reserves to be mined in order to attain MER. Upon a final adm.inistrative or judicial
ruling upholding such an ordered modification, any reserves left unmined (wasted) under that
plan will be subject to damages as described in the first paragraph under this section.

Subject to the right to appeal hereinafter set forth, payment ofthe value ofthe myalty on such
unmined recoverable coal reserves shall become due and payable upon determination by the AO
that the coal reserves have been rendered unminable or at such time that the lessee has
demonstrated an unwillingness to extract the coal.

The BLM may enforce this provision either by issuing a written decision requiring payment
of the MMS demand for such royalties, or by issuing a notice of non-complianci. A decision or
notice of non-compliance issued by the lessor that payment is due under this stipulation is
appealable as allowed by law.

15. The lessee shall provide on a yearly basis and prior to lease relinquishment, certification to the
lessor that, based upon a complete search of all the operator's records for the mine and upon their
knowledge ofpast op€rations, there has been no hazardous substances per (40 cFR 302.4) or used
oil as per Utah State Management Rule R-315-15, deposited within the lease, either on the surface or
underground, or that all remedial action necessary has been taken to protect human health and the
environment with respect to any such substances remaining on the property. The back-up
documentation to be provided shall be described by the lessor prior to the first certification and shall
include all documentation applicable to the Emergency Planning and Community Righr-to-know Act
(EPCRA, Public Law 99499), Title Itr of the Superfund Amendments and Reauthorization Act of
1986 or equivalent.

16. The lessee./operator is responsible for compliance with reporting regarding toxic and hazardous
material and substances under Federal Law and all associated amendments and regulations for the



handling such materials on the lad surface and in underground mine workings.

The lessee/opetator must remove mine equipment and materials not needed for continued
operations, roof support and mine safety from underground workings prior to abandonment of
mine sections. Exceptions can be approved by the Auth onzed, Officer (BLM) in consultation
with the surface management agency. Creation of a situation that would prevent removal of such
material and by retreat or abandonment of mine sections without prior authorization would be
considered noncompliance with lease terms and conditions and subject to appropriate penalties
under the lease.

17. All safe and accessible areas shall be inspected prior to being sealed. The lessee shall notify the
Authorized Officer in writing 30 days prior to the sealing of any areas in the mine and state the
reason for closure. Prior to seals being put into place, the lessee shall inspect the area and document
anv equipment/machinery, hazardoussubstan€€s.and use*oil-that is to be left underground-

The Authorized Officer may participate in this inspection. The purpose of this inspection
will be: (l) to provide documentation for compliance with 42 U.S.C. 9620 section 120(h) and
State Management Rule R-315-15, and to assure that certification will be meaningful at the time
of lease relinquishment, (2) to document the inspection with a mine map showing location of
equipment/machinery (model, type of fluid, amount remaining, batteries etc.) that is proposed to
be left underground- In addition, these items will be photographed at the lessee's expense and
shall be submitted to the Authorized Officer as part of the certification. The abandonment of any
equipment/machinery shall be on a case by case basis and shall not be accomplished unless the
Authorized Officer has granted a written approval. Any on-site disposal of non-coal waste must
comply with 30 CFR $ 817.89 and must be approved by the regulatory authorityresponsible for
the enforcement of the Surface Mrning Control andReclarnation Act (30 U.S.C. lZO1 et seq.).


