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&
WEST RIDGE
® ‘RESOU RCES, INC. ek cadl e o L e v BN

Utah Division of Oil, Gas & Mining May 14, 2009
Utah Coal Program

1594 West North Temple, Suite 1210

P.O.Box 145801

Salt Lake City, UT 84114-5801

Attn: Daron Haddock
Permit Supervisor

Re:  West Ridge Mine C/007/041
Permit Change to Include Lease Modification UTU-78562

Dear Mr. Haddock:

Recently the BLM approved a modification to federal lease UTU-78562, wherein the size of the

. lease acreage was increased by 602.91 acres. Enclosed are six (6) copies of the change to the
West Ridge Mining and Reclamation Plan to include mining within this new lease modification
area. Please note that all mining within this area will be underground, at depths of 2500’ - 3000
There will be no surface activities on this lease mod area.

Under our current projections we will need to be mining in this new area in October, 2009. We
therefore request a timely review of this plan change. A map is attached to this cover letter

showing the additional area to be added to the permit.

If you have questions or comments please contact me at (435) 888-4017.

Resident Agent

T

ECEIVED
MAY 1 4 2009

DIV. OF OIL, GAS & MINING
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APPLICATION FOR PERMIT PROCESSING

New Permit O

Renewal O Transfer O " Exploration O |-Bond Release O

Permit Number:

||| Permit Change O

itle of Proposal:

Change in Mining & Reclamation Plan showing underground

C/007/041
Mine: WEST RIDGE MINE

mine plan for federal lease modification UTU-78562 :Dermittee: WEST RIDGE Resources,
nc.
Description, include reason for application and timing required to implement..
Instructions: if you answer yes to any of the first 8 questions (gray), submit the application to the Salt Lake Office. Otherwise, you may submit it to your reclamation specialist.
O Yes MNU 1. Change in the size of the Permit Area? acres Disturbed Area? acres O increase O decrease.
aYes | bfo 2. Is the application submitted as a result of a Division Order?
oYes | No 3. Does application include operations outside a previously identified Cumulative Hydrologic Impact Area?
O Yes ﬂ"'t;lo 4. Does application include operations in hydrologic basins other than as currently approved?
O Yes ‘E’No 5. Does application result from cancellation, reduction or increase of insurance or reclamation bond?
o Yes | &No 6. Does the application require or include public notice/publication?
Ef‘;es o No 7. Does the application require or include ownership, control, right-of-entry, or compliance information?
O Yes ;:I”l:do 8. Is proposed activity within 100 feet of a public road or cemetery or 300 feet of an occupied dwelling?
oYes | ¥ No 9. Is the application submitted as a result of a Violation?
OYes | Y No 10. Is the application submitted as a result of other laws or regulations or policies? Explain:
. Yes | @No | 11.Does the application affect the surface landowner or change the post mining land use?
i &@VYes | oNo | 12. Does the application require or include underground design or mine sequence and timing?
oYes | @No | 13. Does the application require or include collection and reporting of any baseline information?
oYes |eNo | 14.Could the application have any effect on wildlife or vegetation outside the current disturbed area?
oYes | #No | 15. Does application require or include soil removal, storage or placement?
OYes | #No 16. Does the application require or include vegetation monitoring, removal or revegetation activities?
aYes [wNo | 17. Does the application require or include construction, modification, or removal of surface facilities?
oYes | &No 18. Does the application require or include water monitoring, sediment or drainage control measures?
#Yes | oNo | 19. Does the application require or include certified designs, maps, or calculations?
OYes | @No | 20. Does the application require or include subsidence control or monitoring?
oOYes | #No | 21. Have reclamation costs for bonding been provided for?
o Yes #No | 22. Does application involve a perennial stream, a stream buffer zone or discharges to a stream?
O Yes ﬂ‘ﬁo 23. Does the application affect permits issued by other agencies or permits issued to other entities?

O Attach _3_ complete copies oftheiappllcatlon 7~ ’,'

application is true and correct 1o the best of my information and belief in all respects with the laws of Utah in

7
| hereby certify that | am a respun{ble ofﬂciai nf the applicant a {:I that the mformaﬂon contained in this
reference to commitments, undertakj

igs, and obligations, hereln {R645 301-123) ;
E_L, 4le. 1/9/08
ed - Name Position - iy

Notary Publlc
LINDA KERNS
345 N. 700 E,
Price, UT 84501

RECRIVED™Y°
© MAY 14 2009
'DIV.OF OIL, GAS & MINING

My Commission Expired
April, 6, 2009

ASSIGNED TRACKING NUMBER

State of Utah




Form DOGM - C2 (Last Revised 6/93) - _F@drg_;#:
Application for Permit Processing COPY
i A Detailed Schedule of Changes to the MRP
. Title of Application: o _ . Permit Number: C/007/041
: Change in Mining & Reclamation Plan showing underground
mine plan for federal lease modification UTU-78562 Mine: WEST RIDGE MINE
Permittee: WEST RIDGE RESOURCES
Provide a detailed listing of all changes to the mining and reclamation plan which will be required as a result of this proposed
permit application. Individually list all maps and drawings which are to be added, replaced, or removed from the plan.
Include changes of the table of contents, section of the plan, pages, or other information as needed to specifically locate,
identify and revise the existing mining and reclamation plan. Include page, section and drawing numbers as part of the description.
DESCRIPTION OF MAP, TEXT, OR MATERIALS TO BE CHANGED
oADD | MREPLACE | OREMOVE | Clhepter t taxt @ all
OADD | OREPLACE | O REMOVE .
DADD | MREPLACE | OREMOVE | Cheapgder |0 Aspewohx 1—4
OADD | O REPLACE | O REMOVE : =
OADD | O REPLACE | WREMOVE | Clewpy~- | + A A woliy 1= 9
O ADD | OREPLACE | S{REMOVE ' ',x T B k. |
O ADD | O REPLACE )’XREMOVE A ;;’ wuelt y | =&
DOADD | OREPLACE | O REMOVE (-“n.est hau e ”L,ee\« e s oo ST
OADD | OREPLACE | O REMOVE Assecdiy | =<4 }
. JADD | OREPLACE | O REMOVE 2
oaDD | WRepiacE | DREMOVE | Chapder S Nas S-5 aud $-7
OADD | OREPLACE | O REMOVE ' i
oAb |'WRePLACE | OREMOVE | Naap s © 10 ; !-—l). 2=-1, 3t 2-4 A,
OADD | OREPLACE | O REMOVE ; 3-4&; 2-4C g 3-4!3) 4 =1 4
OADD | OREPLACE | O REMOVE 4-2, -2, S-3, S-49A4,
OADD | OREPLACE | O REMOVE _5'-4/3’. ._5-7). @-I}. é'Z,. 6-3
OADD | DREPLACE | O REMOVE Z7-2 - 5} 7—4:
O ADD | OREPLACE | 0O REMOVE i
XYaop | orepiace | o remove C,ow[: cr/@ux“t - ( “z,a cnddar
OADD | OREPLACE | O REMOVE q\ 2008 vreatvr Susrvey
O ADD | OREPLACE | O REMOVE L,j_‘) Cless | éwl "(wm,( gu},u«4
D ADD | OREPLACE | O REMOVE in
O ADD | OREPLACE | O REMOVE
Any other specific or special instructions required for insertion of this proposal into the Mining and Reclamation Pla ! RE CE‘VED ‘;
MAY 14 2009 °

DIV. OF OlL, GAS & MINING
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R645-301-100 PERMIT APPLICATION REQUIREMENTS: GENERAL CONTENTS

SCOPE

The objective of this chapter is to set forth all relevant information concerning ownership and control
of WEST RIDGE Resources, Inc., the ownership and control of the property to be affected by mining
activities and all other information and documentation required under Part UMC.

R645-301-112

112.100

112.200

112.220

112.230

IDENTIFICATION OF INTERESTS

WEST RIDGE Resources, Inc. is a corporation organized and existing under the laws
of Utah and qualified to do business in Utah.

The applicant, WEST RIDGE Resources, Inc. will also be the operator.

WEST RIDGE Resources, Inc.
P.O. Box 910

East Carbon, Utah 84520
(435) 888-4000

Bruce Hill - President

Employer Identification Number: 87-0585129

The resident agent of the applicant, WEST RIDGE Resources, Inc., is:

Dave Shaver

WEST RIDGE Resources, Inc.
P.0. Box 910

East Carbon, Utah 84520

(435) 888-4000

WEST RIDGE Resources, Inc. will pay the abandoned mine land reclamation fee.

1-1



112.300 Ownership and Control - See Appendix 1-7

WEST RIDGE Resources, Inc. is the permittee and operator of the WEST RIDGE Mine. WEST
RIDGE Resources, Inc. is a wholly owned subsidiary of ANDALEX Resources, Inc.. WEST
RIDGE Resources, Inc. is a Utah corporation licensed to do business in the State of Utah. WEST
RIDGE Resources, Inc. is the operating agent for the WEST RIDGE PROJECT. ANDALEX
Resources, Inc. and the Intermountain Power Agency (LP.A.) are tenants in common (co-owners) of
the WEST RIDGE PROJECT, each having an undivided 50% ownership interest in the PROJECT.
ANDALEX Resources, Inc. is a Delaware corporation and Intermountain Power Agency is a political
subdivision of the State of Utah. All leases associated with the WEST RIDGE Mine are owned
jointly (undivided 50% ownership) by ANDALEX Resources, Inc. and Intermountain Power
Agency. ANDALEX Resources, Inc, is a wholly owned subsidiary of UtahAmerican Energy Inc.,
which in turn is a wholly owned subsidiary of Murray Energy Corporation.

112.340 See Appendix 1-5
112.350 See Appendix 1-5
112.410 See Appendix 1-5
112.420 See Appendix 1-7

112.500 Surface Owners:

Bureau of Land Management
Utah State Office

136 East South Temple

Salt Lake City, Utah 84111

Glen Wells
700 West U.S. Hwy 6
Price, Utah 84501

Penta Creek, LLC
140 S. Newton
Albert Lea, MN 56007

Dave Hinkins

155 West 100 South
Orangeville, Utah 84537

1-2



School and Institutional Trust
Lands Administration

355 West North Temple, Suite 400
Salt Lake City, Utah 84180-1204

Matt Rauhala
1236 East Main
Price, Utah 84501

Subsurface Owners:

Bureau of Land Management
Utah State Office

136 East South Temple

Salt Lake City, Utah 84111

Penta Creek, LLC
140 S. Newton
Albert Lea, MN 56007

School and Institutional Trust
Lands Administration

355 West North Temple, Suite 400
Salt Lake City, Utah 84180-1204

WEST RIDGE Resources, Inc. is the holder of record for federal lease SL-
068754 and UTU 78562 (see Table 1-1), state lease ML 47711 and ML 49287
(see Table 1-2A) and the Penta Creek Fee lease (see Table 1-2B).

Proof of lease assignment for all leases (Federal leases SL-068754 and UTU
78562, and State leases ML 47711 and ML 49287), and the Penta Creek fee
lease can be found in Appendix 1-4.

112.600 Contiguous surface owners:

Bureau of Land Management
Utah State Office

136 East South Temple

Salt Lake City, Utah 84111

Dave Hinkins

155 West 100 South
Orangeville, Utah 84537
Glen Wells

700 West U.S. Hwy 6
Price, Utah 84501

1-3



112.700

112.800

112.900

Penta Creek, LLC
140 S. Newton
Albert Lea, MN 56007

School and Institutional Trust
Lands Administration

355 West North Temple, Suite 400
Salt Lake City, Utah 84180-1204

Contiguous subsurface owners:

School and Institutional Trust
Lands Administration

355 West North Temple, Suite 400
Salt Lake City, Utah 84180-1204

Penta Creek, LLC
140 S. Newton
Albert Lea, MN 56007

Dave Hinkins
155 West 100 South
Orangeville, Utah 84537

Bureau of Land Management
Utah State Office

136 East South Temple

Salt Lake City, Utah 84111

See Appendix 1-5

There are no pending interests or bids existing on lands contiguous to the present
leased area.

After WEST RIDGE Resources, Inc. is notified that the application is approved, but
before the permit is issued, WEST RIDGE Resources, Inc. will update, correct or
indicate that no change has occurred in the information previously submitted under
R645-301-112.100 through R645-301-112.800.



R645-301-113 VIOLATION INFORMATION

113.100 The applicant or any subsidiary, affiliate or persons controlled by or under common
control with the applicant has not had a federal or state permit to conduct coal mining
and reclamation operations suspended or revoked in the five years preceding the date
of submission of the application.

113.120 The applicant etc. has not forfeited any performance bond or similar security

113.200 Not applicable

113.300 A listing of violations received by the applicant in connection with any coal mining
and reclamation operation during the three year period preceding the application date
is provided in Appendix 1-2. MSHA numbers for the operations can be found in
Appendix 1-5. There have been no unabated violations or cessation orders issued to
any affiliated companies during the previous three years.

113.400 After WEST RIDGE Resources, Inc. is notified that the application is approved, but
before the permit is issued, WEST RIDGE Resources, Inc. will update, correct or

indicate that no change has occurred in the information previously submitted under
R645-301-113.

R645-301-114 RIGHT OF ENTRY INFORMATION

114.100 WEST RIDGE Resources, Inc., currently holds 4,899.92 acres of federal coal
(2,650.67 acres leased under SL-068754 and 2249.25 acres leased under UTU 78562)
in the Book Cliffs coal field (refer to Maps 1-0 and 5-3). A complete legal
description of all Federal leases held by WEST RIDGE is found in Table 1-1. WEST
RIDGE currently holds 1682.34 acres of state coal (801.24 acres under ML 47711 and
881.10 under ML 49287. A complete legal description of all State leases held by
WEST RIDGE is found in Table 1-2. WEST RIDGE also holds a 382.08 acre lease
on contiguous private (fee) coal lands located along the eastern side of the mineable
reserve. A complete legal description of this fee lease is found in Table 1-3. None of
these leases are the subject of any pending litigation. Proof of lease assignment for
all leases can be found in Appendix 1-4.

WEST RIDGE Resources, Inc. bases its legal right to enter and conduct mining
activities in the permit area pursuant to the language contained in the Federal Coal

Lease, Part I Lease Rights Granted which reads as follows:

"That the lessor, in consideration of the rents and royalties to be paid and the
covenants to be observed as hereinafier set forth, does hereby grant and lease to the

1-5



lessee the exclusive right and privilege to mine and dispose of all the coal in, upon, or
under the following described tracts of land, situated in the State of Utah... together
with the right to construct all such works, buildings, plants, structures and appliances
as may be necessary and convenient for the mining and preparation of the coal for
market, the manufacture of coke or other products of coal, the housing and welfare of
employees, and subject to the conditions herein provided, to use so much of the
surface as may reasonably be required in the exercise of the rights and privileges
herein granted."

In addition to the coal leases, WEST RIDGE also holds several surface use permits as
part of the operation, including:

1) SITLA Special Use Lease Agreement No. 1163. The substitute topsoil borrow

area, which is also included within the permit area, is located on lands administered
by the Utah School and Institutional Trust Lands Administration (SITLA). This area
is located within the SE1/4 of section 16, T 14 S, R 13 E. SITLA has issued a long
term special use permit to WEST RIDGE Resources, Inc. which provides full
assurance that the topsoil resource in this area will be available for (and, indeed
dedicated to) final reclamation of the West Ridge minesite if needed. This area is not
contiguous with the main coal leasehold. (See Appendix 1-10 for details)

2) BIM Right-of-Way UTU-77120 This right-of-way authorizes the installation
and operation of a pumping station used to facilitate the delivery of culinary water to
the West Ridge Mine. This area is not contiguous with the main coal leasehold. (See
Appendix 1-12 for details)

The permit area consists of the following areas:

1) all of federal coal leases SL-068754-U-01215 (2,650.67 acres)

2) all of federal coal lease UTU 78562 (2,249.25 acres),

3) all of state coal leases ML-47711 (801.24 acres)

4) all of state coal lease MI.-49287 (881.10 acres)

5) most of the Penta Creek fee coal lease (124.92 acres)

6) SITLA surface lease 1163, for topsoil borrow area (9.6 acres).

7) BLM right-of-way UTU-77120, for pumping station (0.23 acres)

8) Carbon County authorization, road security gate (0.79 acres). See Appendix 1-13.

The total permit area is 6,717.80 acres. Refer to Map 1-1 for the permit area location.
Refer to Table 1-4 for the legal description of the permit area by composite leasehold,
and Table1-5 for the legal description of the permit area in total area. Table 1-6
describes the surface ownership of the permit area.

Disturbed area within the permit area (total of 30.39 acres) consists of the following;

1-6



114.200

1)
2)
3)
4

Minesite surface facilities 29.82 acres

Pumping station 0.23 acres
GVH installation 0.24 acres
GVH topsoil storage 0.1 acres

See Table 1-7 for complete legal description of disturbed areas.

Not applicable, the fee lease mineral estate is not severed from the surface estate.



TABLE 1-1
FEDERAL LEASE and R.O.W. PROPERTIES

PARCEL ACREAGE LEGAL DESCRIPTION
1) FEDERAL COAL LEASE SL-068754 2,650.67 T14S,R13E
(SL-068754-U-01215)

Section 10: NE, E2NW, N2SE, SESE
Section 11: All
Section 12: S28W, NWSW
Section 13: S2, NW, S2NE, NWNE
Section 14: E2, N2NW, SENW
Section 15: NENE
Section 24: N2, N2SE, NESW

2) FEDERAL COAL LEASE UTU-78562 2,249.25 T13S,RI3E
Section 34: NESE, S2SE
Section 35: All

. T14S,R13E

Section 1: All
Section 12: Lots 1 thru4, S2N2, NESW, SE
Section 13: NENE
T14S,R14E
Section 6: Lot 6, NESW
Section 7: Lots 3 and 4
Section 18: Lot 1, E2NW

3) PUMPING STATION 0.23 TI14S,R13E

(BLM R.O.W. UTU-7712)

Section 21: NENE (0.23 acres thereof,

containing pumping station)

TOTAL FEDERAL 4900.15

% ¥




TABLE 1-2
STATE (SITLA) LEASE and SPECIAL USE PROPERTIES

PARCEL ACREAGE  LEGAL DESCRIPTION
1) STATE LEASE ML 47711 801.24 T14S,R13E
Section 2: Lots 1 thrud4, S2N2, S2
(ie. AlD)
TI3S,R13E
Section 36: SwW
2) STATE COAL LEASE ML 49287 881.10 T14S,R13E
Section 3: Lots 1,2,3, S2N2, S2
Section 10: W2NW, SW, SWSE

3) STATE SURFACE LEASE
SPECIAL USE PERMIT 9.6 T14S,R 13

(Agreement #1163)
Section. 16: E2NESE (9.6 acres thereof,
containing substitute topsil area)

TOTAL STATE 1691.94

1-9



TABLE 1-3

FEE LEASE PROPERTIES
(PENTA CREEK)
PARCEL ACREAGE LEGAL DESCRIPTION
1) PENTA CREEK FEE LEASE 382.08 T14S,R14E
Section 6: Lot7, SESW
Section 7*: Lots 1 and 2, NENW, E2SW, SWSE
Section 18: Lots 2 and 3, NWNE

*Less and excepting from the portion of the above legal subdivisions in Section 7, those lands under and
around Grassy Trail Dam and Reservoir owned by East Carbon City and Sunnyside City, such lands being
more accurately described in Appendix 1-15.

TOTAL FEE LEASES: 382.08

1-10



TABLE 1-4
LEGAL DESCRIPTION OF PERMIT AREA
(BY LEASEHOLD)

PARCEL _ ACREAGE LEGAL DESCRIPTION

1) FEDERAL LEASE SL-068754 2,650.67 T14S,R13E

(SL-068754-U-01215)

Section 10: NE, E2NW, N2SE, SESE
Section 11: All

Section 12: S2SW, NWSW

Section 13: S2, NW, S2NE, NWNE
Section 14: E2, N2NW, SENW
Section 15: NENE

Section 24: N2, N2SE, NESW

2) FEDERAL LEASE UTU-78562 2249.25 T13S,RI13 E

Section 34: NESE, S2SE
Section 35: All
Ti4S,R13E
Section 1: All
Section 12: Lots 1 thru4, S2N2, NESW, SE
Section 13: NENE
T14S,RI14E
Section 6: Lot 6, NESW
Section 7: Lots 3 and 4
Section 18: Lot1l, E2NW
3) STATE LEASE ML 47711 801.24 T14S,R13E
Section 2: Lots 1 thru4, S2N2, S2
TI13S,R13E
Section 36: Sw



4) STATE LEASE ML 49287

5) PENTA CREEK FEE LEASE

6) PUMPING STATION
(BLM R.O.W. UTU-7712)

7) TOPSOIL SALVAGE AREA
(SITLA special use agreement #1163)

8) SECURITY GATE
(Carbon County authorization)

TOTAL PERMIT AREA

TABLE 1-4 (continued)

881.10

124.92

0.23

0.79

T14S,R13E
Section 3:

Section 10:

TI14S,R14E
Section 7*:

Section 18:

T14S,R13E

Section 21

T14S,R13E

Section 16:

T14S,R13E

Section 15:

Lots 1,2and 3, S2N2, S2

W2NW, SW, SWSE

SESW, SWNESW

Lots 2 and 3

NESENE (0.23 acres thereof, containing
pumping station)

E2NESE (9.6 acres thereof, containing
substitute topsoil area)

NWSENE (0.79 acres thereof, containing
security gate)

*Less and excepting from the portion of the above legal subdivisions in Section 7, those lands under and around Grassy
Trail Dam and Reservoir owned by East Carbon City and Sunnyside City, such lands being more accurately described in

Appendix 1-15.

1-12




T13S, R13E

T14S,R13E

T14S, R14E

TABLE 1-5

LEGAL DESCRIPTION OF PERMIT AREA

Section 34
Section 35
Section 36

Section 1

Section 2

Section 3

Section 10
Section 11
Section 12
Section 13
Section 14
Section 15
Section 16
Section 21
Section 24

Section 6
Section 7
Section 18

(TOTAL AREA)

NESE, S2SE
All
SW

All

All

Lots 1,2 and 3, S2N2, S2

All

All

All

All

E2, N2NW, SENW

NENE, NWSENE (part thereof, containing security gate)
E2NESE (part thereof, containing substitute topsoil area)
NESENE (part thereof, containing pumping station)

N2, N2SE, NESW

Lot 6, NESW
Lots 3 and 4, SESW, SWNESW
Lots 1, 2 and 3, E2NW

TOTAL PERMIT AREA = 6717.80 acres.
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TABLE 1-6

SURFACE OWNERSHIP OF PERMIT AREA

T(S)/R(E) Section BLM Penta Hinkins Wells Rauhala SITLA Total
Creek
13/13 34 120 120
13/13 35 40 - 448.91 151.09 - - 640
13/13 36 - 160 - - - - 160
14/13 1 283.75 328.68 - - 39.92 - 652.35
14/13 2 - 641.24 - - - - 641.24
14/13 3 - - - 80.66 - 520.44 601.10
14/13 10 360 - - - - 280 640
14/13 11 650.87 - - - - - 650.87
14/13 12 - 648.96 - - - - 648.96
14/13 13 640 - - B - - 640
14/13 14 440 - - - - - 440
14/13 15 40.79 - - - - - 40.79
14/13 16 - = = - - 9.6 9.6
14/13 21 0.23 - - B - - 0.23
14/13 24 440 - - - - - 440
14/14 6 76.41 - - - - - 76.41
14/14 7 74.08 50.00 - - - = 124.08
14/14 18 117.25 74.92 - - - - 192.17
3163.38 1903.80 448.91 351.75 39.92 810.04 6717.80
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TABLE 1-7
DISTURBED AREA WITHIN PERMIT AREA

1) Minesite surface facilities: portions of the following, totaling 29.82 acres (all BLM)
T14S, R13E Section 10  SESESE
NESESE

T14S, R13E Section 11 SWNESW
NWSESW
NESWSW
NWSWSW
SWSWSW
SESWSW

T14S, R13E Section 15  NENENE
NWNENE
SWNENE
SENENE
NWSENE

2) Pumphouse: portion thereof of the following, containing 0.23 acres (all BLM)
T14S, R13E Section21  NESENE

3) Gob gas vent hole (GVH) installation: portion thereof of the following, containing 0.24 acres (all
SITLA)

T14S, R13E Section 3 NESWSE

3) Gob gas vent hole (GVH) topsoil pile: portion thereof of the following, containing 0.1 acres (all
SITLA)

T14S, R13E Section 10 SENWNW

TOTAL DISTURBED AREA = 30.39 acres
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R645-301-115 STATUS OF UNSUITABILITY CLAIMS

115.100 The proposed permit area is not within an area designated as unsuitable for mining.
WEST RIDGE Resources, Inc. is not aware of any petitions currently in progress to
designate the area as unsuitable for coal mining and reclamation activities.

The area in which the proposed facility will be located has been evaluated within area
management plans. It has not been found unsuitable for mining activities under any
categories of examination.

115.200 Not applicable.

115.300 WEST RIDGE Resources, Inc. will not be conducting mining operations within 100
feet of an occupied dwelling. WEST RIDGE Resources, Inc. has received permission
from Carbon County to construct facilities and operate coal mining activities within
100 feet of a public road. Refer to the letter from Carbon County in Appendix 1-8.

R645-301-116 PERMIT TERM

116.100 The anticipated starting and termination dates of the coal mining and reclamation
operation are as follows:

Begin Complete

Construction of Mining Pad, Apr. 1999 Dec. 1999

Mining Support Structures,

and Portals
Begin Mining Jan. 2000
Terminate Mining Dec. 2017*
Remove Facilities Jan. 2018*  June 2018*
Regrade Area July 2018*  Sept. 2018*
Revegetate Site Oct. 2018*  Nov. 2018*

*This assumes mine life extended through acquisition of adjacent state and federal
coal reserves.

116.200 The initial permit application will be for a five year term with successive five year
permit renewals.
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R645-301-117 INSURANCE, PROOF OF PUBLICATION AND FACILITIES OR
STRUCTURES USED IN COMMON

117.100 The Certificate of Liability Insurance is included as Attachment 1-1 in Appendix 1-1.

117.200 A copy of the newspaper advertisement of the application for a permit and proof of
publication are included as Attachment 1-2 and 1-3 respectively, in Appendix 1-1. A
copy of the newspaper advertisement for the Whitmore lease revision is included as
Attachment 1-3 in Appendix 1-1.

117.300 Not applicable.

R645-301-118 FILING FEE

Verification of filing fee payment is included as Attachment 1-4 in Appendix 1-1.

R645-301-123 NOTARIZED STATEMENT

A notarized statement attesting to the accuracy of the information submitted can be
referenced as Attachment 1-5 in Appendix 1-1.

R645-301-130 REPORTING OF TECHNICAL DATA

Technical reports prepared by consultants specifically for WEST RIDGE Resources,
Inc. are typically presented in an appendix format and, in general, provide the name
and address of the person or company (consultant) preparing the report, the name of
the report, the date of collection and analysis of the data, and descriptions of the
methodology used to collect and analyze the data. The body of the report usually will
provide the date the actual field work was conducted and a description of the
methodology used to collect and analyze the data. The format of each report may vary
depending on the contents of the report and organization preparing it.

For laboratory analyses, such as Appendix 7-2 and 7-3, the company performing the
analyses as well as the date of the analyses, is presented on the laboratory report rather
than the cover page.

A list of consultants and their appended reports is contained in Appendix 1-6,
Consultation and Coordination. Sources used in the preparation of the permit
application are referenced in Appendix 1-3. References in all chapters are keyed to
this main reference list.
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R645-301-142

MAPS AND PLANS

Mining and exploration activities had been conducted in the currently proposed
disturbed area prior to August 3, 1977. A road existed into C Canyon in 1952 when
drill hole B-6 was drilled in the right fork. A road was also constructed up the left
fork of C Canyon to a drill hole site during the same year. In addition to the drill
holes, the coal outcrop in the left fork of C Canyon was exposed for sampling
purposes. A small pad was built at the outcrop location and it was left in place as were
the roads.

In 1986, another drill hole, 86-2, was drilled west of the first drill hole in the right fork.
A minor amount of road work was done in conjunction with this second drill hole.
Kaiser Coal Company obtained permission from the BLM to grade the existing road
and make it passable for the drill rig. The drill hole site was reclaimed but the road, a
public road, was left in place.

Through use of aerial photography and site evaluations, it is possible to document
previous mining related disturbances in C Canyon. Refer to Map 5-1 for delineation of
the disturbance prior to August 3, 1977.

The total of all the previously disturbed areas within the minesite disturbed area is
estimated to be as follows:

roads in right and left forks = 1.27 acres
road culvert = .05 acres
water monitoring well = .05 acres
material storage pad = .05 acres

1.62 acres

WEST RIDGE Resources, Inc. is proposing to utilize the entire previously disturbed
area in their current proposal and to reclaim it upon cessation of mining operations.

In the 1950's a road was constructed in the Right Fork of Bear Canyon to access an
exploratory drillhole site. This road now provides access to the site of the Bear
Canyon GVH installation. (Refer to Appendix 5-14 for a detailed description of the
Bear Canyon GVH facility)
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ATTACHMENT 1-5
VERIFICATION STATEMENT

[ hereby certify that I am a responsible official (Resident Agent) of the applicant (ANDALEX
and IPA for WEST RIDGE Resources, Inc.) and that the information contained in this application is
true and correct to the best of my information and belief in all respects with the laws of Utah in
reference to commitments, undertakings, and obligations, herein

Signed - Name - Position - Date

David Shaver, Resident Agent

Subscribed and sworn to before me this__ day of ,20_
Notary Public

My commission Expires: , 20 )

Attest: STATE OF ) ss:

COUNTY OF )




ATTACHMENT 1-5
VERIFICATION STATEMENT

I hereby certify that I am a responsible official (Resident Agent) of the applicant (ANDALEX
and IPA for WEST RIDGE Resources, Inc.) and that the information contained in this application is
true and correct to yﬁz best of my information and belief in all respects with the laws of Utah in

/. 2 e :
reference to con}rm; ents, under algln:gs, and obligations, herein

P

§ t,»: K

/ \ (" | al foer. Signed - Name - Position - Date

David Shaver, Resident Agent

Subscribed and sworn to before me this Z_ day OM 2009

Notary Public
LINDA KERNS
345 N. 700 E.
Price, UT 84501
My Commission Expires
April, 6, 2008
State of Utah

- - e e G M K TR RS RS N2 o -
My commission Expires: (%g ¢ 06 2007 )

Attest: STATE OF {#als ) ss:

COUNTY OF , @Mg&& )

Notary Public
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202 55 s
UNITED STATES S
DEPARTMENT OF THE INTERIOR Serial Number SL-068754-U-01215

BUREAU OF LAND MANAGEMENT ,

Lease Date__June 1, 1951

COAL LEASE READJUSTMENT N

Partl. LEASE RIGHTS GRANTED

This lease, entered into by and between the United States of America, hereinafter
called the lessor, through the Bureau of Land Management, and

ANDALEX Resources, Inc. (50%) Intermountain Power Agency (50%)
45 West 10000 South, Suite 401 480 East 6400 South, Suite 200
Sandy, UT 84070 . Murray, UT 84107

hereinafter called lessee, is readjusted, efféctive June 1, 2001, for a per(o_d of 10
years and for so long thereafter as coal is produced in ‘commercial quantities from
the leased lands, subject to readjustment of lease terms at the end of each 10 year

lease period.

Sec. 1. This lease readjustment is subject to the terms and provisions of the:

[ X/ Mineral Lands Leasing Act of 1920, Act of February 25, 1920, as amended,

AN

41  Stat. 437, 30 U.S.C. 181-287, hereinafter referred to as the Act;

Mineral Leasing Act for Acquired Lands, Act of August 7, 1947, 61 Stat.
913, 30 U.S.C. 351-359;

~

and to the regulations and formal orders of the Secretary of the Interior which are
now or hereafter in force, when not inconsistent with the express and specific

provisions herein.

Sec. 2. Lessor, in consideration of any rents -and royalties to be paid, and the
conditions and covenants to be observed as herein set forth, hereby grants to lessee
the exclusive right and privilege to drill for, mine, extract, remove or othen_mse
process and dispose of the coal deposits in, upon, or under the following described
lands: T.14S.,R.13E., SLM, UT

Sec. 10, NE, E2NW, N2SE, SESE;

Sec. 11, all; , ‘

Sec. 12, S2SW, NWSW;

Sec. 13, 82, NW, S2NE, NWNE;

Sec. 14, E2, N2NW, SENW;

Sec. 15, NENE; ’

Sec. 24, N2, N2SE, NESW.

containing 2,650.67 acres, more or less, together with the right to construct such
works, buildings, plants, structures, equipment and appliances and right to use such
on-lease rights-of-way which may be necessary and convenient in the exercise of
the rights and privileges granted, subject to the conditions herein provided.
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PART Il. TERMS AND CONDITIONS

Sec. 1. (a) RENTAL RATE. Lessee
shall pay lessor rental annually and in
advance for each acre or fraction thereof
during the continuance of the lease at the
rate of $3.00 for each lease year.

(b) RENTAL CREDITS. Rental
shall not be credited against either
production or advance royalties for any
year.

Sec. 2.(a) PRODUCTION ROYALTIES.
The royalty shall be 12% percent of the
value of coal produced by strip or auger
mining methods and 8 percent of the
value of coal produced by underground
mining methods. Royalties are due to
lessor the final day of the months
succeeding the calendar month in which
the royalty obligation accrues.

(b) ADVANCE ROYALTIES.

Upon request by the lessee, the
authorized officer may accept for a total
of not more than 10 years, the payment of
advance royalties in lieu of continued
- operation, consistent with the regulations.
The advance royalty shall be based on a
percent of the value of a minimum number
of tons determined in the manner
established by the advance royalty
regulations in effect at the time the lessee
requests approval to pay advance
royalties in lieu of continued operation.

Sec. 3. BONDS. Lessee shall maintain
in the proper office a lease bond in the
amount of $212,000. The authorized
officer may require an adjustment in the
amount of the bond to reflect changed
conditions. '

Sec. 4. DILIGENCE. This lease is
subject to the conditions of diligent
development and continued operation,

except that these conditions are excused

when operations under the lease are
interrupted by strikes, the elements, or

casualties not attributable to the lessee.

The lessor, in the public interest, may
suspend the condition of continued
operation upon payment of advance
royalties in accordance with the
regulations in existence at the time of the
suspension. . Lessee's failure to produce
coal in commercial quantities at the end of
10 years shall terminate the lease. If not
submitted already, lessee shall submit an
operation and reclamation plan pursuant
to Section 7 of the Act not later than 3
years after the effective date of this lease

readjustment.

The lessor reserves the power to assent
to or order the suspension of the terms
and conditions of this lease in accordance

~ with, inter alia, Section 39 of the Mineral
‘Leasing Act, 30 U.S.C. 209.

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

The stipulations established in an LMU
approval in effect at the time of LMU
approval will supersede the relevant
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 lease shall then be subject
to the lease terms which would have been
applied if the lease had not been included

in an LMU.

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

lost.
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Lessee shall keep open at all times for the
inspection of any duly authorized officer of
lessor, the leased premises and all
surface and underground improvements,
works, machinery, ore stockpiles,
equipment, and all books, accounts,
maps, and records relative to operations,
surveys, or investigations on or under the
leased lands.

Lessee shall allow lessor access to and
copying of documents reasonably
necessary to verify lessee compliance
with terms and conditions of the lease.

While this lease remains in effect,
information obtained under this section
shall be closed to inspection by the public
in accordance with the Freedom of
Information Act (5 U.S.C. 552).

Sec. 7. DAMAGES TO PROPERTY AND
CONDUCT OF OPERATIONS. Lessee
shall comply at its own expense with all
reasonable orders of the Secretary,
respecting diligent operations, prevention
of waste, and protection of other
resources. e

Lessee shall not conduct exploration
operations, other than casual use, without
an approved exploration plan. All
exploration plans prior to the
commencement of mining operations
within an approved mining permit area
shall be submitted to the authorized
officer.

Lessee shall carry on all operations in
accordance with approved methods and
practices as provided in the operating
regulations, having due regard for the
prevention of injury to life, health, or
property, and prevention of waste,
damage or degradation to any land, air,
water, cultural, biological, visual, and
other resources, including mineral
deposits and formations of mineral
deposits not leased hereunder, and to
other land uses or users. Lessee shall

take measures deemed necessary by
lessor to accomplish the intent of this
lease term. Such measures may include,
but are not limited to, modification to
proposed siting or design of facilities,
timing of operations, and specification of
interim and final reclamation procedures.
Lessor reserves to itself the right to lease,
sell, or-otherwise dispose of the surface or
other mineral deposits in the lands and
the right to continue existing uses and to
authorize future uses upon or in the
leased lands, including issuing leases for
mineral deposits, not covered hereunder
and approving easements or rights-of-
way. Lessor shall condition such uses to
prevent unnecessary or unreasonable
interference with rights of lessee as may
be consistent with concepts of multiple
use and multiple mineral development.

Sec. 8. PROTECTION OF DIVERSE
INTERESTS, AND EQUAL OPPORTUNITY.
Lessee shall: pay when due all taxes
legally assessed and levied under the
laws of the State or the United States;
accord all employees complete freedom
of purchase; pay all wages at least twice
each month in lawful money of the United
States; maintainn a safe working
environment in accordance with standard
industry practices; restrict the workday to
not more than 8 hours in any one day for
underground workers, except in

"emergencies; and take measures

necessary to protect the health and safety
of the public. No person under the age of
16 years shall be employed in any mine
below the surface. To the extent that laws
of the State in which the lands are
situated are more restrictive than the
provisions in this paragraph, then the
State laws apply.

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

of the Secretary of Labor.
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Neither lessee nor lessee's
subcontractors shall maintain segregated
facilities.

Sec. 9(a) TRANSFERS

[(X/ This lease may be transferred in
" whole or in part to any person,
association, or corporation qualified

to hold such lease interest.

[/ This lease may be transferred in
whole or in part to another public
body, or to a person who will mine
the coal on behalf of, and for the
use of, the public body or to a
person who for the limited purpose
of creating a security interest in
favor of a lender agrees to be
obligated to mine the coal on behalf
of the public body.

Iy
~

This lease may only be transferred
in whole or in part to another small
business qualified under 13 CFR
121.

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

(b) RELINQUISHMENT. The lessee
may relinquish in writing at any time all
rights under this lease or any portion
thereof as provided in the regulations.
Upon lessor's acceptance of the
relinquishment, lessee shall be relieved of
all future obligations under the lease or
the relinquished portion thereof,
whichever is applicable.

Sec. 10. DELIVERY OF PREMISES,
REMOVAL OF MACHINERY, EQUIPMENT,
ETC. At such time as all portions of this
lease are returned to lessor, lessee shall
deliver up to lessor the land leased,
underground timbering, and such other
supports and structures necessary for the
preservation of the mine workings on the
leased premises or deposits and place all
workings in condition for suspension or

abandonment. Within 180 days thereof,
lessee shall remove from the premises all
other structures, machinery, equipment,
tools, and materials that it elects to or as
required by the authorized officer. Any
such structures, machinery, equipment,
tools, and materials remaining on the
leased lands beyond 180 days, or
approved extension thereof, shall
become the property of the lessor, but
lessee shall either remove any or all such
property or shall continue to be liable for
the cost of removal and disposal in the
amount actually incurred by the lessor. If
the surface is owned by third parties,
lessor shall waive the requirement for
removal, provided the third parties do not
object to such waiver. Lessee shall, prior
to the termination of bond liability or at
any other time when required and in
accordance with all applicable laws and
regulations, reclaim all lands the surface

.of which has been disturbed, dispose of

all debris or solid waste, repair the offsite
and onsite damage caused by lessee's
activity or activities incidental thereto, and
reclaim access roads or trails.

Sec. 11. PROCEEDINGS IN CASE OF
DEFAULT. If lessee fails to comply with
applicable laws, existing regulations, or

the terms, conditions and stipulations of

this lease, and the noncompliance
continues for 30 days after written notice
thereof, this lease shall be subject to
cancellation by the lessor only by judicial
proceedings. This provision shall not be
construed to prevent the exercise by
lessor of any other legal and equitable
remedy, including waiver of the default.
Any such remedy or waiver shall not
prevent later cancellation for the same
default occurring at any other time.

Sec. 12. HEIRS AND SUCCESSORS - IN-
INTEREST. ‘Each obligation of this lease
shall extend to and be binding upon, and
every benefit hereof shall inure to, the
heirs, executors, administrators,
successors, or assigns of the respective

parties hereto.
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Sec. 13. INDEMNIFICATION. Lessee
shall indemnify and hold harmiess the
United States from any and all claims
arising out of the lessee’s activities and
operations under this lease.

Sec. 14, SPECIAL STATUTES. This
lease is subject to the Federal Water
Pollution Control Act (33 U.S.C. 1151 -
1175); the Clean Air Act (42 U.S.C. 1857
et seq.), and to all other applicable laws
pertaining to exploration activities, mining
operations and reclamation, including the
Surface Mining Control and Reclamation
Act of 1977 (30 U.S.C. 1201 et seq.)

Sec. 15. SPECIAL STIPULATIONS.

SEE ATTACHED STIPULATIONS
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BLM STIPULATIONS

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

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

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

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

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

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

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

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

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

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

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

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

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

9. The Lessee shall be required to establish a monitoring system to locate, measure,
and quantify the progressive and final effects of underground mining activities on the
topographic 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 rheasurement of a numiber of points over the
lease area. The monitoring shall incorporate and be an extension of the baseline data.

10. Except at specifically approved locations, underground mining operations shall- be
conducted in such a manner so as to prevent surface subsidence that would: 1) cause the
creation of hazardous conditions such as potential escarpment failure and landslides, 2)
cause damage to existing surface structures, or 3) damage or alter the flow of perennial
streams. 3
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11.  In order to avoid surface disturbance on steep canyon slopes and to satisfy the need
for surface access, all surface breakouts for ventilation tunnels shall be constructed from
inside the mine, except at specifically approved locations. :

12. Support facilities, structures, equipment, and similar developments 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 10 of the lease form is applicable.
Disturbed areas and those areas occupied by such facilities will be stabilized and
rehabilitated, drainages reestablished, and the areas returned to a premining land use.

13. Notwithstanding the approval of a resource recovery and protection plan by the BLM,
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
§3480.0-5(21)] of the recoverable coal reserves or (i) the operator/lessee is determined
to have caused a wasting of recoverable coal reserves. 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 operator/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 appropriate
justification to obtain approval by the AO to leave such reserves 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 statute and regulation.

-In the event the AO determines that the R2P2 as approved will not-attain MERas-the result:
of changed conditions, the AO will give proper notice to the operator/lessee as required
under applicable regulations. The AO will order a modification if necessary, identifying
additional reserves to be mined in order to attain MER. Upon a final administrative 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 of the value of the royalty 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-compliance. A
decision or notice of non-compliance issued by the Lessor that payment is due under this

stipulation is appealable as allowed by law.
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14. WASTE CERTIFICATION: The Lessee must provide upon abandonment, transfer
of operation, assignment of rights, sealing-off a mined area and prior to lease
relinquishment, certification to the Lessor that, based upon a complete search of all the
records for the lease and its associated mine operation(s), and upon Lessee's and the
operator's knowledge of past mining operations associated with the lease, there have been
no reportable quantities of hazardous substances per 40 CFR 302.4 or used oil [as per Utah
State Administrative Code R-315-15], discharged, deposited, or released within the lease,
either on the surface or underground, and that all remedial actions necessary have been
taken to protect human health and the environment with respect to any such substances.
Lessee must additionally provide to Lessor a complete list of all hazardous substances and
hazardous materials and their Chemical Abstract Services Registry Numbers, and the oil
and petroleum products used or stored on, or delivered to, the lease. Such disclosure will
be in addition to any other disclosure required by law or agreement.

15. UNDERGROUND INSPECTION: All safe and accessible areas shall be inspected
prior to being sealed. The Lessee shall notify the AO 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 any equipment/machinery,
hazardous substances, and used oil that is to be left underground. The AO may participate
in this inspection. The purpose of this inspection will be: (1) to provide documentation for
compliance with 42 U.S.C. 9620 section 120(h) and Utah State Management Code 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 AO 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 AO has granted a written approval. Any on-lease disposal of non-coal waste
must comply with 30 CFR § 817.89.

E106723 B S71 P 363



EXHIBIT 1

ASSIGNMENT AND ASSUMPTION OF FEDERAL COAL LEASE

Serial No. SL-068754
(Utah-01215)

This Assignment and Assumption of Federal Coal Lease
(“Assignment”) is from THE STANDARD OIL COMPANY, an Ohio corporation
(“Assignor™) with an address at 200 Public Square, Cleveland, Ohio 44114, to
AMCA Coal Leasing, Inc., a Delaware corporation (“Assignee™) with an address
at 9300 Shelbyville Road, Suite 1200, Louisville, Kentucky 40222.

For Ten Dollars ($10.00) and other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged by Assignor,
Assignor hereby transfers and assigns to Assignee the entire interest in and to the
leasehold estate created by that certain Mining Lease of Coal Lands dated June 1,
1951, recorded in Book 15E at page 196 of the real property records of Carbon
" County, Utah, serial No. SL-068754 (Utah-01215) (consolidated) (“Lease”) from
United States of America, as Lessor, to United States Steel Corporation, as Lessee,
insofar as said lease covers 2,570.67 acres of land, more or less, described as

follows:
T hip 14 South. R 13 East. Salt Iake Meridi

Section 10: NE%,N%SEY%,ENWY
Section 11: Al

Section 12: SUSWYUNWYSWY%

Section 13: W4, SE%,SUNEY%,NWY%NEY
Section 14: E%,NV“:NWY%,SEUNWY
Section 24: NY%SEY%,NY%,NEY.SWY:

which lease is herein referred to as the Subject Lease.



The Assignment is made subject to all existing lease burdens,
obligations and Lessor’s royalties and to those matters set forth in the Lease
attached hereto and made a part hereof,

No overriding royalties or production payments are reserved in this
Assignment.

Assignee hereby accepts such Assignment and assumes all rights,
obligations, benefits and liabilities of Assignor and agrees to defend, indemnify
and hold harmless Assignor from and against any and all claims, demands, losses,
costs, causes of action, judgements and expenses (including, without limitation,

attorney’s fees of any kind whatsoever) which may arise in connection with this
Assignment. -

This Assignment is subject to the laws of general applicability
respecting ownership of federal coal leases. Further, this Assignment is made
subject to approval by the United States Department of the Interior, Bureau of
Land Management (“BLM™). The parties hereto recognize that it shall be
Assignee’s responsibility to obtain the approval of the Assignment of the Lease by
BLM. Assignor agrees to cooperate with Assignee in such endeavor.

This Assignment shall be binding on the parties hereto and their
successors and assigns.

DATED this _2 7™ day of March, 1997.




THE STANDARD OIL. COMPANY

By D
omey-in-F
ATTEST:
Assistant Secretary
AMCA COAL LEASING, INC.
By: %/
Vice/President
ATTEST:

CHagd D W,

Secretary

conrl286.exh
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- United States Department of the Interior k

BUREAU OF LAND MANAGEMENT TAKE PRIDE"
Utah State Office INAMERICA
P.O. Box 45155
Salt Lake City, UT 84145-0155
http://www.blm.gov

IN REPLY REFER TO: ‘
3432 APR 06 2009
UTU-78562

(UT-923)

CERTIFIED MAIL- Return Receipt Requested

: DECISION
Intermountain Power Agency (50%) :
10653 South River Front Parkway, Suite 120 : Coal Lease

South Jordan, UT 84095 : UTU-78562

ANDALEX Resources, Inc. (50%)
P. O. Box 902
Price, UT 84501

Coal Lease UTU-78562 Modified
Bond Accepted

Enclosed is a copy of modified coal lease UTU-78562 effective on March 25, 2009. The terms and.
conditions of the original lease are made consistent with the laws, regulations, and lease terms applicable
at the time of this modification. The anniversary date of the coal lease remains February 1, 2002.

On March 12, 2009, a personal bond and power of attorney, bond form 3504-1, was completed, signed
and filed by Intermountain Power Agency for a $900,000 treasury note in lieu of surety bond to cover
coal lease UTU-78562 and the modified acreage. Intermountain Power Agency filed a $900,000 U. S.
Treasury Note with the Bureau of Land Management’s National Business Center on March 23, 2009 for
coal lease UTU-78562.

These documents have been reviewed and found to be satisfactory. Therefore, the subiect $900,000
personal lease bond is accepted effective March 23, 2009 the date of completing the filing.

Please note that rental in the amount of $3.00 per acre, or fraction thereof, or a total of $6,750.00, is due
on the next anniversary date, beginning February 1,2010.

/' D. McKerzie
Chief, Branch of

Solid Minerals
Enclosures:

Modified Coal Lease (8 pp.)

cc: Price Coal Office
Ms. John Baza, Director, Utah Division of Oil, Gas and Mining, P.O. Box 145801,
Salt Lake City, Utah 84114-5801
MMS, Solid Minerals Staff, MS 390B2, Box 25165, Denver, CO 80225



UNITED STATES
DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT Serial No. _ UTU-78562
. MODIFIED COAL LEASE ’ Date of Lease___ February 1, 2002
PART I.

THIS MODIFIED COAL LEASE is entered into on , by and between the UNITED
STATES OF AMERICA, hereinafter called the Lessor, through the Bureau of Land Management, and

ANDALEX Resources, Inc. (50%) Intermountain Power Agency (50%) ’
P. O. Box 902 10653 South River Front Parkway, Suite 120
Price, Utah 84501 South Jordan, UT 84095

hereinafter called Lessees.

This modified lease shall retain the effective date of February 1, 2002, of the original COAI.. LEASE -
UTU-78562, and is effective for a period of 20 years therefrom, and for so long thereafter as coal is produced in
commercial quantities from the leased lands, subjectto readjustment of lease terms at the end of the 20th lease

year (February 1, 2022), and each 10-year period thereafter.

Sec. 1. This lease is issued pursuant and subject to the terms and provisions of the: (NOTE: Check the
appropriate Act or Acts.)

XX Mineral Lands Leasing Act of 1920, as amended, 41 Stat. 437, 30 U.S.C. 181-287, hereinafter referred

to as the Act;
_ Mineral Leasing Act for Acquired Lands of 1947, 61 Stat. 913, 30 U.S.C. 351-359;

and to the regulations and formal orders of the Secretary of the Interior which are now or hereafter in force, when
.|ot inconsistent with the express and specific provisions herein.

Sec. 2. Lessees as the holders of Coal Lease UTU-78562 , issued effective February 1, 2002 , was granted tr_le
exclusive right and privilege to drill for, mine, extract, remove or otherwise process and dispose of the coal deposits

in, upon, or under the lands described below as Tract 1.

The Lessor in consideration of fair market value, rents and royalties to be paid, and the conditions_apd covena_nts to
be observed as herein set forth, hereby grants and leases to Lessee the exclusive right and privilege to drlll' for,
mine, extract, remove, or otherwise process and dispose of the coal deposits in, upon, or under the lands described

below as Tract 2.

Tract 1: Tract 2:

T.13S., R. 13 E., SLM, Utah T.13S., R 13 E., SLM, Utah s
Sec. 35, S%:SW¥i, SEY; Sec. 34, NESEY, SUSEYs; 2o S :
Sec. 35, N%, N%:SWY; 2% = I oz
T.14 S, R. 13 E., SLM, Utah D = ISE
Sec. 1, lots 2-7, SW¥NEY, S:NWY4, T.14S,R 13E,SLM,Utah T5 = <oo
W¥%SE Y, SW¥%, Sec. 1,lot1; z= =n
Sec. 12, lots 1-4, SYNY;, NEViSWY, SE:; =0 X <5
Sec. 13, NE%NEY; T.14S,R 14E,SIM Utah 85 5 = =
Sec. 6, NEVsSWY%. == 0 <

—~d

T.14S,R. 14 E., SLM, Utah

Sec. 6, lot 6;

Sec. 7, lots 3 and 4;

Sec. 18, lot 1, EVaNWY..
‘ontaining 2,249.25 acres, more or less,

together with the right to construct such works, buildings, plants, structures, equipment and appliances anq the right
to use such on-lease rights-of-way which may be necessary and convenient in the exercise of the rights and
privileges granted, subject to the conditions herein provided.



Part Il. TERMS AND CONDITIONS

Sec. 1.(a) RENTAL RATE - Lessee shall pay
‘essor rental annually and in advance for each acre

or fraction thereof during the continuance of the lease
at the rate of $3.00 per acre for each lease year.

(b) RENTAL CREDITS - Rental shall not
be credited against either production or advance
royalties for any year.

Sec. 2.(a) PRODUCTION ROYALTIES - The
royalty shall be 8 percent 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 obligation
accrues.

(b) ADVANCE ROYALTIES - Upon
request by the Lessee, the authorized officer may
accept, for a total of not more than 10 years, the
payment of advance royalties in lieu of continued
operation, consistent with the regulations. The
advance royalty shall be based on a percent of the
value of a minimum number of tons determined in the
manner established by the advance royalty
regulations in effect at the time the Lessee requests

pproval to pay advance royalties in lieu of continued
peration.

Sec. 3. BONDS - Lessee shall maintain in the proper
office a lease bond in the amount of $905,000.00 .
The authorized officer may require an increase in this
amount when additional coverage is determined
appropriate.

Sec. 4. DILIGENCE - This lease is subject to the
conditions of diligent development and continued
operation. Continued operation may be excused
when operations under the lease are interrupted by
strikes, the elements, or casualties not attributable to
the Lessee. The Lessor, in the public interest, may
suspend the condition of continued operation upon
payment of advance royalties in accordance with the
regulations in existence at the time of the suspension.
Lessees’ failure to produce coal in commercial
quantities at the end of ten years from the original
date of this lease shall terminate the lease.

The Lessor reserves the power to assent to or order
the suspension of the terms and conditions of this

ease in accordance with, inter alia, Section 39 of the
ineral Leasing Act, 30 U.S.C. 209.

Sec. 5. LOGICAL MINING UNIT (LMU) - The lands
contained in the original lease have been included in

the LMU application UTU- 86007 filed February 1,
2008 . Within 30 days after the effective date of
this lease modification, the Lessee shall amend its
application for the Westridge Logical Mining Unit to
include the 602.91 acres added to Coal Lease
UTU- 78562 by this modification. The modified
land shall be segregated into another Federal coal
lease should the Lessee fail to file such an
amendment.

The stipulations established in an LMU approval in
effect at the time of LMU approval or modification will
supersede the relevant 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 lease shall then be subject to the lease
terms which would have been applied if the lease had
not been included in an LMU.

Sec. 6. DOCUMENTS, EVIDENCE AND
INSPECTION - At such times and in such form as
Lessor may prescribe, Lessee shall furnish detailed
statements showing the amounts and quality of all
products removed and sold from the lease, the
proceeds therefrom, and the amount used for
production purposes or unavoidably lost.

Lessee shall keep open at all reasonable times for
the inspection of any duly authorized officer of Lessor,
the leased premises and all surface and underground
improvements, works, machinery, ore stockpiles,
equipment, and all books, accounts, maps, and
records relative to operations, surveys, or
investigations on or under the leased lands.

Lessee shall allow Lessor access to and copying of
documents reasonably necessary to verify Lessee
compliance with terms and conditions of the lease.

While this lease remains in effect, information
obtained under this section shall be closed to
inspection by the public in accordance with the
Freedom of Information Action (5 U.S.C. 552).

Sec. 7. DAMAGES TO PROPERTY AND CONDUCT
OF OPERATIONS - Lessee shall comply at its own
expense with all reasonable orders of the Secretary,
respecting diligent operations, prevention of waste,
and protection of other resources.

Lessee shall not conduct exploration operations,
other than casual use, without an approved
exploration plan. All exploration plans prior to the
commencement of mining operations within an
approved mining permit area shall be submitted to the
authorized officer.



Lessee shall carry on all operations in accordance
with approved methods and practices as provided in

he operating regulations, having due regard for the
qevention of injury to life, health, or property, and

revention of waste, damage or degradation any land,
air, water, cultural, biological, visual, and other
resources, including mineral deposits and formations
of mineral deposits not leased hereunder, and to
other land uses or users. Lessee shall take
measures deemed necessary by Lessor to
accomplish the intent of this lease term. Such
measures may include, but not limited to, modification
to proposed siting or design of facilities, timing of
operations, and specifications of interim and final
reclamation procedures. Lessor reserves to itself the
rightto lease, sell, or otherwise dispose of the surface
or other mineral deposits in the lands and the right to
continue existing uses and to authorize future uses
upon or in the leased lands, including issuing leases
for mineral deposits not covered hereunder and
approving easements or rights-of-way. Lessor shall
condition such uses to prevent unnecessary or
unreasonable interference with rights of Lessee as
may be consistent with concepts of multiple use and
multiple mineral development.

Sec. 8 PROTECTION OF DIVERSE INTERESTS,
ND EQUAL OPPORTUNITY - Lessee shall: pay
hen due all taxes legally assessed and levied under

the laws of the State or the United States; accord all
employees complete freedom of purchase; pay all
wages at least twice each month in lawful money of
the United States; maintain a safe working
environment in accordance with standard industry
practices; restrict the workday to not more than 8
hours in any one day for underground workers, except
in emergences; and take measures necessary to
protect the health and safety of the public. No person
under the age of 16 years shall be employed in any
mine below the surface. To the extent that laws of
the State in which the lands are situated are more
restrictive than the provisions in this paragraph, then
the State laws apply.

Lessee will comply with all provisions of Executive
Order No. 11246 of September 24, 1965, as
amended, and the rules, regulations, and relevant
orders of the Secretary of Labor. Neither Lessee nor
Lessee's subcontractors shall maintain segregated
facilities.

ec. 9.(a) TRANSFERS
heck the appropriate space)
X __ This lease may be transferred in whole or in

part to any person, association or corporation
qualified to hold such lease interest.

This lease may be transferred in whole or in
part to another public body, or to a person who
will mine the coal on behalf of, and for the use
of, the public body or to a person who for the
limited purpose of creating a security interest in
favor of a lender agrees to be obligated to mine
the coal on behalf of the public body.

This lease may only be transferred in whole or
in part to another small business qualified under
13 CFR 121.

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

(b) RELINQUISHMENTS - The Lessee may
relinquish in writing at any time all rights under this
lease or any portion thereof as provided in the
regulations. Upon Lessor's acceptance of the
relinquishment, Lessee shall be relieved of all future
obligations under the lease or the relinquished portion
thereof, whichever is applicable.

Sec. 10. DELIVERY OF PREMISES, REMOVAL OF
MACHINERY, EQUIPMENT, ETC. - At suchtimes as
all portions of this lease are returned to Lessor,
Lessee shall deliver up to Lessor the land leased,
underground timbering, and such other supports and
structures necessary for the preservation of the mine
workings on the leased premises or deposits and
place all workings in condition for suspension or
abandonment. Within 180 days thereof, Lessee shall
remove from the premises all other structures,
machinery, equipment, tools, and materials that it
elects to or as required by the authorized officer. Any
such structures, machinery, equipment, tools, and
materials remaining on the leased lands beyond 180
days, or approved extension thereof, shall become
the property of the Lessor, but Lessee shall either
remove any or all such property or shall continue to
be liable for the cost of removal and disposal in the
amount actually incurred by the Lessor. Ifthe surface
is owned by third parties, Lessor shall waive the
requirement for removal, provided the third parties do
not object to such waiver. Lessee shall, prior to the
termination of bond liability or at any other time when
required and in accordance with all applicable laws
and regulations, reclaim all lands the surface of which
has been disturbed, dispose of all debris or solid
waste, repair the offsite and onsite damage caused
by Lessee's activity or activities incidental thereto, and
reclaim access roads or trail.



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

Sec. 12. HEIRS AND SUCCESSORS - IN-
INTEREST - Each obligation of this lease shall extend
to and be binding upon, and every benefit hereof shall
insure to, the heirs, executors, administrators,

successors, or assigns of the respective parties
hereto.

Sec. 13. INDEMNIFICATION - Lessee shall

indemnify and hold harmless the United States from

any and all claims arising out of the Lessee's activities
‘nd operations under this lease.

Sec. 14. SPECIAL STATUTES - This lease is
subject to the Federal Water Pollution Control Act (33
U.S.C. 1151 - 1175); the Clean Air Act (42 U.S.C.
1857 et seq.), and to all other applicable laws
pertaining to exploration activities, mining operations
and reclamation, including the Surface Mining Control
and Reclamation Act of 1977 (30 U.S.C. 1201 et seq.)

Sec. 15. SPECIAL STIPULATIONS -

SEE ATTACHED STIPULATIONS



Company or Lessee Name

(Signature of Lessee)

? ‘ ?M//L /W

The Unite States of America

/7
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(Title) (

(Signing Officer) ’
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A, Birg Bpamed clok - tol fuM

(Title)

é ’%ﬂ/‘/f/ 2009

(Date)

Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any depar’tmer)t or
agency of the United States any false, fictitious or fraudulent statements or representations as to any matter within

its jurisdiction.




SPECIAL STIPULATIONS FOR UTU-78562
MODIFIED COAL LEASE

Q. In accordance with Sec. 523(b) of the “Surface Mining Control and Reclamation Act of 1977,” surface mining and
eclamation operations conducted on this lease are to conform with the requirements f this act and are subject to compliance
with Office of Surface Mining regulations, or as applicable the Utah program approved under the cooperative agreemne6t 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 lessee 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 submitted 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 lessee prior to disturbance shall, immediately bring them to the attention of the Authorized Officer.

Paleontological remains of significant scientific interest do not include leaves, ferns, or dinosaur tracks commonly encountered
during underground mining operations.

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

3. If there is reason to believe that Threatened or Endangered (T&E) species of plants or animals, or migratory bird species of
high Federal interest occur in the area, the Lessee shall be required to conduct an intensive field inventory of the area to be
disturbed and/or impacted. The inventory shall be conducted by a qualified specialist and a report of findings will be prepared.

A plan will be prepared making recommendations for the protection of these species or action necessary to mitigate the
disturbance.

‘he cost of conducting the inventory, preparing reports, and carrying out mitigating measures shall be borne by the lessee.

4. Before undertaking activities that may disturb the surface of previously undisturbed leased lands, the lessee may be required
to conduct a paleontological appraisal of the areas to be disturbed. The appraisal shall be conducted by a qualified
paleontologist and a report prepared itemizing the findings.

A plan will then be submitted making recommendations for the protection of, or measures to be taken to mitigate impacts for
identified paleontological resources.

If paleontological remains (fossils) of significant scientific interest are discovered during operations under this lease, the lessee
shall immediately bring them to the attention of the authorized officer who shall evaluate, or have evaluated such discoveries
and, within 5 working days, shall notify the lessee what action shall be taken with respect to such discoveries. Paleontological
remains of significant scientific interest do not include leaves, ferns, or dinosaur tracts commonly encountered during
underground mining.

The cost of conducting the inventory, preparing reports, and carrying out necessary protective mitigating measure shall be borne
by the lessee. The cost of salvage of paleontological remains (fossils) shall be borne by the United States.

5. The Lessee shall be required to perform a study to secure adequate baseline data to quantify the existing surface resources on
and adjacent to the lease area. Existing data may be used if such data are adequate for the intended purposes. The study shall
be adequate to locate, quantify, and demonstrate the interrelationship of the geology, topography, surface and ground water
hydrology, vegetation and wildlife. Baseline data will be established so that future programs of observation can be incorporated
at regular intervals for comparison.

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

7. The lessee shall provide for the suppression and control of fugitive dust on haul roads and at coal-handling and storage




facilities on the lease area. The migration of road surfacing and subsurface materials into streams and water courses shall be
prevented.

. 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. The monitoring system shall be adequate to locate and quantify, and demonstrate the inter-relationship of
the geology, topography, surface hydrology, vegetation and wildlife.

9. Except at locations specifically approved by the Authorized Officer with concurrence of the surface management agency,
underground mining operations shall be conducted in such a manner so as to prevent surface subsidence that would: (1) cause
the creation of hazardous conditions such as potential escarpment failure and landslides, (2) cause damage to existing surface
structures, and (3) damage or alter the flow of perennial streams. The lessee shall provide specific measures for the protection
of escarpments, and determine corrective measures to assure that hazardous conditions are not created.

10. In order to avoid surface disturbance on steep 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.

11. Support facilities, structures, 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 10 of the lease form
is applicable. Disturbed areas and those areas previously occupied by such facilities will be stabilized and rehabilitated,
drainages reestablished, and the areas returned to an authorized post mining land use.

12. The Lessee 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 monuments (section corners, quarter corners, etc.) their accessories and
ppendages (witness trees, bearing trees, etc.), or restore them to their original condition and location, or at other locations that
eet the requirements of the rectangular surveying system. This work shall be conducted at the expense of the Lessee, by BLM
to the standards and guidelines found in the Manual of Surveying Instructions, U.S. Department of Interior.

13. Notwithstanding the approval of a resource recovery and protection plan by the BLM, lessor reserves the right to seek
damages against the operator/lessee in the event (1) the operator/lessee fails to achieve maximum economic recovery [as defined
at 43 CFR §3480.0-5(21)] of the recoverable coal reserves or (ii) the operator/lessee is determined to have caused a wasting of

recoverable coal reserves. Damages shall be measured on the basis of the royalty that would have been payable on the wasted or
un-recovered coal.

The parties recognize that under an approved R2P2, conditions may require a moedification by the operator/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
appropriate justification to obtain approval by the AO to leave such reserves 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 statute and regulation.

In the event the AO determines 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, identifying additional reserves to be mined in order to attain MER. Upon a final administrative or judicial ruling
upholding such an ordered modification, any reserves left un-mined (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 of the value of the royalty on such un-mined recove_rab]e coal
reserves shall become due and payable upon determination by the AO that the coal reserves have been rendered un-minable or at
‘uch 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 suc}l
royalties, or by issuing a notice of non-compliance. A decision or notice of non-compliance issued by the lessor that payment is
due under this stipulation is appealable as allowed by law.




14. WASTE CERTIFICATION: The lessee shall provide upon abandonment and/or sealing off a mined area and prior to lease
termination/relinquishment, certification to the lessor that, based upon a complete search of all the operator's records for the

‘nine and upon their knowledge of past operations, 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 Right-to-know Act (EPCRA, Public Law 99-
499), Title III of the Superfund Amendments and Reauthorization Act of 1986 or equivalent.

15. ABANDONMENT OF EQUIPMENT: The lessee/operator is responsible for compliance with reporting regardipg toxic
and hazardous material and substances under Federal Law and all associated amendments and regulations for the handling such
materials on the land surface and in underground mine workings.

The lessee/operator 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 Authorized
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.

16. UNDERGROUND INSPECTION: 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 any equipment/machinery, hazardous
substances, and used oil that is to be left underground.

The purpose of this inspection will be: (1) 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

ocument 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.

17. GOB VENT BOREHOLES. The Lessee shall submit a gob vent borehole plan for approval by the AO as part of
an R2P2 for all gob vent boreholes. The plugging portion of the plan must meet 43 CFR 3484.1(a)(3) as a minimum. If

variations to the approved plugging procedures are necessary, they shall also be approved by the AO in writing prior to
implementation of the procedures.

18. FAIR MARKET VALUE BONUS: Due to the uncertainty of the amount of recoverable coal reserves in this
modification, the lessee will pay the fair market value (FMV) bonus payment for the coal resources mined in the area of
Federal coal lease modification (U78562) at the rate of $0.35 per ton for the actual tonnage mined, adjusted annually using
the U. S. Bureau of Labor Statistics CPI West Urban Energy Index; or if that index is not available an index that is
mutually agreed to by the lessee and the authorized officer will be used. Payment of FMV at the specified rate and tonnage
mined will be on the schedule required for payment of production royalties to the Minerals Management Service (MMS).
The lessee will clearly indicate which portion of the payment is for royalty and what is for the lease bonus payment.
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*Apnil 1988) . UNITED STATES - ’ |
' DEPARTMENT OF THE INTERIOR UTG-78562 ,
BUREAU OF LAND MANAGEMENT .
COAL LEASE o

DART I, mas RIGHTS GRANTED -

This lesse. entered intwo by and between the UNITED STATES OF ANERICA. hereinafter callid lessor. through ;lw Bureau of Land Monuo{num. and

fName and Address)

ANDALEX Ragources, Ioc. (50%)
45 West 10000 South, Suite 401
Sandy, Utah 84107

irerminafter calléd Jeasee, is effactive ldafeg B

Intermountain Power Agency (50%) |
480 East 6400 South, Suire 200 !
Hurray, Utah 84107

? m for 3 pericd of 20 years and for 8o long thereafter as coal is peoduced in commercinl

~uantities from the lessed lands. subject to readjustment of lease terma at the end of the 20th ledse year and each 10-vear period tM@f?n.

. Jae. 1. This lease is isavad pursuant and subject ta the terms and provisions of the: :

%X Minera! Lands Lassing Act of 1920, Act of Febrasry 25, 1920, as amended. 41 Sast. 437, 30 U.S.C. 181.287. hareinafie; reforred to s the Act:
i Minersl Langing Act for Acquired Lands, Act of August 7, 1847. 61 Stat. 813, 30 U.8.C. 351-35%: :

and ta the vegulations and formal oiders of the Secretary of the Interior which are now o hareafier in force, when not inconaistent with the express

and specific provisions

Sec. 2. Lasaor, in consideration of any bonuses. ranta, and royaltiss to be paid. and the conditions and covenants (o be abserved a8 Imiui set forth,
haseby grants and leuses to lesses the ¢xclusive right and privilege 1o drill for. mine, extract; remove, or atherwise process and dispose ¢f the cosl

Asposita in, upon. or under the following described lands:

'T. 13 5., R. 13 E., SLM, UT
Sec. 35, S28W, SE.

TS 14
Sec.

s». R. -13 E') sm. UT

Sec. 12, lots 1-4, S2N2, NESW, SE;
Sec. 13, NENE.
T. 14 S., R. 14 E., SLY, UT

Sac.
See.
Sec.

6, lot 6
7, lors 3 and 4&;
18, lot 1, E2MW.

containing 1. 646 . 34acres, more or less. togethor with the right 10 construct auch waris, buildings. plants, structures, cquipment and
and theright 1o isasuch on-leasc rights-of-way which may benecessary and convement in thewxercise of therightsand pnvileges gran

the conditions Nerein provided.

PART | TERMS AND CONDITIONS

Ser. 1. tay RENTAL RATE - Lessee shall pay lessof rental annuully and
in advence for each acre g fwﬁm thereof during the continuunee ot
the isase ni theirate of § 2« for each isase vear.

thi RENTAL CREDITS - Rental shall not be credited against either
pruduction or advance rovaities for any vear.

Sec. 2. (18} PRODUCTION ROYALTIES - The coyaity shallbe 8  per
ceniof the valusof the coal as set forthin the regulations. Ruyalties are
duetolessortheiinal day of the month succeeding the ealendarmonth
in which the royalty obligation actraes.

th) ADVANCE ROYALTIES - Upon tequest by the lessee, the suthornzed
officer may accupt. for a total of nut morethan 10 years. the paymiene uf
advance royaltiea in licu of continusd operation, consistent miir the
regulations. The advance rovaity shall be baned on a peréent of the
value of & minimum number of twns determined in the manner
established by the advance rovalty regulations in effect at the ime the
“>ozee raquests.approval to pay advance rovaities in lisu of continued

. cosration.

“~

. Tre.3, BONDS - Lessee shall ralinuin in the properoffice a lease bond

iatheamountof§s 9,173, 000 The autharized officer may require an
‘ncresse in this amount when additional coverage is determined
~Pprupriete. i

T aovd A80B/.C3SEY Al

1, loes 2-7, SWNE, S2NW, 5W, W2SE;

iancss
subjectts

Ser. 4. DMGW%ﬁ - This lesse is subject :;u m; sonditions pl dnlu:::
developmens and cuntinued nperation. except that these co
ennumbqn gperations under the leave areintetrupted by trikes, the
clements, or casualties not ntiributable ta the lesses, Theleksoy. in the
public interéat, may suspend the eondiumofrougmuqd o0 epon
pavmerit of edvance rovaltiss in wceordance with the juttona in
existence at the time of the suspension. Lessee’s failure to poduce coal
in_cumtmercial quaRtities ut the end of 10 years shall urfinute the .
leuse. Lesses shimll subinit an cpeeation snd reclsmation plah pursusny
10 Seetion 7.of the Act not later than 3 vears aftar lonse issgance.

Thelessar rassrvesthe t0assent 1o or arder the suspeguion of the
werms end conditions of this lease in accordance with, jinter alia.
Section 39 of the Mineral Lessing Act. 30 US.C. 208, .

Sec. 3 LOGICAL MINING UNIT (LMU) - Eisher upon lpau?ml by the
lessor of the lessee’'s application or st the direction of the lessar. this
lease shiall become an 1 MU orpust of an LMU. subjecieo thefprovisions
set forth in the regulations. :

The stipulations establishad in an LMU approvalineffectajthetimeof
LMU apprdval \:ﬁ. aupsrsada the relevant snconsistant s of this
lease 56 lang sathe lepie remsins committed tn the LMU. Ifthe LMU of
which this ig a partis dissolved. the lease shall then bp wubject 1o
the leaseterma which would have been applied if the leasehpd not been
included inan LMU.
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siaicQients th:win: th.c m;nn:u and quality of all products removed
and sold from the Jease. the proceeds therefrom, and the amount used
for praduction purposes or unavoidably lost. ’

Lasseeshall keepopen at all reasonsbie times tof the ingpection of any
duly authorieed officer of leasor. theleased premises and allsurface and
undergrpund improvements. works. machinery. ore stockpiles. equip-
ment. 48d all books. acvounts, maps. and recordsrelative tooperations.
surveys, Or inveatigations on or under the [snged lands.

Lesses shall sllow lessar sccess to and copying of documents reason-
l:ly nedeasary to verify leasse compliance with terms snd conditions of
the lanss. .

Whi]e this lgnsm remaing in u’ieel. information obtained under this
section shall be closed 1o 1nspectian by the public it sccordance with
the Freedom,of Informartion Act (5 U.S.C. 552,

Sec. 7. DAMAGES TO PROPERTY AND CONDUCT OF OPERATIONS -
Lestea shallcomply at itx own expense with ull reasonable orders ofthe
Secretary, reapeering diligent operatons. prevention of waste. and
protectidn of ather resources. |

hpuuhalli!ﬂtmndml. uplom'u'nn opn.alionl. other than casuai use.
without an approved exploratioh plan. All exploration plans phor ta

* the comnencéemen:t of mining operations within an approved mining

permit area ghall be wubmitted to the authorized officer.

Lassee shall carry on sl operstions in accordance with approved
methodesnd practices as provided in the uperaving ragulstions, huving
dus regard for the prevention of injury tu life, health, or property, and
prevention of waste. damage or degredation \o apy fand. air. water,
cultural, biological, visual, and other resourcas, including mineral
deposits and formatinns of mineral depasita not leased hereunder, and
to other lund uses or users. Lessee shall take messures decmed
necesssry by lessor to accomplish the intent of this lease term. Such
measures may include, but ave not limited to. modification ta proposed
gilmg ordesign of fucilitiea. timing of operntions, and specification of
interim and final reclamation piocedurea. Leasor resarves to itself the
right to lease, sell, ar otherwioe dinpoor of the sisface ur other maneral
deposits an the lands and the right to continue exisung uses ond to
authotisk future uses upon or it the lewsed lands, including issuing
leases for mineral dopomits not covered hereunder ang approving
easements orvights-of-way. Leastrahall mndition such uses to grevent
unnecesgary or unreasonable interfarence with righta of lessee as muy
be consigtent with concapty of multiple use and multiple mineral
developraent. !

Sec. B. PROTECTION OF DIVERSE INTERESTS, AND EQUAL OPPORTU-
NITY - Lossershall: pay when ducall taxes legally asseoned srid levied
under the lawa of the State or the United States; accord ali employess
<omplstg freadom of purthase; pay all wages atleas¢ twice cach manth
3n lawfal money of the United States:. maintain a safe working
environment. it accordance with standurd industey practices; rewtrict
the workday to not more than 8 hours in any one day for underground
warkers. 4xcept in emergencies; and take measures nesssary to protect
the haalth and safely of the public. No person under theageof 16 years
chall be amployed in any mine below the surface. To the éntent that
lawa of the State in which the iands are situated are mare restrictive
than the provisiona in this paragraph, then the State laws apply.

Legsee will comply with all provisions of Executive Order No. 11246 of
Septembir 24, 1965, as amended, and tha rules, regulations, and
velevant ordems of the Secretary of Labor. Neither laasee nor lensae's
subcuntractors shall maintain segregated facilitien.

Sec. 18. SPEGIAL STIPULATIONS -

L4 118 1ea8¢ Mey D¢ transierred in whole oF 1h Patt tp any pemon
" asgqciation or corporation qualified to hioid such | paie 1tterege.
) This leass may be transferred 1n whaie or 1n payt to another
" public orro s person who will minethecoslon pehnlfof. anc
for:the uae of, the public bady or ta & peyson whe fpr the limitec
- puspuas of craating a sceurity intevest in favor of o Jender sgrecs
to be obligased 1o mine the conl on behaif of the p\{hiw buuy

0’ Thisisasemay only be traneferred in wholeor 1n pdrt 1o another -
_small business qualified under 13 CFR 121. :

: Transfers of ncnril tide. working or royalty mteéu! maust e
_ apgroved iy accordance with the regolations.

{b) RELINOUISHMENT - The lessee may relinquish in writing at any:
timeall rights under this jease or any portion thereof as pfovided in ths-
regulatioas. Upan lestor's acceptance of the relinquisiment, lesue
shall be relieved of o}l future chligations under die lease or the
relinquished portion thereof. whishaver is applicable. i

Sec 10. DELIVERY QF PREMISES, REMOVAL DF MACHINERY, EQUIP-
MENT, ETC. - At such time aa all roﬂiom of this lease atit returned to
lewsor, lessee shall deliver up to lassor the land leased. gndergraund
timbering, and swch othér supporte and structures sary for the
preservation of the mine workings on the leased premises or deposita
and place all wetkingy in condition for suapension or apandonment.
Within 180days theteof, lessee shall remove from the prtmisesall other .
struciurey. Machinety, squipment, tools, and materials thatitelrctuty .
ar a4 required by the autharized officer. Any such § ved. my-
chintry, equipment. tnols. and muteriais remaining on th§ isased lings
bevnnd 180 daya, or ed extansion thireof, shall become the
property of the leasoe, but lessee shall sither remave or all such
propenty of shall continue o be liable for the coat of femoval and
dispasail ip the amount attually incurred by thee leasor. I he surface in
owned by third pareies, lessor shal) waive the requtirement for remaval
provided the third parties do nat objert 1o such waiver. Lesase shall,
prior to the termination of bond liability or at any other time when
required snd iry accurdance with all applicable (aws atg reguiatjons.
reclaim oll lands the surface of which hus besn disturbed. Hisposeof all
debris ur solic waste. repair the offsite and onsite ¢ causud by
lessee's activity or activitian incidental thersto, and retigim arrvax
toads ot trails. :

Gec. |1, PROCEEDINGS IN CASE OF DEFAULT - If Jessee falls o comply
with dpplicable ldws, existing regulations. orthe terme. copditions and
stipulations of this lease. and the noncompliance continuge for d0dsys
after written notiew thereof, this lense shail besubject tocagceilation by
the laasor only by judicial procesdings. Thia provision phall not be
conatyued to prevent the exercine by lessur of any athir legal -and
equitgble femudy. including waiver of the default. Any suth remedy or
waiver shall -not prevent later cuncellation for the spme defuult
oceurting wt anv other tume, .

Sec. (2. HEIRS AND SUCGEBSORS-IN.INTEREST - Each qbligation of
this lansv shall extand to und be binding upon. snd every bynefit hereo!
shall ‘inuve 0. the heirs, executors, administrutors, _ or

sasigns of the respactive parties herero. :
Sec. 13, INDEMNIRICATION - Lasseeahall indemnify and h{ld harmiesa
the leases’s

the United Statas from ahy and all claims arising out o
acnivilies and opetations under this lease.

Sec. 14. SPECIAL STATUTES - This lease is subject to the Water
Ace (33 US.C, 1252 et. 840}, the Clean Air Act (42 US.C. 274 et. seq.),
snd th all other dp e laws pertaining to exploration activities,
mining opergtions and teclamation. including the ce Mining

Conttol and i

Reclamation Act of 1977 (30 U.5.C. 1201 et. ).

‘This coal lease 18 subject to termination if the lessse 1s detarmined at the;:
tima of immuance to be in noncompliance with Section 2(a)2(A) of the Mineral

Leasing Act.
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$1c. 15. BPECIAL STIPULATIONS (Cont'd) -

SEE ATTACHED STIPULATIONS

ANDALEX Resources, I:ic.

(Title)

ks 2002
: (Datu!)

} THE UNYD STATZS OF AMERICA i
Department of the Interior

Bureau' of Land Management '

Intermountain Power Agency ' Uf:ah State Off
Company or Lesses Name . Lo T
‘at'dl 2 dearle )
(Bignature of Lassee) Tisia '! : 4
. ol P ]
é"Cﬂ: »q / Mal\ agcr . c" outey. :"—:.' “" ton
Mo . me“”gﬁ;r‘““n““
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— (Data) )
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BLM STIPULATIONS

The following stipuiations made part of this lease maiy be waived or amended with 3[59
mutual consent of the Lessor and Lessee. : ) ;

1. In accordance with Sec, 523(b) of the "Surface.Mining Gontrol and Reclamation Act
of 1877, surface mining and reclamation operations conducted on this lease are o
conform with thé requirements of this ‘act and are subject to compliance with-Office bf
Surface Mining regulations, or as applicable, a Utah program equivalent approved Uﬂ_ﬂbf
cooperative agreement in accordance with Sec. 523(¢). The United States Governmefit

do@s not warrant that the entire tract will be susceptiblé to mining.

2. The permitting of any mining operations on the lease will be subject to the posgslpla
designation of any portion of the lease as unsuitable for same or alf kinds of surface minitg
under the regulations of the Department under the Surface Mining Control and
Reclamation Act of 1977 (SMCRA) in effect at the time:of action on the mine pian permit.
3. Before undertaking activities that may disturb the‘surfice of previously undisturbi

leased fands, the Lessee may be required to condutt-a cultiral resource inventory of the
areas to be disturbed. These studies shall be conducted by qualified professional cultural
resource specialists and a report prepared itemizing the findings. A plan will then be
submitted making recommendations for the protection of, or measures to be taken fto
mitigate impacts for identified cultural resources. ' :

If significant cuitural resourges are discovered during operations under this laase, the
Lessee shall immaediately bring them fo the attention ¢f the authorized officer (AO) who
shall evaluate or have evaluated such discoveries and, within 5 working days, shail not!fy

the Lessee what action shall be taken with respect to such diacoveries.

The cost of conducting the inventory, preparing reports, and carrying out necessdry
protective mitigating measures shall bé bone by the Lesses. ;

4. Before undertaking actlvities that may disturb the surface of previously undisturbgd
leased fands, the Lessee may be required to conduct a paleontological appraisal of the
areas to be disturbed. The appraisal shall be conducted by. qualified paleontologists and
a report prepared itemizing the findings, A plan will then be submitted mak(ag
recommendations for the protection of, ar measuras {o betaken to mitigate impacts

identified paleontological resources. g

If paleontological remains (fossils) of significant scientific interest are discovered during
operations under this lease, the Lessee shail immediatély bring them to the attentlon of the
AO who shall evaluate or have evaluated such discoveries brought to his attention afd,
within 5 working days, shall notify the Lessee what action shall be taken with respect to
such discoveries. Paleontological remains of significant scientific interest do not include
leaves,. ferns, or dinosaur tracks commonly encountered during underground mining
operations. ' ‘ :
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The cost of conducting the invantory, preparing. rﬁpbrt;s, and carrying out ri’gcessaty
pratective mitigating measures shall be borne by the Lesgee. The cost of salvage bf

paleontolagical remains (fossils) shall be borne by the United States.

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

The cost of conducting 'the‘ inventory, preparing répoﬁs, and carnrying out necessdy
protective mitigating measures shall be borne by the Lessas. ]

6. The Lessee shall be required to perform a study to secure adequate baseline datato
quantify the existing surface resources on and adjacent fo the lease area. Existing d
may be used if such data is adequate far the intended’ purposes. The study shail
adequate to locate, quantify, and demonstrate the inter-relationship of the geology.
topography, surface hydrology, vegetation, and wildlife. Baseline data will be establishéd
so. that future programs of observation can be incorporated at reguiar intervals for
comparison. - : ' .

7. Powerlines oﬁ the lease area usad in conjunctiuri with the mining of coal from this
lease shall be constructed so as to provide adequate protection for raptors and other larje
hirds. When feasible, powerlines will be located at least 100 yards from public roads. |

8. ThelLessee shall provide for the suppression and control offgfgitlve duston haul roatis
and at coal handling and storage facilities on the lease area. The migration of
surfacing and subsurface materials into streams and watar courses shall be pravented.

9. -The Lessee shall be required to establish a monitoring system to locate, -measnﬁle.
and quantify the progressive and final effects of underground mining activities on the
topographic surfacs, underground and surface hydrology and vegetation. The monitorihg
systern shall utilize techniques which will provide @ contiguing record of change over time
and dn analytical method for location and measurémant of a number of points over the
lease area. The monitoring shall incorporate and be an extension of the baseline data.

10. Except at specifically appfovd locations, underground miging operations shall be
. conducted in such a manner so as to prevent surface subsidence that would: 1).causethe
creation of hazardous conditions such as potential escaipment failure and landsiides,;2)

cause damage to existing surface structures, or 3).damage or alter the flow of perenrjial
streams. ' ' f < ,
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. 11. Inorderto avoid surface disturbance on steep canyon siopes and to satisfy the neéd
for sutface access, all surface breakouts for ventilation tunneis shall be constructed fram

inside the mine, except at specifically approved lacations.

12; Support facilities, structures, 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 uniess the requirement of Section 10 of the lease form is applicable.
Disturbed areas and those areas occupied by such facllities will be stabilized and
rehabilitated, drainages reestablished, and the areas returned to a premining land uge;

13. Notwithstanding the approval of a resource recovery d@nd protection plan by-the BLM.
Lessor reserves the right to seek damages against the operator/iessee in the event (1) the
operator/lessee fails to achieve maximum economic recovery [as defined at 43 CHR
§3480.0-6(21)) of the recovarable coal reserves or (il) the aperator/lessee is determingd
to have caused @ wasting of recoverable coal reserves; Damages shalt be measured

the basis of the royalty that would have been payable on fhe wasted or unfecovered coal.

The parties recognize that under an approved R2P2, conditioris may requirea modificatién
by the operator/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 appropridte
justification to obtain approval by the AO to leave such resarves unmined. Upon approval

by tha AO, such coal beds or portions thereof shall nét be subject to damages as describ;
abpve. Further, nothing in this section shall prevent the operator/lessea from axercising
f its right to retinquish all or a portion of the lease as autharized by statute and ragulation.

|
in the eventthe AO determines thatthe R2P2 as approved will not attain MER as the respiit
of changed conditions, the AQ will give proper notice to the cpetator/lessee as requirbd
under applicable regulations. The AQO will order a madificstion if necessary, identifyihg
additional reserves to be mined In order to attain MER. ‘Upen a final administrative ior
judicial ruling upholding such an ordered modification, any reserves left unmined (wasted)
under that plan will be subject to damages as desciibed in the first paragraph under this
section. : :

Subjact to the right to appeal hereinafter set forth, payment of the value of the royaity bn
such unmined racoverable coal reserves shall become due and payable uppn
determination by the AQ that the coal reserves have been rendered unminable or at such
time that the Lesseo has demonstrated an unwillingness to extract the coal. :

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

2 g9 ' . :
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14.. WASTE CERTIFICATION: The Lessee must provide upon abandanment, transfer
of operation, assignment of rights, sealing-off a mined area and prior o lease
relinquishment, certification to the Lessar that, based upon a complete search of all the
records for the lease and its associated mine operation(s), and upon Lessee's and the
oparator's knowledge of past mining operations associated with the lease, thete have been
no reportable quantities of hazardous substances per40 CFR 302.4 or used oil {as per Utah
State Administrative Code R-315-15), discharged, deposited, or released within the lease,
either on the surface or underground, and that all remedial actions necessary have been
taken to protect human health and the environment with respect to any such substances.-
Lessee must additionally provide to Lessor a complete listof ail hazardous substances ard
hazardous materials and their Chemical Abstract Services Ragistry Numbers, and the dil
and petroleum products used or stored on, or delivered to, the leass. Such disclosure will
be in addition to any other disclosure required by law or agreement. '

15. UNDERGROUND INSPECTION: - All safe and accessible areas shall be inspected
prior to being sealed. The Lessee shall notify the AQ in writing 30 days pricr to the sealirlg
of any areas in the mine and state the reason for closure. Prior to seals being put info
place, the Lessee shall inspect the area and document any ‘equipment/machine Y.
hazardous substences, and used oil that s to be left underground. The AO may participat

in this inspection. The purpose of this inspection willbe: (1) {o provide documentation 1gr
compliance with 42 U.S.C. 9620 section. 120(h) and Utah Stats Management Code R-31$-~
16, and to assure that certification will be meaningful at the time of lease relinquishmerit,
(2) to document the inspection with a mine map showing location of equipment/machinefy
(model, type of fluid, amount remaining, batteries eic.) that s proposed to be idft
underground. In addition, these itemns will be photographed at the Lessee's expense and
shall be submitted to the AO as part of the certification.. The abandonment of aty
equipment/machinéry shall be on a case by case basis and shall not be accomplishéd
unless the AO has granted a written approval. Any on-lease disposal of non-coal wasje
must comply with 30 CFR § 817.89. :

16. The holder of this lease shall be required to conduct appropriate surveys for Mexicdn
spotted owla on the lease tract areas with 40 percent or greater slope, cliff habitat areas,
riparign habitats, and mixed conifer forest habitats, prior to surface disturbing activity and
or development with a potential to interrupt springs.. Inventory work will be conducted by
parties approved and permitted for such survey work by the Authorized Officer of the BLM
and conducted following current protocois established by the USFWS. :

21 IOV B . :
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17. SEISMIC STIPULATION: Mining operations shall be conducted ina manner. b
pravent seismic evants that would cause damage to su rface or subsurface structures such
as: pawer ines or mine pillars and other structures such.as Grassy Trail Reservoir andidr

‘create hazardous conditions such as landslides.

Tha Lessee shall: (1) Provide a seismic risk assessment of the Grassy Trail Resarvoir to
the AO prior ta mining in the lease. (2) Prior to mining in the lease, the Lessee shall
provide a plan to monitor the Reservoir and the steps hecessary tb mitigate any damage
:I’yem tg the Lessee. These plans shall be updated by the Lessee as deamed necessary

The AO will either approve or may prescribe the mining methods used, the amount of cosl
recovared or detarmine the corrective measures necessary 10 assure protection of surface
or subsurface structures and resources. The Lassea Is and will ramain liable for any and

all damages or hazardous conditions resulting from the mining operations under the lease.
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GRANT: School

UTAH STATE LEASE FOR COAL
ML 47711-OBA

THIS COAL MINING LEASE AND AGREEMENT (the “Lease™) is entered into and executed in
triplicate as of April 1, 2003 (the “Effective Date”) by and between the STATE OF UTAH, acting by and through
the SCHOOL AND INSTITUTIONAL TRUST LANDS ADMINISTRATION, 675 East 500 South, Suite 500,
Salt Lake City, Utah 84102 ("Lessor"), and ANDALEX RESOURCES, INC., a Delaware corporation, with an
address at 45 West 10000 South, Suite 401, Sandy, Utah 84070 (hereinafter “ANDALEX”) and
INTERMOUNTAIN POWER AGENCY, a political subdivision of the State of Utah, with an address at 480
East 6400 South, Murray, Utah 84107 (hereinafter “IPA”), each having an undivided 50% ownership interest in

the leasehold estate created by this Lease as tenants in common and collectively referred to herein as “Lessee,”
having a single address c/o ANDALEX Resources, Inc., 45 West 10000 South, Suite 401, Sandy, Utah 84070.

WITNESSETH:

That the State of Utah, as Lessor, in consideration of the rentals, royalties, and other financial

. consideration paid or required to be paid by Lessee, and the covenants of Lessee set forth below, does hereby

GRANT AND LEASE to Lessee the exclusive right and privilege to explore for, drill for, mine, remove,

transport, convey, cross-haul, commingle, and sell the coal located within the boundaries of the
following-described tract of land (the “Leased Premises’-located in Carbon County, State of Utah:

T.14S..R. 13 E., SLB&M
Sec.2: LOTS 1 THRU 4, S2N2, S2

T.13..R.13E.. SLB&M
Sec. 36: SW4.

Containing 801.24 acres, more or less.

Together with the right and privilege to make use of the surface (but only to the extent owned by Lessor) and
subsurface of the Leased Premises for uses incident to the mining of coal by Lessee on the Leased Premises or on
other lands under the control of Lessee or mined in connection with operations on the Leased Premises,
including, but not limited to, conveying, storing, loading, hauling, commingling, cross-hauling, and otherwise
transporting coal; excavating; removing, stockpiling, depositing and redepositing of surface materials; and the
subsidence, mitigation, restoration and reclamation of the surface.

This Coal Mining Lease and Agreement is subject to, and Lessee hereby agrees to and accepts, the
following covenants, terms, and conditions:
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LEASED MINERALS.

1.1

1.2

- 13

Coal. This mineral lease covers coal, which shall mean and include black or brownish-black solid
fossil fuels that have been subjected to the natural processes of coalification, and which fall
within the classification of coal by rank as anthracitic, bituminous, sub-bituminous, or lignitic,
together with closely associated substances which include, but are not limited to other
hydrocarbon substances physically contained within the same geologic strata as the coal. In the
event that minerals other than coal are discovered on or in the Leased Premises during lease
operations, Lessee shall promptly notify the Lessor.

Coalbed Methane. To the extent that Lessor owns gas, coalbed methane or coal seam gas
(collectively “coalbed methane”) within the Leased Premises, Lessee may remave, vent, flare or
capture such coalbed methane from the mine workings and the coal strata being mined and any
overlying or underlying formations if such removal is necessary for safety reasons in the
reasonable discretion of Lessee. If Lessee captures or uses such coalbed methane, it shall pay
Lessor royalties on the value of such coalbed methane at the prevailing state royalty rate for
natural gas, unless such royalties are expressly waived by Lessor. Except as expressly granted -
herein, the right to extract gas, coalbed methane and coal seam gas is not granted by this Lease.

No Warranty of Title. Lessor claims title to the mineral estate covered by this Lease. Lessor does
not warrant title nor represent that no one will dispute the title asserted by Lessor. It is expressly .

" “agreed that Lessor shall not be liable to Lessee for any alleged deficiency in title to the mineral ~

estate, nor shall Lessee become entitled to any refund for any rentals, bonuses, or royalties paid
under this Lease in the event of title failure, except as prowded in Utah Administrative Codc
R850-20-2100 (2002).

RESERVATIONS TO LESSOR. Subject to the exclusive rights and pnvn]cgcs granted to Lessee under

this Lease, and further provided that Lessor shall refrain from taking actions with respect to the Leased
Premises that may unreasonably interfere with Lessee’s operations, Lessor hereby excepts and reserves
from the operation of this Lease the following rights and privileges (to the extent that Lessor has the right
to grant such rights and privileges): :

2.1

2.2

Rights-of-Way and Easements. Lessor reserves the right, following consultation with the Lessee,
to establish rights-of-way and easements upon, through or over the Leased Premises, under terms
and conditions that will not unreasonably interfere with operations under this Lease, for roads,
pipelines, electric transmission lines, transportation and utility corridors, mineral access, and any ,
other purpose deemed reasonably necessary by Lessor.

Other Mineral Leases. Lessor reserves the right to enter into mineral leases and agreements with
third parties covering minerals other than coal, under terms and conditions that will not
2
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unreasonably interfere with operations under this Lease in accordance with Lessor’s regulations,
if any, governing multiple mineral development.

2.3 @Mmsal_ofﬁr_f@. To the extent that Lessor owns the surface estate of the Leased
Premises and subject to the rights granted to the Lessee pursuant to this Lease, Lessor resérves the
right to use, lease, sell, or otherwise dispose of the surface estate or any part thereof. Lessor shall
notify Lessee of any such sale, lease, or other disposition of the surface estate. -

24  Previously Authorized Improvements. If authorized improvements have been placed upon the

: Leased Premises by a third party prior to the commencement of this Lease, Lessee shall allow the
owner of such improvements to remove them within ninety (90) days after the Lease term
commences. Nothing in this paragraph shall authorize Lessee to remove surface improvements
where Lessor does not own the surface estate.

2.5  Rights Not Expressly Granted. Lessor further reserves all rights and privileges of every kind and
, nature, except as specifically granted in this Lease.

TERM OF LEASE; READJUSTMENT.

3.1  Primary Term. This Lease is granted for a “primary term” of ten (10) years commencing on the
Effective Date and for a “secondary term” of an additional ten (10) years, subject to Lessee’s
compliance with the requirements of paragraph 3.3, Diligent Operations; Minimum Royalty.

3.2 ExtensionBeyond Secondary Term. Subject to Lessee’s compliance with thé other provisions of
this Lease, this Lease shall remain in effect beyond the secondary term and for as long thereafter
as coal is produced in commercial quantities from the Leased Premises, or from lands constituting
either (i) a logical mining unit approved by the Bureau of Land Management containing the
Leased Premises, or (ii) a mining unit, in which the recoverable coal reserves can be developed in
an efficient, economical and orderly manner as a unit with due regard to the conservation of
recoverable coal reserves. The second type of mining unit requires a determination by the Lessor
that the criteria set forth in item (ii) have been satisfied. The satisfaction of either (i) or (ii) above
shall mean that the Lease is contained within an “approved mining unit.” For the purposes of this
Lease, production of coal in commercial quantities shall mean production during each lease year
of at least one per cent (1%) of the recoverable coal reserves within the Leased Premises or within
lands constituting an approved mining unit which includes the Leased Premises, as such
recoverable coal reserves are determined by Lessor after consultation with Lessee, subject to
adjustment from time to time based upon reasonable justification from the Lessee.

3.3 Diligent Operations; Minimum Royalty. In the absence of actual production in commercial

quantities as set forth in paragraph 3.2, Extension Beyond Secondary Term, this Lease shall
remain in effect beyond the primary term only if the Lessee is engaged in diligent operations,
exploration, research, or development activity (which development activity shall include, but not

3
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be limited to, pursuit of required permits and approvals) which in Lessor’s reasonable discretion

is calculated to advance development or production of coal from the Leased Premises or lands

constituting an approved mining unit which includes the Leased Premises, and Lessee pays an .
annual minimum royalty in advance on or before the anniversary date of the Effective Date. The
minimum royalty shall be calculated by determining the production royalty that would be payable
upon production of two and one-half per cent (2.5%) of the recoverable coal reserves within the
Leased Premises, as such recoverable coal reserves are determined by Lessor after consultation
with Lessee, subject to adjustment from time to time based upon reasonable justification from the
Lessee. The unit value of the recoverable coal reserves for purposes of determining the minimum
royalty shall be determined by Lessor using the methodology set forth in 43 Code of Federal
Regulations §3483.4(c)(1)-(3) (1998). Minimum royalties paid by Lessee pursuant to this
paragraph may be credited against production royalties accruing during the term of this Lease.

Expiration; Cessation of Production. This Lease may not be extended pursuant to paragraph 3.3,
Diligent Operations; Minimum Royalty, beyond the end of the twentieth year after the Effective
Date except by the actual production of coal in commercial quantities from the Leased Premises
or from lands constituting an approved mining unit which includes the Leased Premises. After
expiration of the secondary term, this Lease will expire of its own terms, without the necessity of
any notice or action by Lessor, if Lessee ceases production of coal in commercial quantities for
an entire lease year, unless the Lease is suspended pursuant to paragraph 16.3, Suspension.

Readjustment. At the end of the primary term and at the end of each period of ten (10) years
thereafter, Lessor may reasonably readjust the terms and conditions of this Lease to reflect
prevailing market conditions (including without limitation rental rates, minimum royalties, royalty
rates and valuation methods, and provisions concerning reclamation). If within thirty (30) days
after submission of the readjusted lease terms to the Lessee, the Lessee determines that any or all
of the proposed readjusted terms and conditions are unacceptable, then Lessee shall so notify
Lessor in writing and the parties shall attempt to resolve the objectionable term or condition. If
the parties are unable to resolve the matter and agree upon the readjusted terms and conditions
submitted by Lessor at the end of such ten (10) year period, Lessee shall forfeit any right to the
continued extension of this lease, and the lease shall automatically terminate, provided that
nothing herein shall be deemed to preclude Lessee from appealing any readjustment by Lessor
pursuant to applicable law :

Relinquishment. Lessee may relinquish-all or portions of this Lease at any time by filing a
written notice of relinquishment with Lessor. Lessor may disapprove any relinquishment if
Lessee has failed to pay all rentals, royalties, and other amounts due and owing to the Lessor, if
the lease is otherwise not in good standing, or if relinquishment would in Lessor’s reasonable
determination cause waste of economically recoverable coal. Lessee may not relinquish parcels
smaller than a quarter-quarter section or surveyed lot. Upon approval, relinquishment shall
relieve the Lessee of all future rental obligations as to the relinquished lands effective as of the

4
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date of filing of the relinquishment, but shall not relieve Lessee from other obligations to the
extent provided in paragraph 15.2, Effect of Termination.

BONUS BID. Lessee agrees to pay Lessor an initial bonus bid in the sum of Two Million Four Hundred
Twelve Thousand Nine Hundred Dollars ($2,412,900) as partial consideration for Lessor’s issuance of
this Lease, payable in twelve equal annual instaliments of $201,075 commencing on the Effective Date.
The unpaid balance of the bonus bid shall not bear interest; provided, however, that if this Lease is
relinquished or otherwise terminated prior to the payment in full of the bonus bid, or if Lessee fails to
make any bonus bid payment when due, the entire unpaid balance of the bonus bid shall immediately
become due without regard to such relinquishment or termination, and such balance shall thereafter bear
interest as provided in paragraph 16.2, Interest. Lessor may require ANDALEX to submit and maintaina
letter of credit or other sufficient surety to secure Lessee’s obligation to pay the unpaid balance of the
bonus bid. The initial bonus bid may not be credited against any other bonus payments, annual rentals or
royalties accruing under this Lease.

RENTALS. Lessee agrees to pay Lessor an annual rental of three dollars ($3.00) for each acre and
fractional part thereof within the Leased Premises. Lessee shall promptly pay annual rentals each year in
advance on or before the anniversary date of the Effective Date. Lessee may not credit rentals against
production royalties or against minimum royalties payable pursuant to paragraph 3.3, Diligent Operations;
Minimum Royalty.

ROYALTIES.

6.1  Production Royaltiés. Lessee shall pay Lessor a production royalty of eight per cent (8%) of the
'value of all coal severed, removed and sold, used or otherwise disposed of from the Leased
Premises. For all coal sold pursuant to an arm’s-length contract, value shall be determined on the
basis of the gross proceeds received by Lessee from the sale or disposition of such coal. Gross -
proceeds shall include all bonuses, allowances or other consideration of any nature received by
Lessee for coal actually produced. For any coal that is sold or disposed of other than by an
arms-length contract, or for coal that is used within the mine permit area containing the Leased
Premises for generation of electricity or for gasification, liquefaction, in situ processing, or other
method of extracting energy from such coal, the value of such coal shall be determined by Lessor
-with reference to (in order of priority): (i) comparable arms-length contracts or other dispositions
of like-quality coal produced in the same coal field; (ii) prices reported for that coal to a public
utility commission; (jii) prices reported to other governmental agencies; or (iv) other relevant
information.

6.2  Allowable Deductions. It is expressly understood and agreed that none of Lessee's mining or
production costs, including but not limited to costs for materials, labor, overhead, distribution,
transportation within the mine permit area prior to the point of sale, loading, crushing, sizing,
screening, or general and administrative activities, may be deducted in computing Lessor’s
royalty. All such costs shall be entirely borne by Lessee and are anticipated by the rate of royalty

5 -
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set forth in this Lease. In the event that the point of sale for coal produced from this Lease is
located outside the mine permit area boundary, Lessee may deduct the reasonable, actual costs of
transportation of such coal from the mine permit area boundary to the point of sale from gross
proceeds in computing Lessor’s royalty; provided, however, that transportation deductions for
coal transported by Lessee, Lessee’s affiliates, or by non-arm’s-length contract are subject to
review and modification by Lessor. Lessee shall be allowed to deduct its actual, reasonable
washing and treatment costs from gross proceeds in computing Lessor’s royalty; provided,
however, that, upon Lessor’s request Lessee shall provide to Lessor appropriate justification to
demonstrate that Lessee’s costs are reasonable.

Reference to Federal Regulations. It is the intent of Lessor and Lessee that the calculation of the
value of coal for royalty purposes be consistent with federal coal regulations governing the
valuation of coal, except where this Lease expressly provides otherwise. In no event shall the
value of coal used for calculation of royalties under this Lease be less than the value which would
be obtained were federal royalty valuation regulations applied.

Royalty Payment. For all coal severed and removed from the Leased Premises that is used, sold,
or otherwise disposed of during a particular month, Lessee shall pay royalties to Lessor on or
before the end of the next succeeding month. Royalty payments shall be accompanied by a
verified statement, in a form approved by Lessor, stating the amount of coal sold or otherwise
disposed of, the gross proceeds accruing to Lessee, the calculation of allowable deductions, and
any other information reasonably required by Lessor to verify production and disposition of the
coal or coal products. In the event that Lessee uses or disposes of coal pursuant to a
non-arm’s-length contract, or uses coal for generation of electricity or for gasification,
liquefaction, in situ processing, or other method of extracting energy from such coal, Lessee shall
notify Lessor of such use or disposal on or before the end of the next succeeding month following

- such use or disposal, and shall pay royalties upon Lessee’s good faith estimate of the value of

such coal, subject to Lessor’s right to determine the value of such coal pursuant to paragraph 6.1,
Production Royalties. '

Suspension, Waiver or Reduction of Rents or Royalties. Lessor, to the extent not prohibited by

applicable law, is authorized to waive, suspend, or reduce the rental or minimum royalty, or
reduce the royalty applicable with respect to the entire Lease, whenever in Lessor’s judgmentit is
necessary to do so in order to promote development, or whenever in the Lessor’s judgment the
Lease cannot be successfully operated under the terms provided herein.

7. RECORDKEEPING:; INSPECTION; AUDITS.

7.1

Registered Agent; Records. Lessee shall maintain a registered agent within the State of Utah to
whom any and all notices may be sent by Lessor and upon whom process may be served. Lessee -
shall also maintain an office within the State of Utah containing originals or copies of all maps,
engineering data, permitting materials, books, records or contracts (whether such documents are

6
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in paper or electronic form) generated by Lessee that pertain in any way to coal production, output
and valuation; mine operations; coal sales and dispositions; transportation costs; and calculation -
of royalties from the Leased Premises. Lessee shall maintain such documents for at least seven
years after the date of the coal production to which the documents pertain.

7.2 Inspection. Lessor’s employees and authorized agents at Lessor’s sole risk and expense shall
have the right to enter the Leased Premises to check scales as to their accuracy, and to goon any
part of the Leased Premises to examine, inspect, survey and take measurements for the purposes
of verifying production amounts and proper lease operations. Upon reasonable notice to Lessee,
Lessor’s employees and authorized agents shall further have the right to audit, examine and copy
(at Lessor’s expense) all documents described in paragraph 7.1, Registered Agent; Records,
whether such documents are located at the mine site or elsewhere. -Lessee shall furnish all
conveniences necessary for said inspection, survey, or examination; provided, however, that such

. inspections shall be conducted in a manner that is in conformance with all applicable mine safety
regulations and does not unreasonably interfere with Lessee’s operations.

7.3  Geologic Information. In the event Lessee conducts core-drilling operations. or other geologic
evaluation of the Leased Premises, Lessor may inspect core samples, evaluations thereof, and
proprietary geologic information concerning the Leased Premises.

74  Confidentiality. Any and all documents and geologic data obtained by Lessor through the
exercise of its rights as set forth in paragraphs 7.2, Inspection., and 7.4, Geologic Information.,
may be declared confidential information by Lessee, in which event Lessor and its authorized
agents shall maintain such documents and geologic data as protected records under the Utah
Governmental Records Access Management Act or other applicable privacy statute, and shall not
disclose the same to any third party without the written consent of Lessee, the order of a court of
competent jurisdiction requiring -such disclosure, or upon termination of this Lease or the
cessation of mining operations in the approved mining unit whichever is the last to occur.

USE OF SURFACE ESTATE.

8.1  Lessor-Owned Surface. If Lessor owns the surface estate of all or some portion of the Leased
Premises, by issuance of this Lease the Lessee has been granted the right to make use of such
lands to the extent reasonably necessary and expedient for the economic operation of the
leasehold. Lessee’s right to surface use of Lessor-owned surface estate shall include the right to
subside the surface. Such surface uses shall be exercised subject to the rights reserved to Lessor
as provided in paragraph 2, RESERVATIONS TO LESSOR, and without unreasonable
interference with the rights of any prior or subsequent lessee of Lessor.

8.2 Split-Estate Lands. If Lessor does not own the surface estate of any portion of the Leased
Premises, Lessee’s access to and use of the surface of such lands shall be determined by

applicable law governing mineral development on split-estate lands, including without limitation
7
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applicable statutes governing access by mineral owners to split estate lands, and reclamation and
bonding requirements. Lessee shall indemnify, defend and hold Lessor harmless for all claims,
causes of action, damages, costs and expenses (including attorney’s fees and costs) arising out of
or related to damage caused by Lessee’s operations to surface lands or improvements owned by
third parties. :

APPLICABLE LAWS AND REGULATIONS; HAZARDOUS SUBSTANCES

9.1

9.2

9.3

9.5

Trust Lands Statute and Regulations. This Lease is issued pursuant to the provisions of Title 53C,
Utah Code Annotated, 1953, as amended, and Lessee is subject to and shall comply with all
current and future rules and regulations adopted by the School and Institutional Trust Lands
Administration and its successor agencies.

Other Applicable Laws and Regulations. Lessee shall comply with all applicable federal, state
and local statutes, regulations, and ordinances, including without limitation the Utah Coal Mining

and Reclamation Act, applicable statutes and regulations relating to mine safety and health, and
applicable statutes, regulations and ordinances relating to public health, pollution control,
management of hazardous substances and environmental protection.

Hazardous Substances. Lessee [or other occupant pursuant to any agreement authorizing mining}
shall not keep on or about the premises any hazardous substances, as defined under 42 U.S.C.'
9601(14) or any other Federal environmental law, any regulated substance contained in or
released from any underground storage tank, as defined by the Resource Conservation and
Recovery Act, 42 U.S.C. ' 6991, et seq, or any substances defined and regulated as “hazardous™ by
applicable State law, (hereinafter, for the purposes of this Lease, collectively referred to as
“Hazardous Substances”) unless such substances are reasonably necessary in Lessee’s mining
operations, and the use of such substances or tanks is noted and approved in the Lessee’s mining
plan, and unless Lessee fully complies with all Federal, State and local laws, regulations, statutes,
and ordinances, now in existence or as subsequently enacted or amended, governing Hazardous
Substances. Lessee shall immediately notify Lessor, the Bureau of Land Management, the surface
management agency, and any other Federal, State and local agency with jurisdiction over the
Leased Premises, or contamination thereon, of (i) all reportable spills or releases of any
Hazardous Substance affecting the Leased Premises, (ii) all failures to comply with any applicable
Federal, state or local law, regulation or ordinance governing Hazardous Substances, as now
enacted or as subsequently enacted or amended, (iii) all inspections of the Leased Premises by, or
any correspondence, order, citations, or notifications from any regulatory entity. conceming
Hazardous Substances affecting the Leased Premises, (iv) all regulatory orders or fines or all
response or interim cleanup actions taken by or proposed to be taken by any government entity or -
private Party concerning the Leased Premises.

Hazardous Substances Indemnity. Lessee [or other occupant pursuant to any agreement

authorizing mining] shall indemnify, defend, and hold harmless Lessor and its agencies,
8
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employees, officers, and agents with respect to any and all damages, costs, liabilities, fees
(including attorneys’ fees and costs), penalties (civil and criminal), and cleanup costs arising out
of or in any way related to Lessee’s use, disposal, transportation, generation, sale or location upon
or affecting the Leased Premises of Hazardous Substances, as defined in paragraph 9.4 of this
Lease. This indemnity shall extend to the actions of Lessee’s employees, agents assigns,
sublessees, contractors, subcontractors, licensees and invitees. Lessee shall further indemnify,

- defend and hold harmless Lessor from any and all damages, costs, liabilities, fees (including
attorneys’ fees and costs), penalties (civil and criminal), and cleanup costs arising out of orin any
way related to any breach of the provisions of this Lease concerning Hazardous Substances. This
indemnity is in addition to, and in no way limits, the general indemnity contained in paragraph
16.1 of this Lease.

9.6  Waste Certification. The Lessee, or their operating agent, shall provide upon abandonment,
transfer of operation, assignment of rights, sealing-off of a mined area, and prior to lease
relinquishment, certification to the Lessor, based upon a complete search of all the operator’s
records for the Lease, and upon its knowledge of past operations, there have been no reportable
quantities of hazardous substances as defined in 40 Code of Federal Regulations '302.4, or used
oil as defined in Utah Administrative Code R315-15, discharged (as defined at 33 U.S.C.
'1321(a)(2)), deposited or released within the Leased Premises, either on the surface or
underground, and that all remedial actions necessary have been taken to protect human health and

. the environment with respect to such substances. Lessee shall additionally provide to Lessor a
complete list of all hazardous substances, hazardous materials, and their respective Chemical
Abstracts Service Registry Numbers, and oil and petroleum products used or stored on, or
~ delivered to, the Leased Premises. Such disclosure will be in addition to any other disclosure
required by law or agreement. ~

10. BONDING.

10.1 Lease Bond Required. Upon the request of Lessor, Lessee shall execute and file with the Lessora
good and sufficient bond or other financial guarantee acceptable to Lessor in order to:
(a) guarantee Lessee’s performance of all covenants and obligations under this Lease, including
Lessee’s obligation to pay praduction royalties; and (b) ensure compensation for damage, if any,
to the surface estate and any surface improvements. The Lease Bond shall meet all federal
mineral lease bond requirements as described in 43 Code of Federal Regulations Subpart 3474.

10.2  Reclamation Bonding. The bond filed with the Utah Division of Oil, Gas and Mining
(“UDOGM™) in connection with the issuance of a mine permit which includes the Leased
Premises shall be deemed to satisfy Lessor’s bonding requirements with respect to Lessee’s
reclamation obligations under this Lease; provided, however, upon notice to Lessee and a public
hearing with respect to the basis for its decision, the Lessor may, in its reasonable discretion,
determine that the bond filed with UDOGM is insufficient to protect Lessor’s interests. In such
an event the Lessor shall enter written findings as to the basis for its calculation of the perceived

o 9
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insufficiency and enter an order establishing the amount of additional bonding required. Lessee
shall file any required additional bond with Lessor within thirty (30) days after demand by Lessor.
Lessor may increase or decrease the amount of any additional bond from time to time in
accordance with the same procedure. '

Release of Additional Bond. Any additional bond required by Lessor pursuant to 10.2,

- Reclamation Bonding, may be released by Lessor at any time and shall be released no later than

the time of final bond release by UDOGM with respect to the Leased Premises.

11.  WATER RIGHTS.

11.1

11.2

Water Rights in Name of Lessor. If Lessee files to appropriate water for coal mining operations
on the Leased Premises, the filing for such water right shall be made by Lessee in the name of
Lessor at no cost to Lessor, and such water right shall become an appurtenance to the Leased
Premises, subject to Lessee’s right to use such water right at no cost during the term of this Lease.

Option to Purchase. If Lessee purchases or acquires an existing water right for coal mining
operations on the Leased Premises, Lessor shall have the option to acquire that portion of such
water right as was used on the Leased Premises upon expiration or termination of this Lease. The
option price for such water right shall be the fair market value of the water right as of the date of
expiration or termination of this Lease. Upon expiration or termination of this Lease, Lessee shall
notify Lessor in writing of all water rights purchased or acquired by Lessee for coal mining
operations on the Leased Premises and its estimate of the fair market value of such water right.
Lessor shall then have forty-five (45) days to exercise its option to acquire the water by payment
to Lessee of the estimated fair market value. If Lessor disagrees with Lessee’s estimate of fair
market value, Lessor shall notify Lessee of its disagreement within the 45 day option exercise
period. The fair market value of the water right shall then be appraised by a single appraiser
mutually acceptable to both parties, which appraisal shall be final and not subject to review or
appeal. If the parties cannot agree upon the choice of an appraiser, the fair market value of the
water right shall be determined by a court of competent jurisdiction. Conveyance of any water
right pursuant to this paragraph shall be by quit claim deed. » :

12. - ASSIGNMENT OR SUBLEASE: OVERRIDING ROYALTIES.

12.1

Consent Required. Lessee shall not assign or sublease this Lease in whole or in part, or otherwise
assign or convey any rights or privileges granted by this Lease, including, without limitation,
creation of overriding royalties or production payments, without the prior written consent of
Lessor. Any assignment, sublease or other conveyance made without prior written consent of
Lessor shall have no legal effect unless and until approved in writing by Lessor. Exercise of any
right with respect to the Leased Premises in violation of this provision shall constitute a default
under this Lease.

10
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12.2  Binding Effect. All of the terms and provisions of this Lease shall be binding upon and shall
inure to the benefit of the parties respective successors, assigns, and sublessees.

12.3  Limitation on Overriding Royalties. Lessor reserves the right to disapprove the creation of an
overriding royalty or production payment that would, in Lessor’s reasonable discretion, constitute
an unreasonable economic burden upon operation of the Lease. In exercising its discretion to
disapprove the creation of an overriding royalty, Lessor shall consult with Lessee and any third
parties involved and shall prepare findings to evidence the basis of its decision. Cumulative
overriding royalties of 2% or less shall be deemed presumptively reasonable unless special
circumstances are shown by Lessor to exist.

OPERATIONS.

13.1 Permitting. Before Lessee commences exploration, drilling, or mining operations on the Leased
Premises, it shall have obtained such permits and posted such bonds as may be required under
applicable provisions of the Utah Coal Mining and Reclamation Act, the Surface Mining Control
and Reclamation Act, and associated regulations, together with applicable regulations of the
surface management agency. Lessee shall maintain any required permits in place for the duration
of mining operations and reclamation. Upon request, Lessee shall provide Lessor with a copy of
all regulatory filings relating to permitting matters.

13.2  Plan of Operations. Prior to the commencement of any underground mining operations on the.
Leased Premises, Lessee shall obtain Lessor’s approval of a plan of operations for the Leased
Premises. The plan of oﬁératidns shall contain all information required to be contained in a
federal Resource Recovery and Protection Plan, as described in 43 Code of Federal Regulations §
3482.1(b) and (c) (1998). Lessor may modify the proposed plan of operations as is needed to
insure that there is no waste of economically recoverable coal reserves contained on the Leased
Premises. In this context "waste” shall mean the inefficient utilization of, or the excessive or
improper loss of an otherwise economically recoverable coal resource. Lessor shall notify Lessee
in writing of its approval or modifications of the plan of operations. The plan of operations
submitted by Lessee shall be deemed approved by Lessor if Lessor has not otherwise notified
Lessee within sixty (60) days of filing. \

133 Plan of Operations - Modification. In the event that material changes are required to the plan of

operations during the course of mining, Lessee shall submit a modification of the plan of
operations to the Lessor. Routine adjustments to the plan of operations.based upon geologic
circumstances encountered during day-to-day mining operations do not require the submission of
amodification. If the proposed changes require emergency action by Lessor, then the Lessee shall
so notify the Lessor at the time of submission of the modification and the parties shall use their
best efforts to meet the Lessee’s time schedule regarding implementation of the changes.
Non-emergency modifications will be reviewed promptly by Lessor to insure that there is no
waste of economically recoverable coal reserves pursuant to the plan of operations, as modified,
11 :
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and Lessor shall notify lessee in writing of its approval or modification of the proposed
modification. Modifications shall be deemed approved by Lessor if Lessor has not otherwise
notified Lessee within thirty (30) days of filing.

Mine Maps. Lessee shall maintain at the mine office clear, accurate, and detailed maps of all
actual and planned operations prepared and maintained in the manner prescribed by 43 Code of
Federal Regulations §3482.3 (1998). Lessee shall provide copies of such maps to Lessor upon
request.

Good Mining Practices. Lessee shall conduct exploration and mining operations on the Leased
Premises in accordance with standard industry operating practices, and shall avoid waste of
economically recoverable coal. Lessee shall comply with all regulations and directives of the
Mine Safety and Health Administration or successor agencies for the health and safety of
employees and workers. Lessee shall further comply with the performance standards for
underground resource recovery set forth at 43 Code of Federal Regulations § 484.1(c) (1998);
provided, however, that Lessor may waive such standards from time to time in its reasonable
discretion, upon request by Lessee. Coal shall be mined from this Lease by underground methods
only.

Mining Units. Lessor may approve the inclusion of the Leased Premises in a mining unit with
federal, private or other non-state lands upon terms and conditions that it deems necessary to

protect the interests of the Lessor, including without limitation segregation of production,

accounting for commingled coal production, and minimum production reqmrements or minimum
royalties for the Leased Premises.

EQUIPMENT; RESTORATION.

14.1

Equipment. Upon termination of this Lease, Lessee shall remove, and shall have the right to
remove, all improvements, equipment, stockpiles, and dumps from the Leased Premises within -
six (6) months; provided, however, that Lessor may, at Lessor’s sole risk and expense, and subject
to Lessee’s compliance with requirements imposed by UDOGM and MSHA, require Lessee to
retain in place underground timbering supports, shaft linings,.rails, and other installations
reasonably necessary for future mining of the Leased Premises. All improvements and equipment
remaining on the Leased Premises after six (6) months may be deemed forfeited to Lessor upon
written notice of such forfeiture to Lessee. Lessee may abandon underground improvements,
equipment of any type, stockpiles and dumps in place if such abandonment is in compliance with
applicable law, and further provided that Lessee provides Lessor with financial or other
assurances sufficient in Lessor’s reasonable discretion to protect Lessor from future
environmental liability with respect to such abandonment or any associated hazardous waste spills
or releases. Lessee shall identify and locate on the mine map the location of all equipment
abandoned on the Lease Premises. ‘

12
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14.2  Restoration and Reclamation. Upon termination of this Lease, Lessee shall reclaim the Leased
Premises in accordance with the requirements of applicable law, including mine permits and
reclamation plans on file with UDOGM. Lessee shall further abate any hazardous condition on or
associated with the Leased Premises. Lessee and representatives of all governmental agencies
having jurisdiction shall have the right to re-enter the Leased Premises for reclamation purposes
for a reasonable period after termination of the Lease.

DEFAULT

15.1  Notice of Default; Termination. Upon Lessee’s violation of or failure to comply with any of the
terms, conditions or covenants set forth in this Lease, Lessor shall notify Lessee of such default by
registered or certified mail, return receipt requested, at the last address for Lessee set forth in
Lessor’s files. Lessee shall then have thirty (30) days, or such longer penod as may be granted in
writing by Lessor, to either cure the default or request a hearing pursuant to the Lessor’s
administrative adjudication rules. In the event Lessee fails to cure the default or request a hearing
within the specified time period, Lessor may cancel this Lease without further notice to or appeal
by Lessee.

15.2  Effect of Termination. The termination of this Lease for any reason, whether through expiration,
cancellation or relinquishment, shall not limit the rights of the Lessor to recover any royalties
and/or damages for which Lessee may be liable, to recover on any bond on file, or to seek
injunctive relief to enjoin continuing violations of the Lease terms. No remedy or election under
this Lease shall be deemed exclusive, but shall, wherever possible, be cumulative with all other
remedies available under this Lease, at law, or in equity. Lessee shall surrender the Leased
Premises upon termination; however, the obligations of Lessee with respect to reclamation,
indemnification and other continuing covenants 1mposed by this Lease shall survive the
termination.

MISCELLANEOUS PROVISIONS.

16.1 Indemnity. Except as limited by paragraph 7.2, Inspection, Lessee shall indemnify and hold
Lessor harmless for, from and against each and every claim, demand, liability, loss, cost, damage
and expense, including, without limitation, attorneys’ fees and court costs, arising in any way out .
of Lessee’s occupation and use of the Leased Premises, including without limitation claims for
death, personal injury, property damage, and unpaid wages and benefits. Lessee further agrees to
indemnify and hold Lessor harmless for, from and against all claims, demands, liabilities,
damages and penalties arising out of any failure of Lessee to comply with any of Lessee’s
obligations under this Lease, including without limitation attorneys’ fees and court costs.

16.2  Interest. Except as set forth in paragraph 4, BONUS BID, interest shall accrue and be payable on
all obligations arising under this Lease at such rate as may be set from time to time by rule -

13
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enacted by Lessor. Interest shall accrue and be payable, without necessity of demand from the
date each such obhgat:on shall arise.

Suspension. In the event that Lessor in its reasonable discretion determines that suspension is
necessary in the interests of conservation of the coal resource, or if Lessee has been prevented
from performing any of its obligations or responsibilities under this Lease or from conducting
mining operations by labor strikes, fires, floods, explosions, riots, adverse coal quality rendering
the coal unmarketable, any unusual mining casualties or conditions, Acts of God, government
restrictions or orders, severe weather conditions, or other extraordinary events beyond its control,

then the time for performance of this Lease by Lessee shall be suspended during the continuance
of such acts which prevent performance, excepting any payments due and owing to Lessor.

Consent to Suit; Jurisdiction. This Lease shall be governed by the laws of the State of Utah;
Lessor and Lessee agree that all disputes arising out of this Lease shall be litigated only in the
Third Judicial District Court for Salt Lake County, Utah; Lessee consents to the jurisdiction of
such court; and Lessee shall not bring any action against Lessor without exhaustion of available
administrative remedies and compliance with applicable requirements of the Utah Governmental
Immunity Act.

No Waiver. No waiver of the breach of any provision of this Lease shall beA construed as a waiver
of any preceding or succeeding breach of the same or any other provision of this Lease, nor shall
the acceptance of rentals or royalties by Lessor during any period of time in which Lessee is in
default be deemed to bea waiver of such default. :

Sevcrabnhty The invalidity of any provision of this Lease, as determined by acourt of competent
jurisdiction, shall in no way affect the validity of any other provision hereof.

Entire Lease. This Lease, together with any attached stipulations, sets forth_ the entire agreement
between Lessor and Lessee with respect to the subject matter of this Lease. . No subsequent

alteration or amendment to this Lease shall be binding upon Lessor and Lessee unless in writing
and signed by each of them.

14
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IN WITNESS WHEREQF, the pérties have executed this Lease as of the date hereinabove first written.

THE STATE OF UTAH, acting by and through the
: SCHOOL AND INSTITUTIONAL TRUST LANDS
APPROVED AS TO FORM: ADMINISTRATION (“LESSOR”)
Mark L. Shurtleff
KEVIN S. CARTER, DIRECTOR

ATTORNEY GENERAL o
' BYM
By, %M 4 R
Y A Z7 -
Form Approved: 3/ 2L/, 63

LESSEE:

ANDALEX Resources, Inc.
a Delaware corporation

Douglas H. Smith
President

INTERMOUNTAIN POWER AGENCY,
a political subdivision of the State of Utah

By: /6(_,( C D) JO(M.,Q?L
Reed T. Searle
General Manager

15
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STATE OF UTAH )
: ss.
COUNTY OF SALT LAKE )

On theR(Y day of ma_am_, 2003, personally appeared before me Kevin S. Carter, who being by -
me duly sworn did say that he is Director of the School and Institutional Trust Lands Administration of the State ©
of Utah and the signer of the above instrument, who duly acknowledged that he executed the same. '

Given under my hand and seal this<d4,%1) day of “/’Y\a Neh , 2003.

LYNDA BELNAP
AR UBLY - SAE of UMY Q%jm.mw
BALT LAXE CITY, UT 84102 Notduy Public

COMM. EXR 4-01-2008 Residing att_,éée Ll -

- My commission expires: (/ —{-0¢,

STATE OF UTAH )
SS.

COUNTY OF SALT LAKE )

Onthe 2% Mday of_Mare 4 » 2003, personally appeared before me Douglas H. Smith,
who being duly sworn did say that he is the President of ANDALEX Resources, Inc., and the si guer of the above -
instrument, who duly acknowledged to me that said corporation executed the same. ~

Given under my hand and seal this _ 2574 dayof __/Hare 4 : _ 2003.

,//mz Gl

Notary Public 7 )
Residing at:__ Sq /4 Lofe Coun '/y ] U-&r(

My commission expires: 76 7 (., 2006 NOTARY PUBLIC

WAYNE L. CROUCH

STATE OF UTAH )

16
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. ss.
COUNTY OF SALT LAKE )

L
Onthe 2§  dayof__ Mavel, , 2003, personally appeared before me Reed T. Searle,

who being duly sworn did say that he is the General Manager of Intermountain Power Agency, who duly
acknowledged to me that said political subdivision executed the same.

Given under my hand and seal this _ éj day of 777//[ [A/ , ,2003.

Plonds Yorel oo,
resingar Stuth Qa1

My commission expires: 2/((, / oY

22\ NOTARY PUBLYG » STATE of UTAH
SOUTH JORDAN, UT 84008
COMM. EXP 02-16-2004
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GRANT: Multiple
UTAH STATE LEASE FOR COAL ]
ML 49287-OBA

THIS COAL MINING LEASE AND AGREEMENT (the “Lease”) is entered into and executed in
duplicate as of APRIL 1, 2004 (the “Effective Date”) by and between the STATE OF UTAH, acting by and
through the SCHOOL AND INSTITUTIONAL TRUST LANDS ADMINISTRATION, 675 East 500 South,

Suite 500, Salt Lake City, Utah 84102 ("Lessor"), and

ANDALEX Resources, Inc. INTERMOUNTAIN POWER AGENCY
45 West 10000 South, Suite 401 & c¢/o Department of Water & Power of the City of Los Angeles
Sandy, UT 84070 Attention: Coal Business Manager

Room 1263

111 North Hope Street

Los Angeles, California 90012

having business adciresses as shown above (cbllgctively "Lessee"), each with a 50% undivided interest.
WITNESSETH:

That the State of Utah, as Lessor, in consideration of the rentals, royalties, and other financial
consideration paid or required to be paid by Lessee, and the covenants of Lessee set forth below, does hereby

RANT AND LEASE to Lessee the exclusive right and privilege to explore for, drill for, mine, remove,
port, convey, cross-haul, commingle, and sell the coal located within the boundaries of the

following-described tract of land (the “Leased Premises”) located in Carbon County, State of Utah:

T14S, R13E, SLB&M
Sec. 3: Lots 1, 2, 3, S2N2, S2

Sec. 10: W2NW4, SW4, SW4SE4
Containing 881.10 acres, more or less.

Together with the right and privilege to make use of the surface (but only to the extent owned by Lessor) and
subsurface of the Leased Premises for uses incident to the mining of coal by Lessee on the Leased Premises or on
other lands under the control of Lessee or mined in connection with operations on the Leased Premises,
including, but not limited to, conveying, storing, loading, hauling, commingling, cross-hauling, and otherwise
transporting coal; excavating; removing, stockpiling, depositing and redepositing of surface materials; and the
subsidence, mitigation, restoration and reclamation of the surface, '

This Coal Mining Lease and Agreement is subject to, and Lessee hereby agrees to and accepts, the
following covenants, terms, and conditions:

1. LEASED MINERALS.

1.1 Coal. This mineral lease covers coal, which shall mean and include black or brownish-black solid

. fossil fuels that have been subjected to the natural processes of coalification, and which fall
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1.3
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within the classification of coal by rank as anthracitic, bituminous, sub-bituminous, or lignitic,
together with closely associated substances which include, but are not limited to other
hydrocarbon substances physically contained within the same geologic strata as the coal. In the
event that minerals other than coal are discovered during lease operations, Lessee shall promptly
notify the Lessor.

Coalbed Methane. To the extent that Lessor owns gas, coalbed methane or coal seam gas
(collectively “coalbed methane”) within the Leased Premises, Lessee may remove, vent, flare or
capture such coalbed methane from the coal strata being mined and any overlying formations if
such removal is necessary for safety reasons in the reasonable discretion of Lessee. If Lessee
captures or uses such coalbed methane, it shall pay Lessor royalties on the value of such coalbed
methane at the prevailing state royalty rate for natural gas, unless such royalties are expressly
waived by Lessor. In the event that Lessor does not own coalbed methane within the Leased
Premises, Lessee must obtain the consent of the owner of such coalbed methane prior to removal
or capture of such gas. Except as expressly granted herein, the right to extract gas, coalbed
methane and coal seam gas is not granted by this Lease.

No Warranty of Title. Lessor claims title to the mineral estate covered by this Lease. Lessordoes
not warrant title nor represent that no one will dispute the title asserted by Lessor. It is expressly

-agreed that Lessor shall not be liable to Lessee for any alleged deficiency in title to the mineral

estate, nor shall Lessee become entitled to any refund for any rentals, bonuses, or royalties paid
under this Lease in the event of title failure.

RESERVATIONS TO LESSOR. Subject to the exclusive rights and privileges granted to Lessee under
this Lease, and further provided that Lessor shall refrain from taking actions with respect to the Leased
Premises that may unreasonably interfere with Lessee’s operations, Lessor hereby excepts and reserves
from the operation of this Lease the following rights and privileges (to the extent that Lessor has the right

to grant such rights and privileges):

2.1

2.2

2.3

Rights-of-Way and Easements. Lessor reserves the right, following consultation with the Lessee,
to establish rights-of-way and easements upon, through or over the Leased Premises, under terms

and conditions that will not unreasonably interfere with operations under this Lease, for roads,
pipelines, electric transmission lines, transportation and utility corridors, mineral access, and any
other purpose deemed reasonably necessary by Lessor.

Other Mineral Leases. Lessor reserves the right to enter into mineral leases and agreements with

ird parties covering minerals other than coal, under terms and conditions that ‘will not
unreasonably interfere with operations under this Lease in accordance with Lessor's regulations, if
any, governing multiple mineral development. ' '

Use and Disposal of Surface. To the extent that Lessor owns the surface estate of the Leased
Premises and subject to the rights granted to the Lessee pursuant to this Lease, Lessor reserves the

-2-
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right to use, lease, sell, or otherwise dispose of the surface estate or any part thereof. Lessor shall
notify Lessee of any such sale, lease, or other disposition of the surface estate.

24  Previously Authorized Improvements. If authorized improvements have been placed upon the
Leased Premises by a third party prior to the commencement of this Lease, Lessee shall allow the

owner of such improvements to remove them within ninety (90) days after the Lease term
commences. Nothing in this paragraph shall authorize Lessee to remove surface improvements
where Lessor does not own the surface estate. :

2.5  Rights Not Expressly Granted. Lessor further reserves all ri ghts and privileges of every kind and
nature, except as specifically granted in this Lease.

TERM OF LEASE: READJUSTMENT.

3.1  Primary Term. This Lease is granted for a “primary term” of ten (10) years commencing on the
Effective Date and for a “secondary term” of an additional ten (10) years, subject to Lessce's
‘compliance with the requirements of paragraph 3.3, Diligent Operations; Minimum Royalty.

3.2  Extension Beyond Secondary Term. Subject to Lessee's compliance with the other provisions of
this Lease, this Lease shall remain in effect beyond the secondary term and for as long thereafter
as coal is produced in commercial quantities from the Leased Premises, or from lands constituting
either (i) a logical mining unit approved by the Bureau of Land Management containing the
Leased Premises, or (ii) a mining unit, in which the recoverable coal reserves can be developed in
an efficient, economical and orderly manner as a unit with due regard to the conservation of
recoverable coal reserves. The second type of mining unit requires a determination by the Lessor
that the criteria set forth in item (ii) have been satisfied. The satisfaction of either (i) or (ii) above
shall mean that the Lease is contained within an “approved mining unit.” For the purposes of this
Lease, production of coal in commercial quantities shall mean production during each lease year
of at least one per cent (1%) of the recoverable coal reserves within the Leased Premises or within
lands constituting an approved mining unit which includes the Leased Premises, as such
recoverable coal reserves are determined by Lessor after consultation with Lessee, subject to

adjustment from time to time based upon reasonable justification from the Lessee.

3.3 Diligent Operations: Minimum Royalty. In the absence of actual production in commercial
quantities as set forth in paragraph 3.2, Extension Beyond Secondary Term, this Lease shall
remain in effect beyond the primary term only if the Lessee is engaged in diligent operations,
exploration, research, or development activity (which development activity shall include, but not
be limited to, pursuit of required permits and approvals) which in Lessor's reasonable discretion is
calculated to advance development or production of coal from the Leased Premises or lands
constituting an approved mining unit which includes the Leased Premises, and Lessee pays an
annual minimum royalty in advance on or before the anniversary date of the Effective Date. The

minimum royalty shall be calculated by determining the production royalty that would be payable

-3-
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upon production of one per cent (1%) of the recoverable coal reserves within the Leased
Premises, as such recoverable coal reserves are determined by Lessor after consultation with
Lessee, subject to adjustment from time to time based upon reasonable justification from the
Lessee. The unit value of the recoverable coal reserves for purposes of determining the minimum
royalty shall be determined by Lessor using the methodology set forth in 43 Code of Federal
Regulations §3483.4(c)(1)-(3) (1998). Minimum royalties paid by Lessee pursuant to this

- paragraph may be credited against production royalties accruing during the term of this Lease.

Expiration; Cessation of Production. This Lease may not be extended pursuant to paragraph 3.3,
Diligent Operations; Minimum Royalty, beyond the end of the twentieth year after the Effective

Date except by the actual production of coal in commercial quantities from the Leased Premises
or from lands constituting an approved mining unit which includes the Leas\ed Premises. After
expiration of the secondary term, this Lease will expire of its own terms, without the necessity of
any notice or action by Lessor, if Lessee ceases production of €oal in commercial quantities for an
entire lease year, unless the Lease is suspended pursuant to paragraph 16.3, Suspension.

- Readjustment. At the end of the primary term and at the end of each period of ten ( 10) years

thereafier, Lessor may readjust the terms and conditions of this Lease (including without
limitation rental rates, minimum royalties, royalty rates and valuation methods, and provisions

. concerning reclamation). If within thirty (30) days after submission-of the readjusted lease terms
to the Lessee, the Lessee determines that any or all of the proposed readjusted terms and

conditions are unacceptable, then Lessee shall so notify Lessor in writing and the parties shall
attempt to resolve the objectionable term or condition. If the parties are unable to resolve the
matter and agree upon the readjusted terms and conditions submitted by Lessor at the end of such
ten (10) year period, Lessee shall forfeit any right to the continued extension of this lease, and the
lease shall automatically terminate, provided that nothing herein shall be deemed to preclude
Lessee from appealing any readjustment by Lessor pursuant to applicable law

Relinquishment. Lessee may relinquish all or portions of this Lease at any time by filing a
written notice of relinquishment with Lessor. Lessor may disapprove any relinquishment if
Lessee has failed to pay all rentals, royalties, and other amounts due and owing to the Lessor, if
the lease is otherwise not in good standing, or if relinquishment would in Lessor’s reasonable
determination cause waste of economically recoverable coal. Lessee may not relinquish parcels
smaller than a quarter-quarter section or surveyed lot. Upon approval, relinquishment shall

" relieve the Lessee of all future rental obligations as to the relinquished lands effective as of the

date of filing of the relinquishment, but shall not relieve Lessee from other obligations to the
extent provided in paragraph 15.2, Effect of Termination,

BONUS BID. Lessee'agrecs to pay Lessor, an initial bonus bid in the sum of $1,400,000.00 as partial

consideration for Lessor's issuance of this Lease, payable in not more than five equal annual installments
of $280,000.00. The first annual installment is due and payable upon submission of the bonus bid. Each

subsequent annual installment shall be paid on or before each anniversary date of the effective date of the

-4-
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lease until the total bonus bid has been paid in full. The unpaid balance of the bonus bid shall not bear
interest; provided, however, that if this Lease is relinquished or otherwise terminated prior to the payment
in full of the bonus bid, or if Lessee fails to make any bonus bid payment when due, the entire unpaid
balance of the bonus bid shall immediately become due without regard to such relinquishment or
termination, and such balance shall thereafter bear interest as provided in paragraph 16.2, Interest. Lessor
may require Lessee to submit a bond or other sufficient surety to secure Lessee's obligation to pay the
unpaid balance of the bonus bid. The initial bonus bid may not be credited against any other bonus
payments, annual rentals or royalties accruing under the lease.

RENTALS. Lessee agrees to pay Lessor an annual rental of three dollars ($3.00) for each acre and
fractional part thereof within the Leased Premises. Lessee shall promptly pay annual rentals each year in
advance on or before the anniversary date of the Effective Date. Lessee may not credit rentals against
production royalties or against minimum royalties payable pursuant to paragraph 3.3, Diligent Operations;
Minimum Royalty. :

ROYALTIES.

6.1  Production Royalties. Lessee shall pay Lessor a production royalty of eight per cent (8%) of the

value of all coal severed and removed from the Leased Premises. For all coal sold pursuant to an

- -arm’s-length contract, value shall be determined on the basis of the gross proceeds received by

Lessee from the sale or disposition of such coal. Gross proceeds shall include all bonuses,

allowances or other consideration of any nature received by Lessee for coal actually produced.

For any coal that is sold or disposed of other than by an arms-length contract, or for coal that is

used within the mine permit area containing the Leased Premises for generation of electricity or

for gasification, liquefaction, in situ processing, or other method of extracting energy from such

coal, the value of such coal shall be determined by Lessor with reference to (in order of priority):

(i) comparable arms-length contracts or other dispositions of like-quality coal produced in the

same coal field; (ii) prices reported for that coal to a public utility commission; (iii) prices
reported to other governmental agencies; or (iv) other relevant information.

6.2 Allowable Deductions. It is éxpressly understood and agreed that none of Lessee's mining or
production costs, including but not limited to costs for materials, labor, overhead, distribution,

transportation within the mine permit area prior to the point of sale, loading, crushing, sizing,
screening, or general and administrative activities, may be deducted in computing Lessor's
royalty. All such costs shall be entirely borne by Lessee and are anticipated by the rate of royalty
set forth in this Lease. In the event that the point of sale for coal produced from this Lease is
located outside the mine permit area boundary, Lessee may deduct the reasonable, actual costs of
transportation of such coal from the mine permit area boundary to the point of sale from gross
proceeds in computing Lessor’s royalty; provided, however, that transportation deductions for
coal transported by Lessee, Lessee’s affiliates, or by non-arm'’s-length contract are subject to
review and modification by Lessor. Lessee shall be allowed to deduct its actual, reasonable
washing and treatment costs from gross proceeds in computing Lessor’s royalty; provided,
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however, that, upon Lessor's request Lessee shall provide to Lessor appropriate justification to
demonstrate that Lessee's costs are reasonable. , :

6.3  Referenceto Fedcrai Regglavtions.‘ Itis the intent of Lessor and Lessee that the calculation of the
value of coal for royalty purposes be consistent with federal coal regulations governing the

valuation of coal, except where this Lease expressly provides otherwise. In no event shall the
value of coal used for calculation of royalties under this Lease be less than the value which would
be obtained were federal royalty valuation regulations applied.

6.4  Royalty Payment. For all coal severed and removed from the Leased Premises that is used, sold,
transported or otherwise disposed of during a particular month, Lessee shall pay royalties to
Lessor on or before the end of the next succeeding month. Royalty payments shall be
accompanied by a verified statement, in a form approved by Lessor, stating the amount of coal
sold or otherwise disposed of, the gross proceeds accruing to Lessee, the calculation of allowable
deductions, and any other information reasonably required by Lessor to verify production and
disposition of the coal or coal products. In the event that Lessee uses or disposes of coal pursuant
to a non-arm's-length .contract, or uses coal for generation of electricity or for gasification,
liquefaction, in situ processing, or other method of extracting energy from such coal, Lessee shall
notify Lessor of such use or disposal on or before the end of the next succeeding month following
_such use or disposal, and shall pay royalties upon Lessee’s good faith estimate of the value of such
coal, subject to Lessor’s right to determine the value of such coal pursuant to paragraph 6.1,

Production Royalties.

6.5  Suspension, Waiver or Reduction of Rents or Royalties. Lessor, to the extent not prohibited by
applicable law, is authorized to waive, suspend, or reduce the rental or minimum royalty, or
reduce the royalty applicable with respect to the entire Lease, whenever in Lessor's Jjudgment it is
hecessary to do so in order to promote development, or whenever in the Lessor’s Jjudgment the
Lease cannot be successfully operated under the terms provided herein.

RECORDKEEPING; INSPECTION: AUDITS.
N

7.1  Registered Agent; Records. Lessee shall maintain a registered agent within the State of Utah to
whom any and all notices may be sent by Lessor and upon whom process may be served. Lessee
shall also maintain an office within the State of Utah containing originals or copies of all maps,
engineering data, permitting materials, books, records or contracts (whether such documents are
in paper or electronic form) generated by Lessee that pertain in any way to coal production, output
and valuation; mine operations; coal sales and dispositions; transportation costs; and calculation
of royalties from the Leased Premises. Lessee shall maintain such documents for at least seven
years after the date of the coal production to which the documents pertain. ' ‘

7.2 Inspection. Lessor's employees and authorized agents at Lessor’s sole risk and expense shall have
the right to enter the Leased Premises to check scales as to their accuracy, and to £0 on any part of
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the Leased Premises to examine, inspect, survey and take measurements for the purposes of
verifying production amounts and proper lease operations. Upon reasonable notice to Lessee,
Lessor’s employees and authorized agents shall further have the right to audit, examine and copy
(at Lessor’s expense) all documents described in paragraph 7.1, Registered Agent; Records,
whether such documents are located at the mine site or elsewhere. Lessee shall furnish all
conveniences necessary for said inspection, survey, or examination; provided, however, that such
inspections shall be conducted in a manner that is in conformance with all applicable mine safety
regulations and does not unreasonably interfere with Lessee’s operations.

Federal Inspections. Lessee agrees that Bureau of Land Management (“BLM") agents authorized
by the Lessor may conduct underground inspections of the Leased Premises.

Geologic Information. In the event Lessee conducts core-drilling operations or other geologic
evaluation of the Leased Premises, Lessor may inspect core samples, evaluations thereof, and
proprietary geologic information concerning the Leased Premises.

- Confidentiality. Any and all documents and geologic data obtained by Lessor through the

exercise of its rights as set forth in paragraphs 7.2, Inspection., and 7.4, Geologic Information.,
may be declared confidential information by Lessee, in which event Lessor and its authorized
agents shall maintain such documents and geologic data as protected records under the Utah
Governmental Records Access Management Act or other applicable privacy statute and shall not,
disclose the same to any third party without the written consent of Lessee, the order of a court of
competent jurisdiction requiring such disclosure, or upon termination of this Lease.

USE OF SURFACE ESTATE.

8.1

82

Lessor-Owned Surface. If Lessor owns the surface estate of all or some portion of the Leased
Premises, by issuance of this Lease the Lessee has been granted the right to make use of such
lands to the extent reasonably necessary and expedient for the economic operation of the
leasehold. Lessee's right to surface use of Lessor-owned surface estate shall include the right to
subside the surface. Such surface uses shall be exercised subject to the rights reserved to Lessor
as provided in paragraph 2, RESERVATIONS TO LESSOR, and without unreasonable
interference with the rights of any prior or subsequent lessee of Lessor.

Split-Estate Lands. If Lessor does not own the surface estate of any portion of the Leased
Premises, Lessee’s access to and use of the surface of such lands shall be determined by
applicable law governing mineral development on split-estate lands, including without limitation
applicable statutes governing access by mineral owners to split estate lands, and reclamation and
bonding requirements. Lessee shall indemnify, defend and hold Lessor harmless for all claims,
causes of action, damages, costs and expenses (including attorney’s fees and costs) arising out of
or related to damage caused by Lessee's operations to surface lands or improvements owned by
third parties. ‘ ‘
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APPLICABLE LAWS AND REGULATIONS: HAZARDOUS SUBSTANCES

9.1  TrustLands Statute and Regulations. This Lease is issued pursuant to the provisions of Title 53C,
Utah Code Annotated, 1953, as amended, and Lessee is subject to and shall comply with all
current and future rules and regulations adopted by the School and Institutional Trust Lands

Administration.

9.2 Other Applicable Laws and Regulations. Lessee shall comply with all applicable federal, state
, including without limitation the Utah Coal Mining

and local statutes, regulations, and ordinances

and Reclamation Act, applicable statutes and regulations relating to mine safety and health, and
applicable statutes, regulations and ordinances relating to public health, pollution control,

management of hazardous substances and environmental protection.

9.3  Hazardous Substances. Lessee [or other occupant pursuant to any agreement authorizing mining]
- shall not keep on or about the premises any hazardous substances, as defined under 42 US.C. §
9601(14) or any other Federal environmental law, any regulated substance contained in or
released from any underground storage tank, as defined by the Resource Conservation and
Recovery Act, 42 U.8.C: § 6991, et seq; or any substances defined and regulated as “hazardous”

by applicable State law, (hereinafter, for the purposes of this Lease, collectively referred to as
“Hazardous Substances”) unless such substances are reasonably necessary in Lessee's mining
operations, and the use of such substances or tanks is noted and approved in the Lessee's mining
plan, and unless Lessee fully complies with all Federal, State and local laws, regulations, statutes,

and ordinances, now in existence or as subsequently enacted or amended, governing Hazardous
Substances. Lessee shall immediately notify Lessor, the Trust Lands Administration, the surface
management agency, and any other Federal, State and local agency with jurisdiction over the
Leased Premises, or contamination thereon, of (i) all reportable spills or releases of any
Hazardous Substance affecting the Leased Premises, (ii) all failures to comply with any applicable
Federal, state or local law, regulation or ordinance governing Hazardous Substances, as now
enacted or as subsequently enacted or amended, (iii) all inspections of the Leased Premises by, or

any correspondence, order, citations, or notifications from any regulatory entity concerning
Hazardous Substances affecting the Leased Premises, (iv) all regulatory orders or fines or all
response or interim cleanup actions taken by or proposed to be taken by any government entity or

* private Party concerning the Leased Premises.

9.4  Hazardous Substances Indemnity. Lessee [or other occupant pursuant to any agreement
authorizing mining] shall indemnify, defend, and hold harmless Lessor its agencies, employees,
officers, and agents with respect to any and all damages, costs, liabilities, fees (including
attorneys' fees and costs), Penalties (civil and criminal), and cleanup costs arising out of or in any

‘way related to Lessee's use, disposal, transportation, generation, sale or location upon or affecting
the Leased Premises of Hazardous Substances, as defined in paragraph 9.4 of this Lease. This

-8-
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. ) indemnity shall extend to the actions of Lessee's employees, agents assigns, sublessees,
contractors, subcontractors, licensees and invitees. Lessee shall further indemnify, defend and

hold harmless Lessor from any and all damages, costs, liabilities, fees (including attorneys’ fees

and costs), penalties (civil and criminal), and cleanup costs arising out of or in any way related to

any breach of the provisions of this Lease concerning Hazardous Substances. This indemnity is in

addition to, and in no way limits, the general indemnity contained in paragraph 16.1 of this Lease.

9.5  Waste Certification. The Lessee shall provide upon abandonment, transfer of operation,
assignment of rights, sealing-off of a mined area, and prior to lease relinquishment, certification
to the Lessor and the Trust Lands Administration that, based upon a complete search of all the
operator’s records for the Lease, and upon its knowledge of past operations, theré have been no
reportable quantities of hazardous substances as defined in 40 Code of Federal Regulations
§302.4, or used oil as defined in Utah Administrative Code R315-15, discharged (as defined at 33
U.S.C. §1321(a)(2)), deposited or released within the Leased Premises, either on the surface or

- underground, and that all remedial actions necessary have been taken to protect human health and
the environment with respect to such substances. Lessee shall additionally provide to Lessor a

- . complete list of all hazardous substances, hazardéus materials, and their respective Chemical
Abstracts Service Registry Numbers, -and oil and petroleum products used or stored on, or
delivered to, the Leased Premises. Such disclosure will be in addition to any other disclosure
required by law or agreement. , K ‘

10. BONDING.

. 10.1  Lease Bond Required. At the time this Lease is executed, Lessee shall execute and file with the
Lessor a good and sufficient bond or other financial guarantee acceptable to Lessor in order to:
(a) guarantee Lessee’s performance of all covenants and obligations under this Lease, including
Lessee’s obligation to pay royalties; and (b) ensure compensation for damage, if any, to the
surface estate and any surface improvements. The Lease Bond shall meet all federal mineral lease
bond requirements as described in 43 Code of Federal Regulations Subpart 3474. The Lease
Bond shall further provide that upon forfeiture of the Leased Premises to the State of Utah, the
Lease Bond shall be payable to the Trust Lands Administration.

10.2  Reclamation Bonding. The bond filed with the Utah Division of Oil, Gas and Mining
(“UDOGM") in connection with the issuance of a mine permit which includes the Leased
Premises shall be deemed to satisfy Lessor’s bonding requirements with respect to Lessee's
‘reclamation obligations under this Lease; provided, however, upon notice to Lessee and a public
hearing with respect to the basis for its decision, the Lessor may, in its reasonable discretion,
determine that the bond filed with UDOGM is insufficient to protect Lessor's interests. In such an

event the Lessor shall enter written findings as to the basis for its calculation of the perceived

_ insufficiency and enter an order establishing the amount of additional bonding required. Lessee

shall file any required additional bond with Lessor within thirty (30) days after demand by Lessor.
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Lessor may increase or decrease the amount of any additional bond from time to time in
accordance with the same procedure.

Release of Additional Bond. Any additional bond required by Lessor pursuant to 10.2,
Reclamation Bonding, may be released by Lessor at any time and shall be released no later than
the time of final bond release by UDOGM with respect to the Leased Premises.

WATER RIGHTS.

11.1

11.2

ASS

Water Rights in Name of Lessor. If Lessee files to appropriate water for coal mining operations
on the Leased Premises, the filing for such water right shall be made by Lessee in the name of

Lessor at no cost to Lessor, and such water right shall become an appurtenance to the Leased
Premises, subject to Lessee’s right to use such water right at no cost during the term of this Lease.

Option to Purchase. If Lessee purchases or acquires an existing water right for coal mining
operations on the Leased Premises, Lessor shall have the option to acquire that portion of such
water right as was used on the Leased Premises upon expiration or termination of this Lease. The
option price for such water right shall be the fair market value of the water right as of the date of
expiration or termination of this Lease. Upon expiration or termination of this Lease, Lessee shall

operations on the Leased Premises and its estimate of the fair market value of such water right.

Lessor shall then have forty-five (4 5) days to exercise its option to acquire the water by payment
to Lessee of the estimated fair market value. If Lessor disagrees with Lessee’s estimate of fair
market value, Lessor shall notify Lessee of'its disagreement within the 45 day option exercise
period. The fair market value of the water right shall then be appraised by a single appraiser
mutually acceptable to both parties, which appraisal shall be final and not subject to review or
appeal. If the parties cannot agree upon the choice of an appraiser, the fair market value of the
water right shall be determined by a court of competent jurisdiction. Conveyance of any water
right pursuant to this paragraph shall be by quit claim deed.

IGNMENT OR SUBLEASE: OVERRIDING ROYALTIES

M\%‘

12.1

12.2

Consent Required. Lessee shall not assign or sublease this Lease in whole or in part, or otherwise
assign or convey any rights or privileges granted by this Lease, including, without limitation,
creation of overriding royalties or production payments, without the prior written consent of
Lessor. Any assignment, sublease or other conveyance made without prior written consent of
Lessor shall have no legal effect unless and until approved in writing by Lessor. Exercise of any
right with respect to the Leased Premises in violation of this provision shall constitute a default

under this Lease. ‘

Binding Effect. All of the terms and provisions of this Lease shall be binding upon and shall
inure to the benefit of their respective successors, assigns, and sublessees.

-10-
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Limitation on Overriding Royalties. Lessor reserves the right to disapprove the creation of an
overriding royalty or production payment that would, in Lessor’s reasonable discretion, constitute

an unreasonable economic burden upon operation of the Lease. In exercising its discretion to
disapprove the creation of an overriding royalty, Lessor shall consult with Lessee and any third
parties involved and shall prepare findings to evidence the basis of its decision. Cumulative
overriding royalties of 2% or less shall be deemed presumptively reasonable unless special
circumstances are shown by Lessor to exist.

OPERATIONS.

13.1

132

133

Permitting. Before Lessee commences exploration, drilling, or nnmng operations on the Leased
Premises, it shall have obtained such permits and posted such bonds as may be required under
applicable provisions of the Utah Coal Mining and Reclamation Act, the Surface Mining Control
and Reclamation Act, and associated regulations, together with applicable regulations of the

l surface management agency. Lessee shall maintain any required permits in place for the duration

of mining operations and reclamation. Upon request, Lessee shall provide Lessor with a copy of
all regulatory filings relating to permitting matters.

Plan of Operations. Prior to the commencement of any.underground mining operations on the

Leased Premises, Lessee shall obtain Lessor’s approval of a plan of operations for the Leased

Premises. The plan of operations shall contain all information required to be contained in a
federal Resource Recovery and Protection Plan, as described in 43 Code of Federal Regulations §
3482.1(b) and (c) (1998). Lessor may modify the proposed plan of operations as is needed to
insure that there is no waste of economically recoverable coal reserves contained on the Leased
Premises. In this context “waste” shall mean the inefficient utilization of, or the excessive or
improper loss of an otherwise economically recoverable coal resource. Lessor shall notify Lessee
in writing of its approval or modifications of the plan of operations. The plan of operations

- submitted by Lessee shall be deemed approved by Lessor if Lessor has not otherwise notified

Lessee within sixty (60) days of filing:

Plan of Operations - Modification. In the event that material changes are required to the plan of

operations during the course of mining, Lessee shall submit a modification of the plan of
operations to the Lessor. Routine adjustments to the plan of operations based upon geologic
circumstances encountered during day-to-day mining operations do not require the submission of
amodification. If the proposed changes require emergency action by Lessor, then the Lessee shall
so notify the Lessor at the time of submission of the modification and the parties shall use their
best efforts to meet the Lessee’s time schedule regarding implementation of the changes.

Non-emergency modifications will be reviewed promptly by Lessor to insure that there is no

waste of economically recoverable coal reserves pursuant to the plan of operations, as modified,
and Lessor shall notify lessee in writing of its approval or modification of the proposed
modification.

-11-
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Mine Maps. Lessee shall maintain at the mine office clear, accurate, and detailed maps of all
actual and planned operations prepared and maintajned in the manner prescribed by 43 Code of
Federal Regulations § 3482.3 (1998). Lessee shall provide copies of such maps to Lessor upon

© request.

Good Mining Practices. Lessee shall conduct exploration and mining operations on the Leased
Premises in accordance with standard industry operating practices, and shall avoid waste of
economically recoverable coal. Lessee shall comply with all regulations and directives of the
Mine Safety and Health Administration or successor agencies for the health and safety of
employees and workers. Lessee shall further comply with the performance standards for

~ underground resource recovery set forth at 43 Code of Federal Regulations § 3484.1(c) (1 998);

provided, however, that Lessor may waive such standards from time to time in its reasonable
discretion, upon request by Lessee. Coal shall be mined from this Lease by underground methods

only.

Mining Units. Lessor may approve the inclusion of the Leased Premises in a mining unit with "~
federal, private or other non-state lands upon terms and conditions that it deems necessary to
protect the interests of the Lessor, including without limitation segregation of production,
accounting for commingled coal production, and minimum production requirements or mininuin
royalties for the Leased Premises,

14.  EQUIPMENT:; RESTORATION.

‘ 14.1

14.2

Equipment. Upon termination of this Lease, Lessee shall remove, and shall have the right to
remove, all improvements, equipment, stockpiles, and dumps from the Leased Premises within
six (6) months; provided, however, that Lessor may, at Lessor’s sole risk and expense, and subject

Restoration and Réclamation. Upon termination of this Lease, Lessee shall reclaim the Leased
Premises in accordance with the requirements of applicable law, including mine permits and
reclamation plans on file with UDOGM. Lessee shall further abate any hazardous condition on or

-12-
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. associated with the Leased Premises. Lessee and representatives of all governmental agencies
having jixrisdicﬁon shall have the right to re-enter the Leased Premises for reclamation purposes
for a reasonable period after termination of the Lease. '

15. DEFAULT

15.1  Notice of Default: Termination. Upon Lessee’s violation of or failure to comply with any of the
terms, conditions or covenants set forth in this Lease, Lessor shall notify Lessee of such default by
registered or certified mail, return receipt requested, at the last address for Lessee set forth in
Lessor’s files. Lessee shall then have thirty (30) days, or such longer period as may be granted in
writing by Lessor, to either cure the default or request a hearing pursuant to the Lessor’s
administrative adjudication rules. In the event Lessee fails to cure the default or request a hearing

- within the specified time period, Lessor may cancel this Lease without further notice to or appeal
by Lessee.

15.2  Effect of Termination. The termination of this Lease for any reason, whether through expiration,
cancellation or relinquishment, shall not limit the rights of the Lessor to recover any royalties
and/or damages for which Lessee may be liable, to recover on any bond on file, or to seek

~ injunctive relief to enjoin continuing violations of the Lease terms. No remedy or election under
.. this Lease shall be deemed exclusive, but shall, wherever possible, be cumulative with all other ™"
remedies available under this Lease, at law, or in equity. Lessee shall surrender the Leased
Premises upon termination; however, the obligations of Lessee with respect to reclamation,
indemnification and other continuing covenants imposed by this Lease shall survive the

‘ termination.

16.  MISCELLANEOUS PROVISIONS.

16.1 Indemnity. Except as limited by paragraph 7.2, Inspection, Lessee shall indemnify and hold
Lessor harmless for, from and against each and every claim, demand, liability, loss, cost, damage
and expense, including, without limitation, attorneys’ fees and court costs, arising in any way out
of Lessee's occupation and use of the Leased Premises, including without limitation claims for
death, personal inj ury, property damage, and unpaid wages and benefits. Lessee further agrees to
indemnify and hold Lessor harmless for, from.and against all claims, demands, liabilities,
damages and penalties arising out of any failure of Lessee to comply with any of Lessee’s
obligations under this Lease, including without limitation attorneys’ fees and court costs,

16.2  Interest. Except as set forth in paragraph 4, BONUS BID, interest shall accrue and be payable on
all obligations arising under this Lease at such rate as may be set from time to time by rule
enacted by Lessor. Interest shall accrue and be payable, without necessity of demand, from the
date each such obligation shall arise. '

-13-
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Suspension. In the event that Lessor in its reasonable discretion determines that suspension is
necessary in the interests of conservation of the coal resource, or if Lessee has been prevented

- from performing any of its obligations or responsibilities under this Lease or from conducting

mining operations by labor strikes, fires, floods, explosions, riots, any unusual mining casualties
or conditions, Acts of God, government restrictions or orders, severe weather conditions, or other
extraordinary events beyond its control, then the time for performance of this Lease by Lessee
shall be suspended during the continuance of such acts which prevent performance, excepting any
payments due and owing to Lessor. ,

Consent to Suit; Jurisdiction. This Lease shall be governed by the laws of the State of Utah,
Lessor and Lessee agree that all disputes arising out of this Lease shall be litigated only in the
Third Judicial District Court for Salt Lake County, Utah. Lessee consents to the jurisdiction of
such court. Lessee shall not bring any action against Lessor without exhaustion of available
administrative remedies and compliance with applicable requirements of the Utah Governmental

Immunity Act.

No Waiver. No waiver of the breach of any provision of this Lease shall be construed as a waiver
of any preceding or succeeding breach of the same or any other provision of this Lease, nor shall
the acceptance of rentals or royalties by Lessor during any period of time in which Lessee is in
default be deemed to be a waiver of such default. a S s -

Severability. The iﬁvalidity of any provision of this Lease, as determined by a court of competent.
jurisdiction, shall in no way affect the validity of any other provision hereof.

Special Stipulations. The special stipulations set forth in Exhibit “A” to this Lease are hereby
incorporated into and made an integral part of this Lease.

Entire Lease. This Lease, together with any attached stipulations, sets forth the entire agreement
between Lessor and Lessee with respect to the subject matter of this Lease. No subsequent
alteration or amendment to this Lease shall be binding upon Lessor and Lessee unless in writing
and signed by each of them.

-14-
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._ IN WITNESS WHEREOF, thé parties have executed this Lease as of the date hereinabove first written.

THESTATE OF UTAH, acting by and through the
A SCHOOL AND INSTITUTIONAL TRUST
APPROVED AS TO FORM: LANDS ADMINISTRATION (“LESSOR")
MARK L. SHURTLEFF

KEVIN S. CARTER, DIRECTOR
ATTORNEY GENERAL

‘ ‘ {
By. ,/WZ/M,’/ Thomas B. Faddies, Assistant Director/Minerals
Form Approved: = /z{/,s/u School & Institutional Trust Lands Administration - LESSOR
; : ARy i ,

ANDALEX RESOURCES, INC.

LESSEE _

By: é / r Lad] Z

Its: f)ouglas H. Smith, President
&

INTERMOUNTAIN POWER AGENCY
LESSEE

By: /‘ea.(c( D IJW/ZL

Its: : ,
' é;tm» /V{Cumac,-e/;/

-15-
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STATE OF UTAH )
COUNTY OF SALT LAKE )

executed the same.
Given under my hand and seal this 22 day of WM ,202 4

Bddine M. mﬁ/&MmOTARY PUBLIC, residing at: /(,%M, o
My Connnissiqn Expires: 9l phah1 24 , 2407 == DIANE M. DURRANT ]

£1 30\ NOTARY PUBLIC STATE of UTAH

i Giks 675E.5008,, STE. 500

e/ SALTLAKE oty unan 84102
COMM. EXP 3-29-07

STATE OF UTAH

COUNTY OF SALT LAKE )
Onthe [Z/ 4 day of_/Mare £ ,20.99 personally appeared before me.
Do vg fais H. Sm4Ah " who being duly sworn did say that he is an officer of

ANDALEX Resources, Inc. and that said instrument was signed in behalf of said corporation by resolution of
its Board of Directors, and said _Dovglc 4. S 44 acknowledged to me that said corporation executed

. the same.

Given under my hand and seal this / 7’14 day of _ Mar, 4 ,20 07 .

/MA%( XMNO 1t Salt /4é< (’du,y'fy’ UT4H

, . . . NOTARY PUBLTC
My Commission Expires: WA .
Y /e Ju 17 2 o0b 45 v;:f.'ﬁ«':oo?o'.’,ﬁ‘iﬁ','
STATE OF )
-COUNTY OF )

] Onthe /7 day of 27747‘6/1, ,20 0% personally appeared before me
eed 7. \5}4/\/@, » who being duly sworn did say that he is an officer of
INTERMOUNTAIN POWER AGENCY and that said instrument was signed in behalf of said corporation by
resolution of its Board of Directors, and said Read 7 \Sed/fe acknowledged to me that sajd
corporation executed the same,

Given under my hand and seal this /7 - day of _Peir 5//( , 20 ﬂ¥ .
NOTARY PUBLIC, residing at: Sa /i L2 e Cotenty, LLT-

My Cbmmission Expires:

NOTARY PUBLIC « STA TE of UTAH
10653 SOUTH RIVER FRONT PARKWAY 9120
SOUTH JORDAN yT 84095

COMMISSION EXPIRES: 09-01-2007

KRISTA R PAULL cm‘%&% R (el
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MEMORANDUM OF UNDERGROUND COAL LEASE

THIS MEMORANDUM OF COAL LEASE made and entered into effective as of the st
day of January, 2003, among PENTA CREEKS, L.L.C. (ak.a. Penta Creek LLC), a Utah
limited liability company and MAGNIFICENT SEVEN, L.L.C., a Utah limited liability
company, collectively referred to as “Lessors,” having a single address for purposes of this Lease
c/o Howard Jensen Real Estate, 111 East Clark Street, Albert Lea, Minnesota 56007; and
ANDALEX RESOURCES, IN C., a Delaware corporation, with an address at 45 West 10000
South, Suite 401, Sandy, Utah 84070, and INTERMOUNTAIN POWER AGENCY, a political
subdivision of the State of Utah, with an address at 480 East 6400 South, Murray, Utah 84107,
each having an undivided 50% ownership interest in the leasehold estate created by this Lease as
tenants in common and collectively referred to herein as “Lessee,” having a single address c/o
ANDALEX Resources, Inc., 45 West 10000 South, Suite 401, Sandy, Utah 84070.

WITNESSETH:

The parties hereto agree:

1. Upon the terms and conditions set forth in that certain Underground Coal Lease
(hereinafter “Lease™), effective of even date herewith, all of which are hereby incorporated
herein as if set forth in full, Lessors do hereby grant and lease unto Lessee for the purposes
described in paragraph 2 of this Memorandum of Underground Coal Lease and in the Lease

those certain lands situated in Carbon County, State of Utah, more particularly described as
follows, to-wit:

Township 14 South. Range 14 East, SLB&M

Section 6: Lot 7, SE1/4SW1/4
Section 7: Lots 1 and 2, NE1/4ANW /4, E12SW1/4, SW1/4SE1/4
Section 18:  Lots 2 and 3, NW1/4NE1/4

Less and excepting from the portion of the above described legal
subdivisions in Section 7, those lands described in that certain Quitclaim
Deed dated September 25, 1998 naming Penta Creeks, L.L.C. and
Magnificent Seven, L.L.C., as Grantors, and East Carbon City and
Sunnyside City as Grantees. Said Quitclaim Deed was recorded
September 30, 1998 in Book 418 at pages 56 to 58, Carbon County
Recorder, Utah.

And excepting and reserving to Lessors, to the extent of their ownership
interest therein, all water and water rights, and the right of Lessors to access, use
and divert those waters and water rights, (collectively herein the “Subject Water

Rights”) as follows:
INCORPORATED
Water Right No. 91-1640, including the beneficial use for stockwatering
purposes from a point on the Left Fork, Grassy Trail Creek, bAfiRnfhg 2003
SW1/4SW1/4, Section 6, Township 14 South, Range 14 East, SLBM, to a
DIV OF OlL. GAS 8 MINING



point in the NE1/4SW1/4, Section 7, Township 14 South, Range 14 East,
SLBM.

Water Right No. 91-3519, including the beneficial use for stockwatering
purposes from a point on the Right Fork, Grassy Trail Creek in the
NW1/4SE1/4, Section 6, Township 14 South, Range 14 East, SLBM, to a

point in the SE1/4SW1/4, Section 6, Township 14 South, Range 14 East,
- SLBM.

Water Right No. 91-3 520, including the beneficial use for stockwatering
purposes from a point in the NE1/4NW1/4, Section 7, Township 14 South,
Range 14 East, SLBM, to a point in the SE1/ANW1/4, Section 7,
Township 14 South, Range 14 East, SLBM.

Subject to the following rights of way and agreements as they exist at the time of
execution of this [ ease:

(1) Rights of third parties to access water rights on the leased premises.

(2) Rights of way for roadways, both public and private as may exist over
and across the leased premises.

(3) Memorandum Agreement by and between Kaiser Steel Corporation
and Frank Liddell and Effie Liddell, his wife, regarding cattle grazing and
watershed control recorded February 20, 1958, as Entry No. 84105, in Book 53, at
Page 204, Carbon County Recorder, Utah.

(4) The right of ingress and egress granted to Sunnyside Fuel Corporation
for the purpose of transporting, mining and removing tailings as contained in that
certain Deed, Assignment and Bill of Sale recorded December 29, 1987, as Entry
No. 19370, in Book 277, at Page 679, Carbon County Recorder, Utah.

(5) Reservation of an easement for the delivery of Water Rights Nos. 91-
362 and 91-367; also, a perpetual easement and right of way for water pipeline
facilities including pipes, valves and related equipment with the right, privilege
and authority to construct, operate, maintain, replace and repair said facilities
under, over and across certain lands, as set forth and reserved in that certain Quit
Claim Deed recorded March 27, 1996, as Entry No. 54278, in Book 370, at Page
121, Carbon County Recorder, Utah.

(6) Right of way and Easements granted to East Carbon City and
Sunnyside City for the following:

(A) For the purposes of maintaining the Grassy Trail Reservoir
Dam and appurtenant works and pipelines. INCORPORATED

(B) For the purposes of fluctuation of Grassy Trail Reéﬁcﬁrmgg
levels and inundation of a subject property in conjunction wi U'the
operation, maintenance and repair of the Grassy Trail Reg?&v&}r&agk & MINING
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(C) For ingress and egress for the purpose of inspecting, measuring
and insuring available flow of water.

(7) An easement originally in favor of Defense Plant Corporation to
construct, operate, maintain, reconstruct, enlarge, alter or remove a water pipeline
through and across certain lands, together with all rights and privileges, incident
thereto, recorded April 26, 1944, as Entry No. 42483, in Book 3-X, at Page 390,
Carbon County Recorder, Utah. Said Easement further set forth in various
instruments of record, including Notice of Agreement, recorded December 29,

1987, as Entry No. 19373, in Book 277, at Page 709, Carbon County Recorder,
Utah.

(8) As easement 25 feet in width for an existing water line connecting
Grassy Trail Reservoir in said Section 7 with the reservoir of East Carbon City in
Section 6, Township 15 South, Range 14 East, together with all rights and

privileges incident thereto, recorded October 27,1983, as Entry No. 1415, in
Book 233, at Page 182.

The term “leased premises™ as used in the Lease shall refer to said lands.

2. The Underground Coal Lease grants to Lessee the exclusive right and privilege to
explore for, mine (by any lawful underground mining method), remove extract, store, prepare,
ship and dispose of the coal and gas occurring in coal seams, beds or deposits when vented as a
non-commercial substance in conjunction with coal development or extraction operations
together with limited rights of access for environmental monitoring purposes. The leasing,
exploration for, or development of other minerals or substances other than coal and substances
mixed with coal shall not interfere in any way with the coal mining operations of the Lessee
during the term of this Lease. Leases related to other minerals issued by Lessors after the date of
this Lease shall be specifically made subject to the priority of the coal mining operations.

3. The term of the Lease is for a primary term of ten (10) years which commenced

on January 1, 2003 and so long thereafter as mining operations are being conducted by Lessee in
the general mining area.

IN WITNESS WHEREOF, the parties hereto have caused this Memorandum of

Underground Coal Lease and the Underground Coal Lease to be signed effective as of the day
and year first above written.

LESSORS:

SOCIAL SECURITY NUMBER OR PENTA CREEKS, L.L.C.
EMPLOYER IDENTIFICATION NO.: a Utah limited liability company

£7-0542%6

G
 OF Ol GAS & MINI

D
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SOCIAL SECURITY NUMBER OR
EMPLOYER IDENTIFICATION NO.:

Jo- 05366373

SaltLake-194536.1 0020261-00001

MAGNIFICENT SEVEN, L.L.C.
a Utah limited liability company

ﬂwf&’»i;\m

Its: |

~ T

LESSEE:

ANDALEX RESOURCES, INC.,
a Delaware corporation

By: ‘Jd / 7 )—K
DOUGLAS H. SMITH
President

Date: March //, 2003

INTERMOUNTAIN POWER AGENCY,
a political subdivision of the State of Utah

By: ,€u . .ffMEL
REED T. SEARLE
General Manager

Date: March /0, 2003

APR 0 7 7403

DIV OF OlL. GAS & MINING



STATE OF [Ninnesoia )

. S8,
COUNTY OF \Cfeequ )
On the %kday of mm , 2003, personally appeared before me
(0q_Iensen , the Mmembe of Penta Creeks,

L.L.C, a Utah limitedliability company, who signed the foregoing instrument on behalf of
Penta Creeks, L.L.C: and acknowledged to me that he executed the same.

Notary Public'
Residing at: “cu\u) oA, Wi

My commission expires:

Jom .3\
on:3 : doony 22 APRIL LYNNE HABANA
= NOTARY PUBLIC - MINNESOTA
MY COMMISSION
STATE OF {Y\i N o ) s ~PIRES JAN.31, 2007
: ss.
COUNTY OF G(-H)oo(m )
On the E‘day of m A~ » 2003, personally appeared before me
(6 Jdenc e , the AN of Magnificent

Seven, L.L.C., a Utah limited liability company, who signed the foregoing instrument on beha!f

of Magnificent Seven, L.L.C., and acknowledged to me that he executed the same.

Notary Public
Residing at: \’\ Oﬂ‘*) o£d N {Y\V\

My commission expires:

Jon. 2 ‘300"7

A APRIL LYNNE HABANA
vt NOTARY PUBLIC - MINNESOTA

MY COMMISSION
EXPIRES JAN. 31, 2007

ISR N SOAS ¥

INCORPORATED
APR © 7 2003

DIV OF OIL GAS & MINING
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- STATE OF UTAH )
. SS.
‘ COUNTY OF SALT L AKE )

h
~ Onthe L“_ day of March, 2003, personally appeared before me Douglas H. Smith, the
President of ANDALEX Resources, Inc., who signed the foregoing instrument on behalf of
ANDALEX Resources, Inc. and acknowledged to me that he executed the same.

Notary Public
Residingat:__ 5y Ulorke Coua l‘r‘ Jtah
My commission expires: :
C
o T.ly 200 ZR ey e,

{f":\ 45 West 10000 South #401

Sandy, Utah 84070
pires
e

Commission Ex
July 10, 2008
STATE OF UTAR

STATE OF BEAH NEVADA
. SS.
COUNTY OF SAEFEAKE C CAIUG-

On the ¢ day of March, 2003, personally appeared before me Reed T. Searle, the
B General Manager of Intermountain Power Agency, who signed the fore going instrument on
‘ behalf of Intermountain Power Agency and acknowledged to me that he executed the same.

NotaFy Public
Residing at: LAS VELAS NV

No. 01-69491.1
tres May 15, 2005

o -M}-caﬁlfn’ls-sfoﬁ'éiﬁfe's =
5-15-ps
INCORPORATED
APR 0 7 2003
. ' DIV OF Oli. GAS & MINING
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. R645-301-520 OPERATION PLAN
R645-301-521 GENERAL

WEST RIDGE Resources, Inc. holds federal coal leases SL-068754 and UTU-75862,
state lease ML 47711 and ML 49287 and the Penta Creek fee lease, totaling 6,964.34
acres in the West Ridge area of eastern Carbon County. Much of the Penta Creek Fee
Lease is not included within the permit area at this time and cannot be mined until the
permit is amended. Refer to Map 5-4B, Mining Projections - Extended Reserves.

The mine, will consist of one longwall and two continuous miner sections. The mining
sequence for the first five year term is shown on Map 5-4A, Mining Projections. Initial
mine production will come from reserves located in the southeastern portion of the
existing lease area. Panels will be developed to the north and south of the mains,
progressing in an eastward direction. With the existing leases, the projected life of the
West Ridge Mine is 15 years. After the economically recoverable reserves within the
permit area have been depleted, the portals would be sealed and reclamation of the
surface facility area would begin unless additional leases were acquired.

Surface facilities will be located in C Canyon, where the left and right forks converge,
in a previously disturbed area. The extent of the previous disturbance includes access

. roads, outcrop excavations and exploration drill holes. Previous disturbance at this site
is estimated to be approximately 1.62 acres. The total proposed surface disturbed area,
as delineated by the tan line on the maps, amounts to approximately 29 acres. Actual
anticipated disturbance for surface facilities and topsoil stockpiles (within the disturbance
area) is estimated at 26.02 acres. This includes approximately 0.79 acres of Carbon
County road which has been included in the disturbed area down to the C Canyon gate,
and 0.23 acres for the pumphouse area located below the minesite.

An alternate (substitute) topsoil borrow area would be located about 1 % miles to the
west of the proposed mine site on a ten acre parcel of State School Trust land. This area |
would not be included unless needed for final reclamation. No surface disturbance |
would take place at this location until the time of final reclamation. No additional
acreage should be required for the project as proposed in this permit application.

3-5



521.130

521.140

521.141

No spoil, waste, noncoal waste, dams, embankments, sediment pond, water treatment or
air pollution control facilities exist within the proposed permit area. A small portion of
the Grassy Trail Reservoir (less than 0.6 acres) lies within a corner of the permit area.

Landownership And Right Of Entry Maps

Ownership boundaries and the names of the present owners of record for surface lands
as well as underground are depicted on Maps 5-2, Surface Ownership and 5-3,
Subsurface Ownership.

Map 5-4B delineates the federal coal lease SL-068754 and UTU-78562, state lease ML
47711 and ML49287 and the Penta Creek fee lease, totaling 6,964.34 acres held by
WEST RIDGE Resources, Inc., which is the area for which WEST RIDGE Resources,
Inc. Resources has the legal right to enter and begin coal mining and reclamation
operations. Much of the Penta Creek Fee Lease is not included within the permit area
at this time.

Included in Appendix 5-2 is a letter from Carbon County granting WEST RIDGE
Resources, Inc. permission to conduct mining operations within 100 feet of the Carbon
County road. This would basically be that segment of road where the road enters the
mine facility area.

Also included in Appendix 5-2 is an approval letter from Carbon County, allowing for
the periodic closure of approximately 960' of the “C” Canyon Road from the gate to the
original mine permit area. The permit area has been extended to the gate, as shown on
Plate 4-1.

A public notice has been published providing for request for a public hearing as provided
in R645-103-234. A copy of this notice is also included in Appendix 5-2.

Mine Maps And Permit Area Maps

The permit area proposed to be affected by the coal mining and reclamation operation is
shown on Map 5-3. Permit renewals will be reapplied for on five year intervals.

The mining operation has been divided into five year mining blocks in an attempt to
show future areas that will be mined under the permit renewals. The mining blocks are
shown on Map 5-4B. All projections and timing are preliminary and general in nature
and may change in the future depending on mining, marketing, environmental conditions
and/or acquisition of additional state and federal reserves.

Surface support facilities in C Canyon will be utilized for the life of mine operations.
The proposed mine surface facility area is depicted on Map 5-5, Surface Facility Map.

5-7
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NOTE:
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MAP 3-4C

WILDLIFE-ELK RANGE
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WILDLIFE-ANTELOPE RANGE
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SURFACE OWNERSHIP
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SEEP/SPRING SURVEY
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HYDROLOGIC MONITORING
(HISTORICAL LOCATIONS)
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MAP 7-7

OPERATIONAL MONITORING LOCATIONS
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COAL SEAM STRUCTURE
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