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WEST RIDGE

RESOURCES, INC. eonone (435) 566,400 Fax (435) 888-4002
Utah Division of Oil, Gas & Mining August 20, 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:  Change to MRP to Include Lease Modification UTU-78652
Response to Deficiencies, Task 3294

Dear Mr. Haddock:

Enclosed are six (6) copies of the response to deficiencies (Task 3294) for the change to the MRP
to include mining in Federal Lease Modification UTU-78562. Please note that two copies are
included in the binders returned to me by the Division, while the other four copies are in loose
form which can be inserted into the four binder copies retained by the Division. I will be happy
to assist Division staff to insert the loose material into the retained binders if you wish.

Please note that Ingrid Wieser’s comments (deficiencies) were the only ones addressed under this
task, and I have discussed the response to all comments with her prior to this submittal. In
particular, the comments involving the cultural resources have been addressed through previous
email correspondence (7/17/2009) and direct communication with the archeologist involved.
Addition information regarding this comment will be addressed at such time as the area of
concern is included within the permit area through a future DOGM permit amendment and R2P2
revision.

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

Resident Agent
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APPLICATION FOR PERMIT PROCESSING

Permit Change O New Permit O Renewal O | Transfer O Exploration O Bond Release O Permit Number: C/007/041
Title of Proposal:  Change to MRP, Lease modification UTU-78652 Mine: WEST RIDGE MINE
Response to deficiencies, Task 3294 Permittee: WEST RIDGE Resources,
Inc.

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.

YYes | oNo . Change in the size of the Permit Area? é_oZ -q | _acres Disturbed Area? acres Wincrease o decrease.

oYes |‘¥No . Is the application submitted as a result of a Division Order?

oYes | ¥No

. Does application include operations outside a previously identified Cumulative Hydrologic Impact Area?

oYes | PNo

. Does application include operations in hydrologic basins other than as currently approved?

o Yes ﬁNo . Does the application require or include public notice/publication?

1
2
3
4
a Yes )]No 5. Does application result from cancellation, reduction or increase of insurance or reclamation bond?
6
7
8
9

WYes | oNo . Does the application require or include ownership, control, right-of-entry, or compliance information?
O Yes )ﬂNo . Is proposed activity within 100 feet of a public road or cemetery or 300 feet of an occupied dwelling?
O Yes )ﬂNo . Is the application submitted as a result of a Violation?

O Yes \ﬂNo 10. Is the application submitted as a resuit of other laws or regulations or policies? Explain:

¥ Yes O No | 11. Does the application affect the surface landowner or change the post mining land use?

‘ﬂ Yes o No 12. Does the application require or include underground design or mine sequence and timing?

NYes o No | 13. Does the application require or include collection and reporting of any baseline information?

O Yes )ﬂ No | 14. Could the application have any effect on wildlife or vegetation outside the current disturbed area?

O Yes WNO 15. Does application require or include soil removal, storage or placement?

O Yes \;d No | 16. Does the application require or include vegetation monitoring, removal or revegetation activities?

O Yes VNo 17. Does the application require or include construction, modification, or removal of surface facilities?

O Yes M‘NO 18. Does the application require or include water monitoring, sediment or drainage control measures?

OYes | oNo | 19. Does the application require or include certified designs, maps, or calculations?

KYes O No | 20. Does the application require or include subsidence control or monitoring?

O Yes )O\lo 21. Have reclamation costs for bonding been provided for?

O Yes W\lo 22. Does application involve a perennial stream, a stream buffer zone or discharges to a stream?

O Yes y No | 23. Does the application affect permits issued by other agencies or permits issued to other entities?

| hereby certify that | am a responsible o icial of ¥hg pptlnt nd that the information contained in this Received by Oil, Gas & Mining
gst of : £ lief in all respects with the laws of Utah in

R645-301-123 D
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Form DOGM - C2 (Last Revised 6/83)

File Folder #

Application for Permit Processing \
Detailed Schedule of Changes to the MRP COPY

Title of Application:

Change to MRP, Lease modification UTU-78652

Response to deficiencies, Task 3294

Permit Number: C/007/041

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

O ADD }(REPLACE O REMOVE A.?pq_.\a( y =2

oADD | OREPLACE | O REMOVE '

oAoD | WREPLACE | O REMOVE A s f—‘—v\o/ v (-7

DADD | O REPLACE | o REMove

oaop_ | )X repiace | oremove | Claytfer R0 RNiqe 3-8
ODADD | OREPLACE | O REmovE ' -

0 ADD )(REPLACE oremove | Plate 1-0

0ADD | OREPLACE | O REMOVE

oapp | Wreptace | oremove | Plete 2-1

0ADD | OREPLACE | O REMOVE . . -
¥aop | orRePace | oremove | Aveleo) o5\ € ~Q \ \«-D)I*\M T TN I \‘I[l\e‘, 2.t
0 ADD | OREPLACE | oREMove TV, nod ovm

0ADD | OREPLACE | o REMOVE

DADD | OREPLACE | O REMOVE

DADD | OREPLACE | O REMOVE

DADD | OREPLACE | O REMOVE

0ADD | oRePLACE | O REMOVE

oADD | oREPLACE | o REMOVE

DADD | OREPLACE | O REMOVE

oAbD | oRepLAacE | o REMOVE

oADD | oRePLACE | o REmovE

D0ADD | TOREPLACE | O REMOVE

oApD | oRrepace | o Remove

Any other specific or special instructions required for insertion of this proposal into the Mining and Reclamation Plan?




WEST RIDGE MINE
007/041

CHANGE TO
THE MINING AND RECLAMATION PLAN

THIS INVOLVES EXPANDING THE PERMIT AREA BY
602.91 ACRES

THERE IS NO SURFACE DISTURBANCE ASSOCIATED
WITH THIS CHANGE

Initial Submittal: April 14, 2009

Response to Deficiencies (Task 3294) Submittal:
August 20, 2009



WEST RIDGE
‘ ‘RESOU RCES, INC. Telophone (436) B85.4000. Fax (435) 365-4002

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

1594 West North Temple, Suite 1210

P.0.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.

Sincerely,

b~
Datid Shaver

Resident Agent ? RECEIVED
OMAY 1% 20

DIV. OF OIL, GAS & MINING
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—File Folder #3

— ___APPLICATION FOR PERMIT PROCESSING

Exploration O Bond Release O

Permit Change O || New Permit O I Renewal O " Transfer O

Permit Number: C/007/041

tle of Proposal: ~ Change in Mining & Reclamation Plan showing underground

Mine: WEST RIDGE MINE

/- v
yéﬁned - Name - Position - Date™ ~OnCaoe o~
cribed and swom to bef y ¢ Notary Public
LINDA KERNS
345 N.70C E.
Frice, JT B4501

W M e e w em RN W e o e e b b e v s e

mine plan for federal lease modification UTU-78562 :Dermittee: WEST RIDGE Resources,
nc.
Description, include reason for application and timing required to implement:.
Instructions: f 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 HNO 1. Change in the size of the Permit Area? acres Disturbed Area? acres O increase O decrease.
oYes | bfo 2. Is the application submitted as a result of a Division Order?
oYes |t No 3. Does application include operations outside a previously identified Cumulative Hydrologic Impact Area?
OYes | Do Ai\/lo 4. Does application include operations in hydrologic basins other than as currently approved?
oYes |®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?
'ﬂﬁes o No 7. Does the application require or include ownership, control, right-of-entry, or compliance information?
OYes | @No | 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 resuit of a Violation?
DYes | = No 10. Is the application submitted as a result of other laws or regulations or policies? Explain:
.ﬁas ©No | 11. Does the application affect the surface landowner or change the post mining land use?
& Yes 0 No | 12. Does the application require or include underground design or mine sequence and timing?
DYes |©@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?
OYes |¥No | 17. Does the application require or include construction, modification, or removal of surface facilities?
DYes | @No | 18. Does the application require or include water monitoring, sediment or drainage control measures?
BYes o0 No | 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?
OYes | #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?
oYes [wNo | 23. Does the application affect permits issued by other agencies or permits issued to other entities?
O Attach _3 complete copies of,,tl'n!ef?applicationé o~
Yt o gl et of vt ot v ot ovanes ALt 0n i
reference to commitments, underlakihgs, and obligations, herein. (R645-301-123) ] E , VE D )
A T 19 /08 |

MAY 14 2009

DIV. OF OIL, CAS & MINING

My Commission Expire:
April, 5, 2009
Siate of Utah

ASSIGNED TRACKING NUMBER




®

Fgrm DOGM - C2 (Last Revised 6/93) File Folder # 3
Application for Permit Processing
N Detailed Schedule of Changes to the MRP
Title of Application: l 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. Inciude page, section and drawing numbers as part of the description.
DESCRIPTION OF MAP, TEXT, OR MATERIALS TO BE CHANGED
0ADD | MREPLACE | OREMOVE | Clhepter t taxt @ all
OADD | OREPLACE | O REMOVE ‘
OADD | XREPLACE | O REMOVE Clhepgter | A-,m e ol ',X ) - 4
OADD | O REPLACE | O REMOVE ' -
DADD | O REPLACE | WREMOVE | C vy | 4 Apnyowaliy | = S
0 ADD | OREPLACE | “S(REMOVE ’ /l’:s"s, I L.,
0ADD | OREPLACE )'KREMOVE /A ,3; wueli y | =14
O ADD O REPLACE 0O REMOVE (‘“\est, L\Q\st. ”L;ee\« (ausol\cla"ffc{ 1V\1Lo
OADD | OREPLACE | O REMOVE Avseodiy t - 4}
.:1 ADD | O REPLACE | O REMOVE -
0 ADD }(REPLACE OREMOVE | Clspder S Nos -5 aud 5-7
OADD | OREPLACE | O REMOVE ' Y
oaop [WReplacE | oRemMovE | Nrep S b 1=0 y -1, 2-1, 3, 2-4A
0ADD | oRePLACE | O REMOVE ' 3-4[%; 3-4(__) 3—4&3) 4 -,
OADD | OREPLACE | O REMOVE 4—-2; £-2 S"3J. 5-44;
D ADD | OREPLACE | o REMOVE S-94R, -7, b=, &L-2, &-3,
OADD | OREPLACE | O REMOVE -3 _9-5_ 5 -6
O ADD | OREPLACE | O REMOVE ’ A ]
XADD | oREPLACE | O REMOVE C,am‘l:\ deuntia ( Lo el ar
OADD | OREPLACE | O REMOVE ol 2008 raatur Survey
DADD | OREPLACE | O REMOVE 1;3 Cless | clw’ Ture ( Sud e l
OADD | OREPLACE | O REMOVE ~
OADD | OREPLACE | OREMOVE
Any other specific or special instructions required for insertion of this proposal into the Mining and Reclamation Plan?
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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 (I.P.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




112.600

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.

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



112.700

112.800

112.900

Penta Creek, LL.C
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.

1-4



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) BLM 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 ML-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 Tablel-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;
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114.200

1) Minesite surface facilities 29.82 acres

2) Pumping station 0.23 acres
3) GVH installation 0.24 acres
4) 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 SI.-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 COAL LEASE UTU-78562 2,249.25 T13S,RI3E
Section 34: NESE, S2SE
Section 35: All

. T14S,RI13E

Section I: 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 T14S,R13E

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

Section 21: NENE (0.23 acres thereof,

containing pumping station)

TOTAL FEDERAL 4900.15

w3 L3




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 thru4, S2N2, S2
(i.e. Al
TI13S,R13E
Section 36: SwW
2) STATE COAL LEASE MI, 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,R13

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

TOTAL STATE 1691.94




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
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PARCEL

1) FEDERAL LEASE SI1.-068754

(SL-068754-U-01215)

2) FEDERAL LEASE UTU-78562

3) STATE LEASE ML 47711

TABLE 1-4
LEGAL DESCRIPTION OF PERMIT AREA

(BY LEASEHOLD)
ACREAGE LEGAL DESCRIPTION
2,650.67 TI14S,R13E
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
2249.25 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
801.24 T14S,R13E
Section 2: Lots 1 thru4, S2N2, S2
TI13S,R13E
Section 36: SwW
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4) STATE LEASE ML 49287

3) 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

9.6

0.79

6717.80

T14S,R13E
Section 3:

Section 10:

T14S,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.
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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
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 B - - - 641.24
14/13 3 - - - 80.66 - 520.44 601.10
14/13 10 360 - B B - 280 640
14/13 11 650.87 - - - - - 650.87
14/13 12 - 648.96 - - - - 648.96
14/13 13 640 - - - - - 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 - - - - - 0.23
14/13 24 440 - - - - - 440
14/14 6 76.41 - - - - - 76.41
14/14 7 74.08 50.00 3 - - - 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 Section 21 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

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 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 the best of my information and belief in all respects with the laws of Utah in
reference to commn,x!nents ung}emgl{fgs and obligations, herein

/7

S

/ ’\ /“‘7 ] ﬁ{ [""““‘"* Signed - Name - Position - Date
David S'haver, Resident Agent

) /.o
Subscribed and sworn to before me this i day o% 2009

Notary Public
LINDA KERNS
345 N. 700 E.
Price, UT 84501
My Commission Expires
April, 6, 2009
State of Utah

Notary Pyublic
My commission Expires: (%(_J,;é 0 ,2007 )
Attest: STATE OF {Zal ) ss:

COUNTY OF @M& )




APPENDIX 1-2

VIOLATION INFORMATION



VIOLATION INFORMATION

Information updated to August , 2009
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The following companies either did not have any violations in the last three years or do not have
permits.

Oklahoma Coal Company
KenAmerican Resources, Inc.
Onieda Coal, Inc.

MonValley Transportation Center, Inc.
Mill Creek Mining Co.

Pinski Corp

American Compliance Coal Inc.
Coal Resources Inc.

PA Transloading, Inc.

West Virginia Resources Inc.
WildCat Loadout

American Coal Sales Co.

Hocking Valley Resources Co..
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APPENDIX 1-4A

LEASE ASSIGNMENT

FEDERAL COAL LEASE

SL-068754



UNITED STATES

DEPARTMENT OF THE INTERIOR Serial Number_SL-068754-U-01215

Lease Date___June 1, 1951

BUREAU OF LAND MANAGEMENT ,
COAL LEASE READJUSTMENT |

PartI. 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, effective June 1, 2001, for a period 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:

"~

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

—_—

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

NS

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

S~

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 otherwise
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, S2, 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, madification 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 oOr unreasonable
interference with rights of lessee as may
be consistent with concepts of muitiple
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.

N

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. [f
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 accurring 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 -
1173); 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

E1O6793 B

S71L P 359



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 (AQ) 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 discovergd 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 mc}qde
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 control of fugitive dust on haul roads
and at coal handling and storage facilities on the lease area. The migration of road
surfacing and subsurface materials into streams and water courses shall be prevented.

9. The Lessee shall be required to establish a monitoring system to locate, measure,
and quantify the progressive and final effects of underground mining activities' on the
topographic 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 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. -
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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 (l) 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 MER-as-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 nor}-comphance. 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.
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EXHIBIT 1

ASSIGNMENT AND ASSUMPTION OF FEDERAL COAL L EASE

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 Lake Meridi

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

Section 12: SUSWY%NWY“SW%

Section 13: 'W,SE%,SUNE%NWY%NEY
Section 14: E%,NV:NW%,SEVNWY
Section 24: NY%SEY,N%NEYSWY;

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
orney-in-F
ATTEST:
Assistant Secretary
AMCA COAL LEASING, INC.
By: ﬁ\/
Vice/President
ATTEST:

G Naad D N

Secretary

conrl286.exh
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. -
United States Department of the Interior %
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 2008
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 anq
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 2 $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 subjf:ct $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. 7

‘1, / a1
' D. McKenzie
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, subject to 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
.1ot 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 the
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-a'nd covena'nts to
be observed as herein set forth, hereby grants and leases to Lessee the exclusive right and privilege to dl'l||' 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.,R13E., SLM, Utah I~
Sec. 35, S¥%.SWYi, SEV; Sec. 34, NEVSEY:, S%SEYs; Z= =
Sec. 35, N%, N“:SWY; ;"‘—: =
T.14S.,R. 13 E., SLM, Utah ‘“ﬂ; =0
Sec. 1, lots 2-7, SW¥%NEY:, S.NW Y, T.14 S.,R. 13 E., SLM, Utah ;:f o

WYSEYs, SWYs, . Sec. 1,lot1; z=

Sec. 12, lots 1-4, SN, NE%SWY:, SEV: =0 =
Sec. 13, NEVANEY;; T.14 S.,R. 14 E., SLM, Utah %’35 S
Sec. 6, NEVaSW7a. == é;
~d

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

Sec. 6, lot6;

Sec. 7, lots 3 and 4;

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

together with the right to construct such works, buildings, plants, structures, equip_ment and appliances angl 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 ll. 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 royailties in lieu of continued
operation.

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 royaities 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
the 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 such times 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.




‘oec. 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)
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The Unite States of America
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(Signing Officer)
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(Date) 7

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

its jurisdiction.




SPECIAL STIPULATIONS FOR UTU-78562
MODIFIED COAL LEASE

. 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 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. Ifthere 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 rquired
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 miti‘gating 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 gfound 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 fadequate
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 (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 (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 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 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.h
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

ine 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 IIT 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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UNITED STATES

COAL LEASE

DART L I.IAIE RIGHTS GRANTED

DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

Serial Number

UTG-78562

This ledse. entered into by and between the UNITED STATES OF AMEAICA. hereinsfter callid lessor. through the Bureau of Land M.mnfn-m. and

fName and Address)

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

herwinafter calléd Jenses, is effactive ldafefg

Intermountain Power Agency (507)
480 East 6400 South, Suite 200 !
Hurray, Utah 84107

? m for ¢ period of 20 years and for 5o lony thereafter as coal is produced In g:q:'nmﬂtiil

‘uamtitine from the lessad lands. subject to readjustment of iease terens at the end of the 20th Jedse vear and each 10-vear period thereafler.

7ae. 1. Thia lease is iseuad pursuant and subject ta the lerma and provisions of the: ' s

7% Minsral Lands Laasing At of 1920, Act of Febrasry 25, 1920, as amended. 41 Suat. 437, 30 U.S.C. 181287, hereinafiei referred t0 48 the Act:
7] Mineral Lauping Act for Acquired Lands, Act of August 7, 1947. 6] Star. 913, 30 U.8.C. 351-35%; :

and to the reguistions and formal orders of the Secretary of the Interior which are now a¢ haraafier in foree, when not inconsistent with d}e express

nnd specific provisions herain

Gec. 2. Lassor, in cansideration of any bonuses. ranta, and royalties 1o be paid. and the conditions and covesants to be abserved as heras set forth,

hareby grants and lesses to lensee the qxclusive right and privilege 1o d

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

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

‘T, 14 S., R, 13 E., SLM, UT

Sec. 1, lots 2-7, SWNE, S2¥W, SW, W2SE;

Sec. 12, lots 1-4, S2N2, NESW, SE;
Sec. 13, NENE. :

. T. 14 S., R. 14 E,, SLM, UT
s&c- 6. lot 6; ’
Sec. 7, lors 3 and 4;
Sec. 18, lot 1, E2HW.

conuining 1, 646 . 34acres, more or less. togethor with the right 1o con
and theright w isasuch oo-leade rights-of-way which may bonecessary an

the conditions lepein provided.

PART I| TERMS AND CONDITIONS

Ser-. L.ty RENTM. RATE - Lessee shall pay lessot rental annuully and
in advance for each acre g l&dun thereof during the continugnce ot
the isase st therate of § I for each lsase vear.

th AENTAL CREDITS - Rental shall not be credited agsinst eithey
gmduﬂinn;or advance rovaities for any year.

Sec. 2. 18} PRODUCTION ROYALTIES - The royaity shalibe 8  per
ceniof the valusof the coal as set forthin the regulations. Ruyalties are
duetolessor thefinsi dav of the month succeeding the ealendarmonth
in which the royalty obligation actrues,
tb! ADVANCE ROVALTIES - Upon tequest by the lessee, the sutharnzed
officer may accept. for u total of nut morethan 10 years. thepaymient !
advance réyalties in lieu of continued operation, consistent wiiF the
reguistions. The advance royaity shall be based on & peréent uf the
value of & minimum number of wns drtermined in the vhanner
cotublished by the advance rovalty regulations in effect at the imethe
‘-onee raquests.approva) to pay advance rovaities in lisu of continued
soeration. ) .
. Tae. 3, BONOS - Lessesshall muintsin in the proper officea Jease bond
iatheamountof§ 9,173, 000 The autharized oficermay require an
‘nrresse i this amount when sdditional coverage is determined
~pproprigte. ’

T 20vd A9R3/.C3SEY Al

struct such warks, buildings. plants, structures, mquipgement and |
d convement in thewxescise of therighta and pnivilegesgran

i1l for. mine. extract; remave, ar atherwise process and dinpaf 4f the coal

subjectin

Sec. 4. nmengs - This Jesse iz subject et:m mth conditions pl d:h:n':
developmens and continued nperation. ex at these co
m:t:d":hqn gperations m”é’ﬁ. lease nreintecrupted by ftrikes, the

' elements. or casuslities notatiributabie ta the iesses, Theloksoy. in the

public interéat, may suepend the conditinn ofron;iaua_qo ion wpon
payment of sdvance rovaltiss in wceordance with the jutions in
exiatentt at the time of the suspension. Lesdee’s failure to pfoduce coal
in commercial quaRtities at the end of 10 years shall wrininute the .
lease. Lesses stimll submit an operation and reclsmation plah pursusmt
1o Sicetion 7.of the Act not later than 3 vears after lease inagance.

The lessor raserves the power 1o assent 1o or order the suspegsion of the
terms end conditions of this lease n . with, {inter alia.
Section 29 of the Mineral Leasing Act. 30 US.C. 208, .

Sec. & LOGICAL MINING UNIT (LMU) - Either upon approval by the
legsor of the lussee's application or st the direction of the lesscr. this
lepse shall become an LMU or pust of an LMU. subjecseo theprovisions
set forth in the reguletions. ; :

The stipulations establishad in an LMU approvalin effectafthetimeo!
LMU apprdval mw the relevant inconsistant a of this
lease so lang authe leaie remains committed tn the LMU.Ifthe LMU of

which this is a partis dissolved. the lesse shall then bisubject to
the lease termawhich would have been applied iftheleasehpd not been
included i.n@n LML '
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staiwBanta yhowing the amounwm and quality of all products removed
snd sold from the laase. the proceeds therefrom, and the rmount used
for production purposes or unavoidably lost. V

Lasseeshall keep open at all reasonable times tof the ingpection of uny
daly authorieed officer of |easor. the leased premises and allsurface and
underground improvements. works. machinery. ore stockpiles. equip-
ment. A4t all books, accounta, maps, and vecordsrelativetooperations.
surveys, or inveatigations of or under the jsuged lands.

Lasses shall sliow lessar sccess to and cepving of documents reason-
a:ly netesaxry to verify lessee complianee with terms snd conditions of
the leass. .

While this lgase remains in eli‘ecl, informacion obtained under this
section shall be closed 10 tnapection by the public in accordance with
the Freedom of Information Act (5 U.5.C. 552:.

Sec. 7. DAMAGES TO PROPERTY AND CONDUCT OF OPERATIONS .
Lastea shallcomply nthre own expense with ull reasonable orders of the
Secrerary, rperting diligent operations. prevention of waste. and
protecndn of gther resnurces. |

Lessonshall not conduct nxphrlﬁon nper'niom. otherthan casuai use.
without an approved exploratioh plan. All exploration plans prer to

- the cominencement of mining operationa within an approved mining

permit area ahall be wubmitted 1o the authorized officer.

Lassee shall carry on all operstions in accordance with approved
methads end pracrices as provided in the upermiing regulations, huving
due regard for the prevention of injury to life. heslth, or property, and
prevention of waste. damaye or degraduation 10 any land. air. water,
cultural. biological, visual, and cther resources, including mineral
deposits and formations of mineral deposita not leased hereunder. and
to other lung usea or users. Lessee ahall take messures decmed
necessary by lessor to accomplish the intent of this lease term. Such
measures may include, but ave not limited to. modification ta propossd
siting or'design of facilities. timing vf operntions, and specification of
interim and final reclamation piocedures. Lesaor reserves 1o itsel{ the
1ight to lease, sell, ar otherwise dinpose of the sisrface ur other mineral
deposits in the lands and the right to contanue existing uses and to
authorisk future uses upon or in the lensed Innds, including isaving
Teases for mineral deposits not covered hereunder and approving
easements orrights-af-wav. Lessor shall cundition aueh uses to prevent
unnecessary Srunreasonable interfarence wath rights of lessee as may
be consistent with concepts of maltiple use and multiple mineral
developraent. !

Sec. B. PROTECTION OF RIVERSE INTERESTS, AND EQUAL OPPORTU-
NITY - Lossenshail: pay when duc all taxes legally nssesned srid Jevied
under the lawa of the State or the United States; accord all employess
somplate freedom of purthase; pay all wages atleas¢ twice eack manth
sn lswfal money of the Unitsd States; maintain a safe working
environment. in accordance with standard industty practicen; restrict
the workday to not more than 8 hours in any one day for underground
workers, xcept ih emergencies: and Lake measures necessiry Lo protect
the haalth and safely of the public. No person undertheageof 16 years
zhall be smployed in any mune below the surface. To the extent that
lawa of the State in which the iands are situsted ave mave restrictive
than the provisions in this paragraph, then the State laws apply.

Leasee will couupl;s;ith all provisions of Execative Order No. 11246 of
Septembiar 2¢, 1965, as amended, and tha rules, regolationa, and
velevant orders of the Secretary of Labor. Neither lassee nor lensec’s
subcontrpctors shall maintain stgregated facilitien.

Sec. 15. SPEGIAL STIPULATIONS -

LA Lhis eabe Meay DE transierred 1IN whole 0 Ih patt tp any petran
' assgtration or corporation gualified to {mld such | gdfe 16terege,
[0 This laase may be transferred 1n whole or 11 pajt 10 another
" public body orto a person who wiill minethe coslon pehalfof. anc
for'the uae of, the public body or ta & person whq fHr the limitec
- puipuse of creating s security intevest in favor of tinder UETres
1o be ablighted to mine the coal on behaif of the pwﬁhhc buay

0’ Thislsaseimay only be transferred in wholeor in pirtto another
_small business qualified under 13 CFR 121. :

- Transfers of recard title. working or royalty wtefest musi ve
approved i accordance with the regulations.

{b) AELINQUISHMENT - The [essee may relinquish in wyiting at any

timenll rights under this lease or any portion thereof as

vegulations. Upan lestor's acceptance of the ralinquishment, lesse:

shall be relieved of ull fiture ohligations under the lease or the
relinquished portion thereof. whichever is applicable. .

Sec 10. DELIVERY QF PREMISES, REMOVAL DF MACHINERY, EQUIP-
MENT, ETZ. --At such time aa all portions of this lease ate returned <o
lemsor, lessee shall deliver up to lassor the land lenaed. pnderground
timbesing, and sech sthér supports and structures sary fot the
preservation of the mine workinga on the leased p or daposita
and place all wotkinge in condition for suspension or ajandonment.
Within 180daya thereof, leasee shail remove from the prindisesall other
struciures. inedy, equipment. tools, and marerialathatitelectuco .
or u4 tequired by the authorised officer. Any such 8 res. my-
chingry, equipment. tools, snd materials remaining on thyiessed linds
bevond L0 daya, or appraved extansion thereof, shall become the
propirty of the leasgr, byt lessee shall sither remave or ull such
property of shall continue to be liable fur the coat of pemoval and
dispusai in the amount attusily incurred by the leasdr. (T fhe surface in
owned by third parries, lessor shall waive the requtivement for remsexn|.
provided the thicd partiss do nat objert ta such waiver. Lesaee shall,
prior to the wermination of bond liabilits or ut any other time when
Tequired and iy sccordunce with all applicable laws atid regulations.
reclaim all lands the surfaceof which hus bean disturbed. Hispose of all
debris ur solid waste. repair the offsite and onsite ¢ caused by
lesser's activity or activities incidental thereto, and retleim actwns
toads or trails. :

Sec, 11, PROCESDINGS IN CASE OF DEFAULT - If Jesses fallw ta comply
with spplicable ldws. existing veguiations. orthe terme. copditionsand
stipulurions of this lease. and the noncamplisnce continugs for 0deys
after written noties thereof, this lense shail besabject o csgoeliation by
the leasor only by judicial procesdings. Thix provision shall not be
conatfued: to prevent the exercine by lepsur of any athdr legal-and
squitgble remedy. including waiver of the default. Any sugh remedy or
waiver shall -not prevent later cuneellation for the spme default
occurting ue anv other ume, ‘

Sec. 2. MEIRS AND SUCGESSORS-IN-INTEREST - Each t igation of

this lenav shall extand to and be binding upon. and svery binefit hereo!
shull ‘indee 1o, the heirs, executors, administrutors, or
sssigns of the respective parues havets.

Sec, 13, INDEMNIPICATION - Lassee ahall indemnify and h{id harmiesa
the United States from ahy and all claims arising eut a | the leasee’s

acvivities and operstions under this lease. ;

Sec. 14. SPECIAL STATUTES - This lease is vabject to the Water
Act (33 U.S.C, 1252 et. 3.}, the Clean Air Act (42 US.C. 4274 et. seq.),
snd tb all othar i » lawa pertaining to explorati aetn:!?:u.

-] Lng

mining operations and feclamavion. including the
Conttol snd Reclamation Act of 1977 (30 U.8.C. 1201 et. , (R

‘This coal lease is subject to termination if the lessse 1s detarmined at the;
time of iasuance to be in noncompliance with Section 2(a)2(A) of the Mineral!

Leasging Aat.
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€xc, 15. BPECIAL STIPULATIONS (Contd) -

ANDALEX Resources, I{w .

SEE ATTACHED STIPULATIONS

(Signdture of Lessee)

ith, President
(Title) :
foh )Y 2002
: (Datd)

Intermountain Power Agency

_ TE UNIPED STATES OF AMERICA
Departnent of the Interior

Bureau of Land Management '

Utah State Off

Company of Leaset Name ' -
‘&r £ 2 4444.(!_
(Bignature of Lossee) ‘gw\ )

. ‘ Y | P

é’ﬂl_‘t”‘/ Mﬂll"ﬂt‘r ..“;.-’c W}
Mo cmw
3 /Iy —o . ¥R 520
(Daxe) {Date) !

S

“la 18 U.S.C. Settion 1001, makes it a crime for any person knowingly and willfully to make to uny dtolﬂmnt or axency of the United 3‘“" sy

. “a. ﬁcﬁdom or :‘uudalmt statements or reprosentations #8 to any matier wnhh: ite jus

. *1 form does not conatitute an mfomuiua collection an dafined by 44 U.S.C. 3502 mdtherd‘m does nut require OMB lwmﬂv
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BLM STIPULATIONS

The following stipulations made part of this lease may be waived or amended with ,i{ie
mutual consent of the Leasor and Lessae. : ,

1.  In accordance with Sec, 523(b) of the "Surface Mining Control and Reclamation Act
of 1877.” surface mining and reclamation operations consucted on this lease are lo
canform with the requirements of this ‘act and are subjact fo compliance with-Office pf
Surface Mining regulations, or as applicable, a Utah program equivalent approved unqbr
cooperative agreement in accordance with Sec. 523(c). The United States Governmeht

does 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 possibje
desighation of any portion of the lease as unsuitable for same or all kinds of surface minitg
under the regulations of the Department under the’ in ,

Reclamation Act of 1977 (SMCRA) in effect at the time:of action an the mine pian permit.

3. Before undertaking activities that may disturb the surfice of previously undisturb
leased lands, the Lessee may be required to condutt-a cultyral résource inventory of the
areas to be disturbed. These studies shall be conducted by qualified professional cultufal
resource specialists and a report prepared itamizing the findings. A plan wilt then be
submitted making recommendations for the protection of, or measures to be taken to
mitigate impacts for identified cultural resources. ' :

If significant cuitural resources are discovered duﬁng operations under this lease, the
Lessee shall immadiately bring them fo the attention 6f the authorized officar (AO) who
shall evaluate or have evaluated such discoveries and, within § working days, shail nos!fy

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

The cost of conducting the inventory, preparing reports, and carrying out necesssry
protective mitigating measures shall bé 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, ar measuras {o be.taken to mitigate impacts
identified paleontological resources. : "

if paleontological remains (fossils) of significant scientific interest are discovered during
operations under this lease, the Lesses shail immediatély bring them to the attentlon 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 resvpﬂdﬁ to
such discoveries. Paieontological remains of significant sclentific interest do not include
leaves,. ferns, or dinosaur tracks commenly encountered during underground mining
operations. ' A :
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The cost of conducting the invantory, preparing. rfapbr{s, énd carrying out ri‘,ecessa"
- pratective mitigating measures shall be borne by the:Lesgee. The cost of salvage | t
paleontological remains (fossils) shall be borne by the Uriited States. ' i

or animals, or migratory species of high Federal interest.ocouir in the area, the Ledsee sh
be required to conduct an intensive fleld inventory of the area to be disturbed andA
impacted. A listing of migratory birds of high Fedefal 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 bf
findings will be prepared. A plan will be prepared rmaking recommendations for the
protection of thase species or action necessary to mitigate the disturbance. ;

5. Ifthere is reason to halieve that threatened or endangsred (TSE) species:of pla:&sl
,tl
r

The cost of conducting the inventory, preparing reports, and carrying out necessaly
protective mitigating measures shall be borne by the Lessa®.
8. The Lesses shall be required to perform a study to secure adequate baseline data to
quantify the existing surface resources on and adjacent fo the lease area. Existing d
may be used if such data is adequate for the intendéd’ purposes. The study shall
adequate to locate, quantify, and demonstrate the inter-relationship of the geolagy.
topography, surface hydrology, vegetation, and wildlife. SBaseline data will be establish
so. that future programs of cbservation can be incorporated at reguiar intervals for
comparison. : : -

7. Powerlines o:f\ the lease area used in oonjunctioﬁ with the mining of coal from tHis
lease shall be constructed sa as to provide adequate protection for raptars and other larje
birds. When feasible, powerlines will be located at least 100 yards from public;roads. |

8. TheLessee shall provide for the suppression and control of fugitive duston haul roatis
and at coal handling and storage facilities on the lease area. The migration of rogad
surfacing and subsurface materials into streams and water courses shall be prevented.

9. -The Lassee shall be required to establish a monitoring system to locate, measué:a
and quantify the progressive and final effects of underground mining activities on the
topographic surface, underground and surface hydrology and vegetation. The monitorihg
system shall utilize techniques which will provide a continuing record of change over tifne
and &n analytical method for location and measurément of a number of points over the
lease area. The monitoring shall incorporate and be an @xtension of the baseline data.

10. Except at specifically approved locations, underground micing operations shall be
. conducted in such a manner so as to prevent surface sybsidence that would: 1).causethe
creation of hazardous conditions auch as potential es¢atprient failure and landsiides,i2)
cause damage 1o existing surface structures, or 3) damage or alter the flow of perentjial
streams. ' : : :

I ¢ ) - : :
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. 11. In order to avoid surfacs disturbance on steep canyon slopes and to satisfy the-naéd
for sufface access, all surface breakouts for ventilation tunneis shail be constructed frdm

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
pravision shall apply uniess the requirement of Section.10 of the lease form is applicabt_e.
Diaturbed areas and those areas occupied by such facliities will be stabijized aad
rehabilitated, drainages reestablished, and the areas returned to a premining land uge:

13. Notwithstanding the approval of a resource recovery and protection plan by the BLM,
Lessor reserves tha right to seek damages against the operator/lgssee in the event (1) the
operatorflessee fails to achieve maximum economic recovery {as defined at 43 GHR
§3480.0-5(21)] of the recoverable coal reserves or (ii) the aperator/lessee is determingd
to have caused a wasting of recoverable coal reserves, Damages shall be measured ¢n
the basis of the royalty that would have: been payable on the wasted or unrecavered cosl.

The parties recognize that under an approved R2P2, conditions may require a 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 tesarves unmined. Upon approval

by tha AO, such coal beds or portions thereof shall nét be subject to damages as describ
: above. Further, nothing in this section shall prevent thie operator/lessee from exercisifg
‘ its right to relinquigh all or a portion of the laase as autharizad by statute and régulaﬁop‘

]
in the eventthe AO determines thatthe R2P2 as approved will not attain MER as the resyit
of changed conditions, the AQ will give proper notice to tha cpetator/lessee as requirpd
under applicable regulations. The AO will order a madification if necessary, identifyihg
additional reserves to be mined in order to attain MER. -Upen a final administrative or
judicial ruling uphoiding such an ordered modification, any reserves left unmined (wasted)
under that plan will be subject to damages as desciibéd in the first paragraph under this
section. ‘ :

Subject to the right to appeal hereinafter set forth, payment of the value of the royaity bn
such unmined racoverable coal reserves shall becomie due and payable upbn
determination by the AO that the coal reserves have been rendered unminable or at such
timie that the Lessee has demonstrated an unwillingness to extract the coal. :

The BLM may enforce this provision either by issuing a writtan decision requiring paymgnt
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 Lesaor that payment is due under this
stipulation is appealable as aflowed by law. ' : :
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. 14.. WASTE CERTIFICATION: The Lessee must provide ypon abandanment, transfer
of operation, assignment of rights, sealing-off @ mined area and prior to lease
relinquishment, cartification to the Lessor that, based tupon a complete search of all the
records for the lease and its associated mine operdtion(s), and upon Lessee's and the
oparator's knowledge of past mining operations associated with tha lease, thete have been
no reportable quantities of hazardous substances per40 CR 302.4 or used oil {as per Utah
Staie Administrativa Code R-315-15), discharged, deposited, or released within the lease,
either on the surface or underground, and that all remedial actions necessary have bean
taken to protect human health and the environment with respect to any such substances.-
Lessee must additionally provide to Lessor a complate listof all hazardous substances and
hazardous materials and their Chemical Abstract Services Ragistry Numbers, and the dil
and petroleum products used or stored on, or delivered to, the lease. Such disclosure w!ll

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 prior to the seali
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 ‘equipmant/machinery,
hazardous substances, 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 documeritation fgr
compliance with 42 U.S.C. 9620 section. 120(h) and Utah Stats Management Code R-319-
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 fiuid, amount remaining, batteries etc.) that is proposed to be ldft
‘ underground. In addition, these items will be photographed at the Lessee's expense and
shall be submitted to the AO as part of the cerification. The abandonment of ary
equipmant/machinery shall be on a case by case basis and shall not be accomplishéd
unlessa the AQ has granted a written approval. Any on-lease disposal of non-coal wasle
must comply with 30 CFR § 817.89. :

16. ‘The holder of this lease shall be required to conduct appropriate surveys for Mexicdn
spotted owls on the lease tract areas with 40 percent or greater slope, cliff habitat areas,
riparian habitats, and mixed conifer forest habitats, prior to surface disturbing activity and
or development with a potential to interrupt springs.. Inventary 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. :
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17. SEISMIC STIPULATION: Mining operations shall be conducted ina manner. b
pravent seismic events that would cause damage to su rface or subsurface structures such
as: power lines or mine pillars and other structures such.as Grassy Trail Reservoir and/dr

‘crepte hazardous conditions such as landslides.

Tha Lessee shall: (1) Provide a seiamic risk assessment of the Grassy Trail Regervoir 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
gem tg the Lessee. These pians shall be updated by the Lesses as deamed necessaty

The AO will either approve or may prescribe the mining inéthods used, the amount of coul
recovered or determine the corrective measures necessary o assure protection of surface
or subsurface structures and resources. The Lessea is and will remain liable for any and
all damages or hazardous conditions resulting from the miining 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’3-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:

E1067324 B S571 P 365



ML 47711-OBA-COAL

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 remove, 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 provxded in Utah Administrative Codc

R850-20-2100 (2002).

RESERVATIONS TO LESSOR. Subject to the exclusive rights and pnvﬂeges 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

22

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 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 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  Prmary 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 Omrations; Minimum Royalty. In the absence of actual production in commercial

quantities as set forth in paragraph 3.2, Extension Beyond Secondary Tem.),- this Lease §hal]

remain in effect beyond the primary term only if the Lessee is engaged in dlhg_ent 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 installments 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 maintain a
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 yearin
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; (iii) 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

E1LO&E794 B S5S71 P 369



6.3

6.4

6.5

ML 47711-OBA-COAL

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 judgmentitis
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.

CORDKEEPING:; INSPECTION; AUDITS

7. RE : TS.

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 go on 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.

7.4 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.

82  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 affectin g 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 orin 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

® 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 deéfault
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 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. :

~ 13.3  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 I.zssor 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 requxrements 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 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 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 obligation 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 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.

Severability. The mvahdlty 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..

Entire Lease. This Lease, together with any attached stipulations, sets forththc 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, the pérties have executed this Lease as of the date hereinabove first written.

APPROVED AS TO FORM:
Mark L. Shurtleff

ATTORNEY GENERAL

By %/y%ﬁ

Form Approved: 3}/ 2L / 63

THE STATE OF UTAH, acting by and through the
SCHOOL AND INSTITUTIONAL TRUST LANDS
ADMINISTRATION (“LESSOR”)

KEVIN S. CARTER, DIRECTOR

BYM

LESSEE:

ANDALEX Resources, Inc.
a Delaware corporation

Douglas H. Smith
President

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

Reed T. Searle
General Manager

15
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STATE OF UTAH )
. SS.
COUNTY OF SALT LAKE )

On theR(e "N day of 1]%9_0}‘5_, 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 this1 4% day of Lija/U?j) ,2003.

Notgj Public '

Residing at: _’,ﬂe /ééf/

My commission expires: ¢/ —{-0¢,

STATE OF UTAH )
. ss.

COUNTY OF SALT LAKE )

Onthe_28day of Mg,/ ,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 signer of the above -
instrument, who duly acknowledged to me that said corporation executed the same.

Given under my hand and seal this _ 2574 day of /5’//44¢4 : _ 2003.
Notary Public 7

Residing at:___ So [ Jahe Coun 'ly . U-t“arz

NOTARY PUBLIC

WAYNE L. CROUCH
45 West 10000 South #401
Sandy, Utah 84070
Commission Explres
July 10, 2000
STATE OF UTAR

My commission expires: /o0 Jo /7 2006

STATE OF UTAH )

16
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: ss.
COUNTY OF SALT LAKE )

-
Onthe 2§  dayof Ma verly » 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 & day of 777 a1 %/ , 2003.

Ponth V%&Mn
Rescmg o Serith d@m/;m, 7y

My commission expires: 2/({ / oY
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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 addresses as shown above (cbllqctively "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

t;ﬂ&:NT 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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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. ‘

12 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.

1.3 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.

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  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. :

2.2 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
unreasonably interfere with operations under this Lease in accordance with Lessor’s regulations, if
any, governing multiple mineral development. ' ’

2.3 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 rj 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 Lessee'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 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 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‘agrees 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):

(1) 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 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
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,

-5-
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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. A :

" Reference to F. ederal Regulations. 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.

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 £ross 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. Inthe 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 Jjudgment it 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

7.2

Registered Agent: Records. Lessee shall maintain aregistered 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. '

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 g0 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.

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

74  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.

7.5 | 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.

.8. 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.

82  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  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.

9.2 Other Applicable Laws and Regulations. Lessee shall comply with all applicable federal, state
Mining

and local statutes, regulations, and ordinances, including without limitation the Utah Coal
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 under42US.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 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, defénd 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.

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.

102  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

1.2

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

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.

ASSIGNMENT OR SUBLEASE: OVERRIDING ROYALTIES.

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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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.

. 132 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:

133 Planof 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 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 § 3484. 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. o

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 minimum
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
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

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,

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
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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. '

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.

152 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™ ™

R 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 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
enacted by Lessor. Interest shall accrue and be payable, without necessity of demand, from the ‘
date each such obligation shall arise,

-13-

E1O6792 B S71 P 345



16.3

16.4

. 16,5

16.6

16.7

16.8

v _ . ML 49287-OBA

Suspension. In the event that Lessor in its reasonable discretion determines that suspension is
nece,ésary 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. : e B -

Severability. The invalidity 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, the parties have executed this Lease as of the date hereinabove first written.

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

ATTORNEY GENERAL
Yo TS =TSR,
By —~— 4 A Thomas B. Faddies, Assistant Director/Minerals
Form Approved: - /é{é 174 School & Institutional Trust Lands Administration - LESSOR
_ : 7S

ANDALEX RESOURCES, INC.

LESSEE

By: | é M

Its: ﬁouglas H. Smith, President
&

INTERMOUNTAIN POWER AGENCY
LESSEE

By: @,(c‘( P ,4&’/44/@-(_

Its: . :
' ét’/h . M(cnac,-:’n/
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STATE OF UTAH
COUNTY OF SALT LAKE )

Given under my hand and seal this_22. _day of 7 ipich ,202 ’}

MM M. m“/"M’ -t:\IOTARY PUBLIC, residing at: fﬂ%‘}' I, nw

My Commission Expires: Taith 24 , 2407) N K0 NE M. DURRANT ]
_ : N\ NOTARY PUBLIC «
e75 = 5005, o1t sag A
SALT LAKE CITY, UTAH 84102
COMM. EXP 3-29-07

STATEOFUTAH
COUNTY OF SALT LAKE )

On the [Z/A day of_/MNarc £ ,20_ 99 personally appeared before me.
' —Dowg fas H. Sm4A " 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 _Douglc 4. S 44 acknowledged to me that said corporation executed

. the same.

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

/{(/’417’* ZMNO ot Sa/7 Lak< Covaty, UTaH

PUBLIC

- My Commission Expires:
/o Suly 200t S
STATE OF )
-COUNTY OF )
On the \/- 7 day ofz77/¢’7c/7', ,20 9% personally appeared before me
24&2’ [ Near » Who being duly sworn did say that he is an officer of

Given under my hand and seal this /7 day of Har=/) , 20 0%
NOTARY PUBLIC, residing at: \St /i Zet e Colen 7j/ eer

My Commission Expires:

NOTARY PUBLIC « STATE of UTAH
10653 SOUTH RIVER FRONT PARKWAY #120
SOUTH JORDAN uT 84095

COMMISSION EXPIRES:  09-01-2007
E1O67928 8 S71 P 348
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MEMORANDUM OF UNDERGROUND COAL LEASE

THIS MEMORANDUM OF COAL LEASE made and entered into effective as of the 1st
day of January, 2003, among PENTA CREEKS, L.L.C. (a.k.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¢/o0 Howard Jensen Real Estate, 111 East Clark Street, Albert Lea, Minnesota 56007; and
ANDALEX RESOURCES, INC., 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, NE1/4NW1/4, E12SW1/4, SW1/4SE1/4
Section 18:  Lots 2 and 3, NW1/4aNE1/4

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, bABRnfhg 2003
SW1/4SW1/4, Section 6, Township 14 South, Range 14 East, SLBM, to a
DIV OF OlL GAS & NINING



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 F ork, 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. 91-3520, including the beneficial use for stockwatering
purposes from a point in the NE1/ANW1/4, 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 Lease:

(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 F ebruary 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 Reéﬁcﬁrm
levels and inundation of a subject property in conjunction wifR'the
operation, maintenance and repair of the Grassy Trail Re%e&vgérdpl_a&s & MINING

SaltLake-194536.1 0020261-0000] 2



(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

£7-054¢%6>

GAS & MINING

DIV OF Ol

SaltLake-194536.1 0020261-00001 3



SOCIAL SECURITY NUMBER OR
EMPLOYER IDENTIFICATION NO.:

£r- 0536833

SaltLake-194536.1 0020261-00001

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

M%%’LWW

Its: |

=T RS

LESSEE:

ANDALEX RESOURCES, INC.,
a Delaware corporation

By: ‘7‘ / 7 ../(
DOUGI.AS H. SMITH
President

Date: March //, 2003

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

By, Kreel ) Jearil
REED T. SEARLE
General Manager

Date: March /0, 2003

APR 0 7 03

DIV OF OIL GAS & MINING



STATE OF [Ninnesora )

' SS.
COUNTY OF feelaarn )
On the %‘*day of | ) )a/ok » 2003, personally appeared before me
(0q_Iercen _ the Membe, of Penta Creeks,

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

NN

Notary Public'

Residing at: \—\aub)&f 4, M~
My commission expires: =~

Jom. 3\
31,8007 T APRIL LYNNE HABANA
b MOTARY PUBLIC - MINNESOTA
‘MY COMMISSION
STATE OF mw\'\m\-o\ ) FPIRES JAN. 31. 2007
. SS.
COUNTY OF G:f{{)oo(n )

On the E‘day of mgxc)\N » 2003, personally appeared before me

{26 _Jencen , the MOUmbrer 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.

Qs Dk

Notary Public’ ’
Residing at: p\ OA:)\AJ ard \ mV\

My commission expires:
Jon. 3\ , 3047

(S 2 APRIL LYNNE HABANA
Dedloui . NOTARY PUBLIC - MINNESOTA
";’g\w MY COMMISSION

e EXPIRES JAN. 31, 2007

Ere e~ 3

!NCORP(}RA?ED
APR 0 7 2003

DIV OF Ol GA

SaltLake-194536.1 0020261-00001 5
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STATE OF UTAH )
. SS.
. COUNTY OF SALT L AKE )

h
On the _”_‘ 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.

ke Lt

Notary Public 7/
Residing at:_ <5 (4 Lerke Coun 47 Jtah

NOTARY PUBLIC
WAYNE L. CROUCH
45 Weet 10000 South #401

Sandy, Utah 84070
Commission Expires
July 10, 2008
STATE OF UTAH

My commission expires:
'/ A :)’;, / ’., 200 é

STATE OF U NEVADA )
. SS.
COUNTY OF SAEFEAKE C LAy

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

:--:.-a.a--..-....’.-..
! NOTARY Ic ! Y]
X C°“£X£§ %-;me of Nevada { /)?/ ﬂv—»
: L A QAUNA

: No. 01-6951133}{ ! Notarl/y Public ‘
oM S iment Expires May 15,2005 1 Residing at: LAS VELAS NV

My commission eXpifes =~~~ :

5-15-ps
APR 0 2 2003
‘ DIV OF Ol GAS & MINING
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Section 1

Insert
Family Tree
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Section 2

MURRAY ENERGY HOLDINGS CO.
29325 Chagrin Boulevard, Suite 300

Pepper Pike, Ohio 44122

Officers:

Robert E. Murray
Scott Boyle

Michael D. Loiacono
Robert D. Moore

Michael D. Loiacono

Michael O. McKown

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #

Shareholders:

Directors:

433872.11
10220777.2

President & CEO
President & CEO
President & CEO
President & CEO

Treasurer

Secretary

Delaware;
Charter No. 3676958

June 27,2003

20-0100463

Robert Eugene Murray
Robert Edward Murray
Jonathan Robert Murray
Ryan Michael Murray
Fifth Third Bank of
Northeast Ohio, Trustee

Robert E. Murray
Michael D. Loiacono
Michael O. McKown
Robert D. Moore

6/30/03 11/29/05
11/29/05  12/20/05
1/10/05 4/23/07
4/23/07

1/10/05

6/30/03

6/30/03

6/30/03
6/30/03 4/23/07
6/30/03
4/23/07




Section 3

MURRAY ENERGY CORPORATION

Suite 300
29325 Chagrin Boulevard
Pepper Pike, OH 44122

Appointment of Officers

Robert E. Murray

John R. Forrelli
Robert D. Moore

P. Bruce Hill

Michael D. Loiacono
Michael D. Loiacono
Michael O. McKown

Incorporation Information:

State of Incorporation
Date of Incorporation
ID#

Shareholder:

Murray Energy Holdings Co.

(100%)
Robert E. Murray

Directors:
Robert E. Murray
Michael D. Loiacono
Henry W. Fayne
Richard L. Lawson
Andrew D. Weissman
Robert D. Moore

Chairman, President &
Chief Executive Officer
Vice President

Vice President &
Chief Financial Officer

Vice President - Human Resources

Treasurer
Chief Financial Officer
Secretary

Ohio; Charter No. 1211519
February 23, 2001
34-1956752

Begin
10/21/03

2/23/01

02/23/01
12/20/05
01/28/05
01/28/05
10/23/03
04/23/07

Begin

02/23/01
02/23/01
12/18/03
12/17/04
04/23/07
12/18/03
02/23/01
12/20/05
02/23/01

End

10/21/03

04/23/07

End

12/17/04

04/23/07




Section 4

UTAHAMERICAN ENERGY, INC.

P.O. Box 902
6750 North Airport Road
Price, UT 84501
Officers:
Begin End
P. Bruce Hill Chief Executive Officer 08/18/06
P. Bruce Hill President 12/16/06
Douglas H. Smith President 08/18/06 12/16/06
Clyde I. Borrell President 07/31/98 05/19/06
Robert D. Moore Treasurer 08/18/06
Michael O. McKown Secretary 08/18/06
Marsha Baker Kocinski Secretary 07/31/98 06/25/02
‘ Barbara Boyce Secretary 07/31/98 11/01/99
Jay Marshall Manager 07/31/98 8/18/06
Directors:
Robert E. Murray 07/31/98
P. Bruce Hill 08/18/06
Owner:'
Murray Energy Corp.

I' Coal Resources, Inc. is incorrectly listed as a shareholder the AVS OFT. Coal Resources, Inc has never been a
shareholder of UEL

433872.11
102207772




Section 5

ANDALEX RESOURCES, INC.
P.O. Box 902

6750 North Airport Road

Price, UT 84501

Officers:

P. Bruce Hill President and Chief
Executive Officer

Douglas H. Smith President
Robert D. Moore Treasurer
Michael O. McKown Secretary

Former Officers/Directors:
Peter B. Green Director
Peter B. Green CB
Peter B. Green CEO
Ronald C. Beedie Director
John Bradshaw Secretary
John Bradshaw Vice-President
Douglas H. Smith Director
Samuel C. Quigley Vice-President
Andalex Hungary Ltd. Shareholder

Alexander Harold Samuel Green Director

Directors:
Robert E. Murray
P. Bruce Hill

Owner:
UtahAmerican Energy, Inc. 100%
MSHA Numbers
Apex Mine 42-01750
Pinnacle Mine 42-01474
Aberdeen Mine 42-02028

Wildcat Loadout 42-01864

Begin
12/16/06

03/07/94
08/18/06
08/18/06

01/05/98
05/11/90
05/11/90
01/05/88
02/05/90
02/05/90
03/07/94
02/24/95
12/28/20
01/11/02

08/18/06
08/18/06

08/18/06

End

12/16/06

08/18/06
08/18/06
08/18/06
08/18/06
08/18/06
08/18/06
08/18/06
08/18/06
08/18/06
08/18/06




Section 6

AMCA COAL LEASING, INC.

P.O. Box 902
6750 North Airport Road
Price, UT 84501

Appointment of Officers:

P. Bruce Hill
Douglas H. Smith
Robert D. Moore
Michael O. McKown

Directors:

Robert E. Murray
P. Bruce Hill

Owner:

President and Chief
Executive Officer
President

Treasurer

Secretary

UtahAmerican Energy, Inc., 100% ownership

433872.11
10220777.2

Begin
12/16/06

08/18/06

12/16/06
12/16/06

08/18/06
08/18/06

08/18/06

End

12/16/06



Section 7

ANDALEX RESOURCES MANAGEMENT, INC.

P.O. Box 902
6750 North Airport Road
Price, UT 84501

Appointment of Officers:

Douglas H. Smith
P. Bruce Hill

Robert D. Moore
Michael O. McKown
Directors:

Robert E. Murray
P. Bruce Hill

Shareholders:

UtahAmerican Energy, Inc.

President

President and Chief
Executive Officer
Treasurer

Secretary

100%

Begin
08/18/06
12/16/06

12/16/06
12/16/06

08/18/06
08/18/06

08/18/06

End
12/16/06



Section 8

GENWAL RESOURCES, INC.

P.O. Box 1077
Price, UT 84501

Officers:

Douglas H. Smith
P. Bruce Hill
P. Bruce Hill

Robert D. Moore
Michael O. McKown

Directors:

Robert E. Murray
P. Bruce Hill

Former Directors:
Peter B. Green
Ronald C. Beedie
Douglas H. Smith
Gordon Ulrich

Former Officers:

Peter B. Green
Samuel C. Quigley
John Bradshaw
John Bradshaw
Douglas H. Smith

Owner:

ANDALEX Resources, Inc. is and remains the sole shareholder of Genwal Resources, Inc.!

MSHA Numbers
Crandall Canyon Mine

' Intermountain Power Agency holds, as a tenant in common, an undivided 50% interest in certain real property interests
regarding the Crandall Canyon Mine.

433872.11
10220777.2

President

President and

Chief Executive Officer
Treasurer

Secretary

Chairman & CEO
Vice President

Vice President
Secretary & Treasurer
President

42-01715

Begin
08/18/06

12/16/06
12/16/06
12/16/06

08/18/06
08/18/06

End
12/16/06

8/9/06
8/9/06
8/18/06
10/30/96

8/9/06
8/18/06
5/17/05
8/18/06
12/16/06



Section 9

WEST RIDGE RESOURCES, INC !

P.O. Box 1077
Price, UT 84501

Officers:

Douglas H. Smith

P. Bruce Hill

Robert D. Moore
Michael O. McKown

Directors:

Robert E. Murray

P. Bruce Hill

Owner:

Andalex Resources, Inc.!

Former Directors™

Peter B. Green

Ronald C. Beedie
Douglas H. Smith
Former Officers'

Peter B. Green
Samuel C. Quigley
John Bradshaw
Douglas H. Smith

MSHA Number

President

President and Chief
Executive Officer
Treasurer

Secretary

100%

Begin Date
4/1/98

4/1/98

4/1/98

Position
Chairman & CEO
Vice President
Secretary
President

West Ridge Mine 42-022444

Begin
08/18/06

12/16/06
12/16/06
12/16/06

08/18/06
08/18/06

End Date
8/9/06
8/9/06
9/18/06
Begin Date
4/15/98
4/15/98
4/15/98
4/15/98

End
12/16/06

End Date
8/9/06
8/18/06
8/18/06
12/168/06

! WEST RIDGE Resources, Inc. (“WRRI”) was formed on March 10, 1998. No actions of WRRI occurred before that

date.

! ANDALEX Resources is (and remains) the sole shareholder of WRRI. WRRI and the Intermountain Power Agency
hold certain real property interests as tenants in common, each owning a 50% interest therein.
™ The initial directors of WRRI (as shown above) were appointed on April 1, 1998; the “Begin Date[s]” for each such
director shown on the OFT form are incorrect.
™' The initial officers of WRRI (as shown above) were appointed on April 15, 1998; the “Begin Date[s]” for each such
officer shown on the OFT form are incorrect. Also, Christopher G. Van Bever never served as an officer of WRRI; the
information shown on the OFT form to the contrary is incorrect.



Section 10

INTERMOUNTAIN POWER AGENCY

(Tenant in Common, 50% undivided interest; West Ridge Mine Permit C/007/041; Crandall Canyon
Mine Permit C/015/032)!

10653 South River Front Parkway, Suite 120

South Jordan, Utah 84095

(801) 938-1333

Appointment of Officers:

Ray Farrell Chairman 12/1998
R. Leon Bowler Vice-Chairman 12/1984
Ted L. Olson Secretary 01/2002
Russell F. Fjeldsted Treasurer 03/2007
Directors: Begin Date End Date
R. Leon Bowler 06/1977
Ray Farrell 11/1978
Clifford C. Michaelis" 01/1988 6/2007
Ted L. Olson
01/1990
Russell F. Fjeldsted 01/1992
Walter Meacham 01/1999
Gary O. Merrill 01/2002 6/2007
Robert O. Christiansen 06/2007
Ed Collins 06/2007

! Intermountain Power Agency holds, as a tenant in common, an undivided 50% interest in certain real property interests
regarding the West Ridge Mine and the Crandall Canyon Mine.
" Replacing controller Dan R. Eldredge, serving from April 11, 1988 to January 1990.

433872.11
10220777.2



. Name and address of IPA's general manager:

Jim Hewlett

Intermountain Power Agency

10653 South River Front Parkway, Suite 120
South Jordan, Utah 84095

Telephone (801) 938-1333

Assumed position December 1, 2007

Resident Agent for IPA:

Mark Buchi

Holme, Roberts, and Owen

299 South Main, Suite 1800

Salt Lake City, Utah 84111
Assumed position January, 1988

IPA Designated representative to the Crandall Canyon Project and West Ridge Project Management

‘ Boards:

Aram Benyamin

Operating Agent

Los Angeles Department of Water & Power
111 North Hope Street, Room 1263

Los Angeles, California 90012-2694
Telephone (213) 367-0286

Principle Shareholders of IPA:

IPA has no shareholders. IPA is a political subdivision of the State of Utah created under the

Interlocal Cooperation Act, Title II, Chapter 13, Utah Code Ann. 1953, as amended, and as such, has
not issued stock.



. Section 11

MURRAY ENERGY AFFILIATE COMPANIES

433872.11
10220777.2




Principal Office:

29325 Chagrin Boulevard
Suite 300

Pepper Pike, Ohio 44122

Ofﬁcefs:

Robert E. Murray

P. Bruce Hill

Robert D. Moore
Michael O. McKown

Jeffrey L. Cash

Incorporation Information:

State of Incorporation:

Date of Incorporation:

ID #34-1867389

Shareholders:

Directors:

AMCOAL HOLDINGS, INC.
10/10/05-blr

101 Prosperous Place
Suite 125
Lexington, Kentucky 40509

President 5/23/03

Vice President — 10/01/98
Human Resources

Treasurer 10/01/98
Secretary 3/1/05
Assistant Treasurer 11/01/99
Ohio;

Charter No. 1007981

June 12, 1998

Murray Energy Corporation

Robert E. Murray



Revised 2/14/05

433872.11
10220777.2




Principal Office:
29325 Chagrin Boulevard

Suite 300 P. O. Box 727

Pepper Pike, Ohio 44122

Officers:

Robert E. Murray

John R. Forrelli

Michael O. McKown

P. Bruce Hill

Robert D. Moore

Jeffrey L. Cash

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #73-1543124

Shareholders:

Directors:

THE AMERICAN COAL COMPANY

Harrisburg, Illinois 62946

Acting President

Vice President

Vice President, General Counsel
and Secretary

Vice President —
Human Resources

Treasurer

Assistant Treasurer and Assistant
Secretary

Delaware;
Charter No. 2881631

June 2, 1998

AmCoal Holdings, Inc.

Robert E. Murray

11/02/02

9/07/04

3/15/99

3/1/05

10/01/98

10/01/98

11/01/99
6/01/01



29325 Chagrin Boulevard
Suite 300
Pepper Pike, Ohio 44122

Officers:

Robert E. Murray

B. J. Cornelius
Edwin D. Lane
William E. Hollars
Richard Rice
Michael O. McKown
Steven C. Ellis
James R. Turner, Jr.

Duane A. Smith

Brenda L. Murray

Incorporation Information:

State of Incorporation
Date of Incorporation

ID #34-1603699

Shareholder:

Directors:

Revised
5/2/07

THE AMERICAN COAL SALES COMPANY

Chief Executive Officer
President

Vice President

Vice President

Vice President

Secretary

Secretary

Treasurer and

Assistant Secretary

Assistant Treasurer and Assistant
Secretary

Assistant Secretary

Ohio; Charter No. 727836

June 29, 1988

Coal Resources, Inc.

Robert E. Murray

Begin End
11/11/88
9/08/95
11/01/99 3/1/05
3/1/05
11/11/8811/01/99
3/1/05
11/10/88  3/1/05
3/1/05

6/25/01
6/25/01
9/8/95
6/25/01

9/08/95



29325 Chagrin Boulevard
Suite 300
Pepper Pike, Ohio 44122

Officers:

Stanley T. Piasecki
Charles E. Shestak
Michael O. McKown
Robert D. Moore

Elmer A. Mottillo

Former Officers:

Clyde I. Borrell
William W. Taft

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #34-1797161

Shareholder:

Director:

Revised
5/2/07

433872.11
102207772

AMERICAN COMPLIANCE COAL, INC.

President

Vice President
Secretary
Treasurer and
Assistant Secretary
Assistant Treasurer

President
Secretary

Colorado;
Charter No. 19941059260

May 24, 1994

Murray Energy Corporation
(100%)
Robert E. Murray

Robert E. Murray

Begin
3/1/05
03/10/03
3/1/05
6/25/01
6/25/01
8/22/03

6/02/97
5/24/94

6/1,/01
5/24/94

5/24,/94

End

3/1/05
3/1/05

2/23/01




43521 Mayhugh Hill Road
Township Highway 88
Beallsville, Ohio 43716

Officers:

Robert E. Murray
Robert D. Moore

Michael O. McKown

James R. Turner, Jr.
Robert D. Moore

Robert L. Putsock

Incorporation Information:

State of Incorporation

Date of Incorporation
ID #31-1550443

Shareholder:

Director:

Robert E. Murray
P. Bruce Hill

Revised
3/16/07

AMERICAN ENERGY CORPORATION

Begin End
President 12/15/04
President 6 / 25 / 0112/15/04
Secretary 11/01/99
Treasurer 3/1/05
Treasurer 6/25/01 12/15/04
Assistant Treasurer 1/27/04
Ohio;
Charter No. 00842695
April 12, 1993
Murray Energy Corporation
(100%)
12/15/04

7/02/01 12/15/04




ANCHOR LONGWALL AND REBUILD, INC.
One Industrial Park Drive
Wheeling, West Virginia 26003

Officers:
Begin End
P. Bruce Hill President and 2/16/99 11/10/06
Assistant Secretary 2/16/99
Chad Underkoffler President 11/10/06
Michael O. McKown Secretary 11/01/99
James R. Turner, Jr. Treasurer 9/16/05
Duane A. Smith Assistant Secretary 11/01/99
Incorporation Information:
State of Incorporation West Virginia;
Charter No. 00961100093212818
Date of Incorporation April 18, 1996
ID #55-0749933
Shareholder: Coal Resources, Inc.
[.LD. # 34-1586390
Address: 29325 Chagrin
Boulevard
Suite 300
Pepper Pike, OH 44122
Director: Charles E. Shestak 11/01/99

P. Keith McGilton 11/01/99

433872.11
10220777.2




AVONMORE RAIL LOADING, INC.
125 Old Farm Drive,
Pittsburgh, PA 15239

Officers:

P. Bruce Hill ~ President 6/25/01
Robert D. Moore Treasurer 6/25/01
Michael O. McKown Secretary 3/1/05
Robert L. Putsock Assistant Treasurer 1/02/03
Elmer A. Mottillo Assistant Secretary 1/02/03

Incorporation Information:

State of Incorporation Delaware;
Charter No. 0798860

Date of Incorporation February 19, 1974
Qualified May 6, 1974
Pennsylvania;
PA Entity #000302999

ID #25-1253970

Shareholder: Mill Creek Mining Company

Director: Charles E. Shestak

433872.11
10220777.2




BELMONT COAL, INC.
P. O. Box 146
Powhatan, Ohio 43942
Officers:
Begin End
Robert D. Moore President , 6/25/01
Maynard St. John Vice-President 1/02/02 6/26/02

James R. Turner, Jr. Secretary/Treasured/16/05

Kristi D. Brown Secretary/Treasuret1,/08/019/16/05

Incorporation Information:

State of Incorporation Ohio;
. Charter No. 00842697
Date of Incorporation April 12,1993

ID #31-1536602

Shareholder: Murray Energy 6/1/01
Corporation (100%)

Robert E. Murray 4/19/93 6/1/01

Director: Duane A. Smith 4/12/93 12/15/06
Robert D. Moore 12/15/06

433872.11
10220777.2




125 Old Farm Drive
Pittsburgh, PA 15239

Officers:

P. Bruce Hill

Robert D. Moore

Robert L. Putsock

Elmer A. Mottillo

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #25-1127473

Shareholder:

Director:

Revised
3/6/07

433872.11
10220777.2

CANTERBURY COAL COMPANY

President and
General Manager

Secretary and
Treasurer

Assistant Treasurer

Assistant Secretary

Pennsylvania;
PA Entity #000055242

July 26, 1963

Mill Creek Mining Company
(100%)

Charles E. Shestak

6/25/01

6/25/01
6/25/01

1/02/03

1/02/03




29325 Chagrin Boulevard
Suite 300
Pepper Pike, Ohio 44122

Officers:

Robert E. Murray
Michael D. Loiacono

Robert D. Moore

Scott A. Boyle

P. Bruce Hill
Michael O. McKown
Robert L. Putsock

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #20-0100479

Shareholder;

433872.11
10220777.2

COAL RESOURCES HOLDINGS CO.

Begin - End
President and CEO 6/27/03
Treasurer 6/27/03
CFO 12/20/0504/23/07
CFO 04/23/07
Chief Financial Officer 10/29/05 12/20/05
Secretary 3/1/05 11/01/05
Secretary 11/01/05
Assistant Secretary and Assistant  6/25/01
Treasurer 6/25/01
Delaware;

Charter No. 3676954

June 27, 2003

Robert E. Murray (Class A
Shares 100%)

Robert Eugene Murray (Class
B Shares 20%)

Robert Edward Murray (Class
B Shares 20%)

Ryan Michael Murray (Class
B Shares 20%)

Jonathan Robert Murray
(Class B Shares 20%)

Fifth Third Bank of
Northeast Ohio, Trustee




Director:

Revised
5/10/07

(Class B Shares 20%)
Robert E. Murray

6/27/03




29325 Chagrin Boulevard
Suite 300
Pepper Pike, Ohio 44122

Officers:
Robert E. Murray

Michael D. Loiacono

Robert D. Moore
Scott A. Boyle

P. Bruce Hill
Michael O. McKown

Robert L. Putsock

Incorporation Information:

State of Incorporation:

Date of Incorporation:

ID #34-1586390

Shareholder:

Directors:

433872.11
102207772

Chairman, President and Chief
Executive Officer

Treasurer
CFO
CFO

Chief Financial Officer

Secretary
Secretary

Assistant Secretary and Assistant
Treasurer

Ohio;
Charter No. 717546

January 29, 1988

Coal Resources Holdings Co.
Robert E. Murray

Robert E. Murray

Henry W. Fayne

Andrew Weissman
Richard L. Lawson
Michael D. Loiacono
Robert D. Moore

COAL RESOURCES, INC.

Begin End
3/1/05

1/28/05
12/20,/0504,/23/07
04,/23,/07

10/17/05 12/20/05

3/1/05 11/01/05
11/01/05

6/25/01
6/25/01

10/21,/03

1/29/88 10/21/03

12/20/05 04/23/07
04,/23/07



29325 Chagrin Boulevard
Suite 300
Pepper Pike, Ohio 44122

Officers:

Robert D. Moore

Robert D. Moore

Michael O. McKown

Elmer A. Mottillo

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #34-1769562

Shareholder:

Director;

Revised
3/6/07

433872.11
10220777.2

CONSOLIDATED LAND COMPANY

President

Treasurer and
Assistant Secretary

Secretary

Assistant Secretary

Ohio;
Charter No. 00842696

April 12, 1993

Murray Energy Corporation
(100%)

Robert D. Moore

8/11/04

6/25/01
6/25/01

3/1/05

8/22/03

6/1,/01

8/11/04




P. O. Box 259
R. D.#2, Fermantown Road
Brockway, PA 15824

Officers:

Stanley T. Piasecki

Elmer A. Mottillo
Michael O. McKown

Charles E. Shestak

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #31-1044044

Shareholder:

Director:

Revised 2/14/05

ENERGY RESOURCES, INC.

President and ' 8/11/04
Chief Executive Officer

Treasurer 8/22/03
Secretary 3/1/05
Assistant Secretary 4/30/93
Pennsylvania;

PA Entity #762734

September 14, 1982

Mill Creek Mining Company

Stanley T. Piasecki 8/11/04




29325 Chagrin Boulevard
Suite 300
Pepper Pike, Ohio 44122

Officers:

P. Bruce Hill

Michael D. Loiacono

Incorporation Information:

State of Incorporation
Date of Incorporation

ID #34-1635301

Shareholder:

Director:

Revised
3/6/07

433872.11
10220777.2

THE HOCKING VALLEY RESOURCES COMPANY

President 3/1/05
Secretary and Treasurer 4/05/93
Ohio;

Charter No. 755531

August 25, 1989

Ohio Valley Resources, Inc.

Robert E. Murray 4/05/93




101 Prosperous Place
Suite 125
Lexington, Kentucky 40509

Officers:
Robert N. Sandidge

Dennis W. Bryant
B. J. Cornellius

James R. Turner, Jr.
Robert D. Moore

Michael O. McKown

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #61-1264385

Shareholder:

Director:

Revised
3/6/07

KENAMERICAN RESOURCES, INC.

Begin End
President 12/16/06
President/Manager 10/1/05 12/16/06

Senior Vice-President--Sales 11 /1/05

Treasurer 3/1/05
Assistant Treasurer 3/1/05
Secretary 2/13/06
|
|
Kentucky;

Charter No. 0331655

June 9, 1994

Mill Creek Mining Company

Robert E. Murray 6/1/05



Principal Office:

29325 Chagrin Boulevard
Suite 300

Pepper Pike, Ohio 44122

Qfﬁcers:

Paul B. Piccolini
Ronnie D. Dietz
Michael B. Gardner

VACANT
Roberta K. Heil

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #25-1755305

Shareholder:

Director:

433872.11
10220777.2

MAPLE CREEK MINING, INC.

981 Route 917
Bentleyville, Pennsylvania 15314

Begin End
President 4/28/06
Vice President 3/1/05
and Treasurer
Secretary 3/1/05 5/01/07
Assistant Secretary 11/01/99
Pennsylvania;
PA Entity #2607113
November 9, 1994
Sunburst Resources, Inc. 1/11/95

Robert E. Murray




MILL CREEK MINING COMPANY
P. O. Box 259
R. D. #2, Fermantown Road
Brockway, PA 15824

Officers:
A Begin End

Charles E. Shestak President 8/18/98
James R. Turner, Jr. Treasurer 3/1/05
Robert D. Moore Treasurer 6/25/01 3/1/05
Robert D. Moore Assistant Treasurer 3/1/05
Michael O. McKown Secretary 3/1/05
Michael E. Elliott Secretary 8-18-98 3/1/05
Robert L. Putsock Assistant Secretary and 6/25/01

Assistant Treasurer 6/25/01

Incorporation Information:

State of Incorporation Pennsylvania;

PA Entity #0007447787
Date of Incorporation December 1, 1981
Certificate of Amendment July 7, 1988;

#8854525

ID #31-1040986

Shareholder: Coal Resources, Inc.

Director: Robert E. Murray 5/14/04




P. 0. Box 135
1060 Ohio Avenue
Glassport, Pennsylvania 15045

Officers:

Paul B. Piccolini

James R. Turner, Jr.

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #25-1490495

Shareholders:

Directors:

MONVALLEY TRANSPORTATION CENTER, INC.

President 4/28/06
Secretary and 3/1/05
Treasurer

Pennsylvania;

PA Entity #856918

February 15, 1985

Pennsylvania Transloading, Inc.

Robert E. Murray and
Michael D. Loiacono 11/01/99



MURRAY ENERGY CORPORATION

29325 Chagrin Boulevard, Suite 300

Pepper Pike, Ohio 44122

Officers:
Robert E. Murray

John R. Forrelli
Robert D. Moore

P. Bruce Hill
Michael D. Loiacono

Robert D. Moore
Michael O. McKown

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #34-1956752

Shareholder:

Directors:

Revised 5/10/07

433872.11
10220777.2

Begin End
Chairman, President, & 02/23/01
Chief Executive Officer 02/23/01
Vice President 12/18/03 12/17/04
Vice President & 12/17/04
Chief Financial Officer 04/23/07
Vice President/Human 12/18/03
Resources
Treasurer 02/23/01
Chief Financial OfficE¥20/05 04/23/07
CFO 04/23/07
Secretary 02/23/01
Ohio;

Charter No. 1211519

February 23, 2001

Robert E. Murray

Murray Energy Holdings Co.

100%

Robert E. Murray
Michael D. Loiacono
Henry W. Fayne
Richard L. Lawson
Andrew D. Weissman
Robert D. Moore

02/23/0110/21/03
10/21/03

02/23/01
01/28/05
01/28/05
01/28/05
10/23/03
04/23/07

04/23/07



OHIOAMERICAN ENERGY INCORPORATED
29325 Chagrin Boulevard
Suite 300
Pepper Pike, Ohio 44122

Officers:

D. Michael Jamison President 5/1/05
Michael O. McKown Secretary 5/1/05
Robert D. Moore Treasurer 5/1/05
Elmer A. Mottillo Assistant Treasurer 6/30/06

Incorporation Information:

State of Incorporation Ohio

Date of Incorporation February 1, 2005

ID #20-3044610 Ohio Charter No. 1518533

Director: Robert E. Murray 5/1/05
Shareholder: Murray Energy Corporation  5/1 /05
Revised

3/6/07

433872.11
10220777.2




Principal Office:
56854 Pleasant Ridge Road
Alledonia, Ohio 43901

Officers:

Vacant
Paul B. Piccolini

Ronnie D. Dietz
Michael B. Gardner
Roberta K. Heil

Bonnie M. Froehlich

Incorporation Information:

State of Incorporation

Date of Incorporation

Certificate of Amendment

ID #34-1041310

Shareholder:

Director:

Revised
5/2/07

433872.11
10220777.2

THE OHIO VALLEY COAL COMPANY

29325 Chagrin Boulevard

Suite 300
Pepper Pike, Ohio 44122
Begin End

President 11/4/05
Vice President 1/1/07
Treasurer, 3/1/05
Assistant Secretary and
Corporate Comptroller
Secretary 3/1/05 5/01/07
Assistant Secretary 11/01/99
Assistant Secretary and 6/25/01
Assistant Treasurer 6/25/01

Ohio;
Charter No. 384971

June 6, 1969

October 4, 1988;
#201274

Ohio Valley Resources, Inc.

Robert E. Murray




29325 Chagrin Boulevard
Suite 300
Pepper Pike, Ohio 44122

Officers:
Paul B. Piccolini

John Forrelli
Ronnie D. Dietz

Michael D. Loiacono

VACANT
Stephen Ellis

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #34-1586391

Shareholders;

Director:

Revised
3/6/07

433872.11
10220777.2

OHIO VALLEY RESOURCES, INC.

President
President
Treasurer,
Assistant Secretary and
Corporate Comptroller
Treasurer,
Assistant Secretary and
Corporate Comptroller

Secretary
Secretary

Ohio;
Charter No. 721514

March 29, 1988

Murray Energy Corporation
(100%)
Robert E. Murray

Robert E. Murray

Begin
4/28/06
11/1/99
3/1/05

3/10/95

3/1/05
3/10/95

6/1/01

3/10/95

End

4/28/06

4/28/06

05/01/07
3/1/05

6/1/01



56854 Pleasant Ridge Road
Alledonia, Ohio 43902

Officers:

Vacant

Paul B. Piccolini
Ronnie D. Dietz

Michael B. Gardner

Roberta K. Heil

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #34-1611209

Shareholder:

Director:

Revised
3/6/07

THE OHIO VALLEY TRANSLOADING COMPANY

Begin End

President 11/4/05

Vice-President 1/1/07

Treasurer, 3/1/05

Assistant Secretary and

Corporate Comptroller

Secretary 3/1/05 05/01/07

Assistant Secretary 9/01/00
|
|

Ohio;

Charter No. 727835

June 29, 1988

Ohio Valley Resources, Inc.

Robert E. Murray 4/06/93



THE OKLAHOMA COAL COMPANY
29325 Chagrin Boulevard

Suite 300
Pepper Pike, Ohio 44122
Officers:
_ Begin End
Paul B. Piccolini President 4/28/06
Gregory C. Smith President 11/1/99 4/28/06
Michael O. McKown Secretary 3/1/05
Gregory A. Gorospe Secretary 9/15/94 11/1/99
James R. Turner, Jr. Treasurer and 3/1/05
Assistant Secretary
Kathleen Bednarek Treasurer 6/20/00 6/26/00
Robert L. Putsock Assistant Secretary 1/10/03
Kathleen Bednarek Assistant Secretary 9/3/96 6/26/00
Incorporation
Information:
State of Incorporation ~ Oklahoma;
Charter No. DB00477836
Date of Incorporation April 17, 1989
Licensed in Ohio February 27, 1991,
FL 790739
ID #34-1673480
Shareholder: The American Coal Sales Company
Director: Robert E. Murray
Revised

3/6/07

433872.11
10220777.2



29325 Chagrin Boulevard
Suite 300
Pepper Pike, Ohio 44122

Officers:
Robert D. Moore

Robert L. Putsock
Michael O. McKown

Former Officers:

John Blaine Earles
Tivis Arnold Graybeal
Anthony Carl Laplaca
Joseph R. Bourgo
Joseph R. Bourgo
Norma Jean Mccourt

Incorporation Information:

State of Incorporation

Date of Incorporation
ID #62-1011712
Shareholder:

Daryl Napier

Director:

Revised 5/2/07

ONEIDA COAL COMPANY, INC.

Begin End
President and 06/25/01
Treasurer 11/01/99
Assistant Secretary 06/25/01
Secretary 03/1/05
Vice—President 2/28/92 7/2/93
Secretary 2/28/92  4/28/94
Secretary 4/28/94  11/1/99
Vice—President 9/1/92 10/20/00
Treasurer 4/28/94  10/20/00

Assistant Secretary 4/28/94  11/1/99

West Virginia;
Charter No.
00000020004097TAX

August 29, 1983

West Virginia Resources, Inc.  2/28/92
(100%)
02/28/92

Robert E. Murray



125 Old Farm Drive
Pittsburgh, PA 15239

Officers:
P. Bruce Hill President
Robert D. Moore Treasurer and
Secretary
Robert L. Putsock Assistant Secretary
Incorporation Information:
State of Incorporation Pennsylvania;
PA Entity #2545905
Date of Incorporation September 13, 1993
ID #25-1722115
Shareholder: Mill Creek Mining Co.
Director: Robert E. Murray

Revised 2/14/05

433872.11
10220777.2

PENNAMERICAN COAL, INC.

6/25/01

6/25/01
6/25/01

6/25/01

11/08/93




125 Old Farm Drive
Pittsburgh, PA 15239

Partners:
Pinski Corp. Managing Partner
PennAmerican Coal, Inc. Limited Partner

EIN# 25-1800809
Partnership Effective 7/8/98

Revised
3/6/07

PENNAMERICAN COAL LP

8/19/96

7/8/98



PENNSYLVANIA TRANSLOADING, INC.
29325 Chagrin Boulevard

Suite 300

Pepper Pike, Ohio 44122

Officers:

Paul B. Piccolini President 4/28/06
James R. Turner, Jr. Treasurer 3/1/05
Michael O. McKown Secretary 3/1/05

Incorporation Information:

State of Incorporation Ohio;
Charter No. 736747

Date of Incorporation November 18, 1988

Qualified: Pennsylvania;
December 28, 1988

Certificate of Authority No. 8898868

ID #34-1603748

Shareholder: Sunburst Resources, Inc. 04/01/96
(100%)
Director: Robert E. Murray

I

Revised
5/10/07

' Sunburst Resources, Inc. has always been a shareholder and has no relation to Consolidated Land Company.

433872.11
10220777.2



125 Old Farm Drive
Pittsburgh, PA 15239

Officers:

P. Bruce Hill

Robert D. Moore

Robert L. Putsock
Incorporation Information:
State of Incorporation

Date of Incorporation

1D #25-1800870

Shareholder:

Director:

Revised 2/14/05

President and
General Manager

Treasurer and
Secretary

Assistant Treasurer and Assistant Secretary

Pennsylvania;
PA Entity #002710766

August 19, 1996

PennAmerican Coal, Inc.

Charles E. Shestak

9/05/00

6/25/01

6/25/01

6/25/01
6/25/01

PINSKI CORP.



SPRING CHURCH COAL COMPANY
125 Old Farm Drive
Pittsburgh, PA 15239

Officers:
P. Bruce Hill President 6/25/01
Robert D. Moore Secretary and 6/25/01
Treasurer 6/25/01
Robert L. Putsock Assistant Treasurer 1/02/03
Elmer A. Mottillo Assistant Secretary 1/02/03
Incorporation Information:
State of Incorporation Pennsylvania;
PA Entity #000696663
Date of Incorporation November 2, 1979
ID #25-1372128
Shareholder: Mill Creek Mining Company
Director: Charles E. Shestak

Revised: 2/14/05

433872.11
10220777.2



SUNBURST RESOURCES, INC.
586 National Road
Wheeling, West Virginia 26003

Officers:
Begin End

Paul B. Piccolini President 4/28/06
Ronnie D. Dietz Treasurer 3/1/05
Michael B. Gardner Secretary 3/1/05 05/01/07
Incorporation Information:
State of Incorporation Pennsylvania;

PA Entity #2616384
Date of Incorporation January 10, 1995
ID #25-1766427
Shareholder: Ohio Valley Resources, Inc.  4/01/97
Director: Robert E. Murray
Revised

3/7/07



TDK COAL SALES, INCORPORATED
P. O. Box 259
R. D. #2, Fermantown Road
Brockway, PA 15824

Officers:
Stanley T. Piasecki President and 8/11/04
Chief Executive Officer
Elmer A. Mottillo Treasurer 8/22/03
Michael O. McKown Secretary 3/1/05
Charles E. Shestak Assistant Secretary 2/01/99
Incorporation Information:
. State of Incorporation Pennsylvania;
PA Entity #00758582
Date of Incorporation June 28, 1982
ID #25-1422374
Shareholder: Energy Resources, Inc.
Director: Stanley T. Piasecki 8/11/04

Revised: 02/14/05

433872.11
10220777.2



29325 Chagrin Boulevard
Suite 300
Pepper Pike, Ohio 44122

Officers:

Paul B. Piccolini

Ronnie D. Dietz

Michael B. Gardner

Incorporation Information:

State of Incorporation

Date of Incorporation
ID #52-1615668

Shareholder:

Director:

Revised
3/6/07

433872.11
10220777.2

President

Treasurer and
Assistant Secretary

Secretary
Vice-President

Pennsylvania;
PA Entity #1072295

December 29, 1988

Maple Creek Mining, Inc.
and Toni J. Southern

Robert E. Murray

UMCO ENERGY, INC.

Begin End
4/28/06

3/1/05

3/1/05 05/01/07
5/3/06



P.O. Box 902
6750 North Airport Road
Price, Utah 84501

Officers:

P. Bruce Hill
P. Bruce Hill
Douglas H. Smith

Clyde 1. Borrell

Robert D. Moore
Michael O. McKown
Marsha Baker Kocinski
Barbara Boyce

Jay Marshall

Incorporation Information:

State of Incorporation

Date of Incorporation
ID #34-1874726

Shareholders:

Directors:

Revised
5/2/07

UTAHAMERICAN ENERGY, INC.

Begin End
Chief Executive Officer 8/18/06
President 12/16/06
President 8/18/06 12/16/06
President 7/31/98 5/19/06
Treasurer 8/18/06
Secretary 8/18/06
Secretary 7/31/98 6/25/02
Secretary 7/31,/98 11/01/99
Manager 7/31/98 8/18/06
Utah;
Charter No. 212673
July 30, 1998
Murray Energy Corporation
(100%)
Robert E. Murray 7/31/98
P. Bruce Hill 8/18/06



WEST VIRGINIA RESOURCES, INC.
953 National Road
Suite 207
Wheeling, West Virginia 26003

Officers:
Begin End
Neil Kok ' President 10/2/06
Robert D. Moore President 10/20/00 10/20/00
Robert E. Murray President, CEO 12/27/91 10/20/00
Anne Besece Treasurer and Secretary 10/2/06
Robert L. Putsock Treasurer and 6/25/01 10/2/06
Assistant Secretary 6/25/01
Robert E. Murray Treasurer 12/27/91 6/25/01
Michael O. McKown Secretary 3/1/05 10/2/06
Anthony Carl Laplaca Secretary 12/27/91 3/1/05
Incorporation Information:
State of Incorporation: West Virginia;
Charter No. 00913610154813604
Date of Incorporation: December 27, 1991
ID #55-0713676
Shareholder: Mill Creek Mining Company 12/27/91
(100%)
Director: Robert E. Murray

Revised
3/6/07

433872.11
10220777.2



29325 Chagrin Boulevard
Suite 300
Pepper Pike, Ohio 44122

Officers:

Robert D. Moore

Incorporation Information:

State of Incorporation

Date of Incorporation

ID #34-1875051

Shareholder:

Director:

Revised
3/7/07

President, Treasurer and
Secretary

Wyoming;
Charter No. 1998003378171

September 22, 1998

Murray Energy Corporation

Robert E. Murray

WYAMERICAN ENERGY, INC.

5/3/06



NOTE TO REVIEWERS

REPLACE PAGE 3-8 WITH THIS NEW PAGE 3-8



01/04/99

In order to minimize the potential for unstable cliffs and to protect major drainage
channels, coal pillars and barriers will be left in place.

A detailed discussion of potential subsidence effects and mitigation measures can be
referred to in Chapter 5 under R645-301-525. Should any cattle be lost as a result of
mining induced subsidence, WEST RIDGE Resources commits to providing fair
compensation for the loss.

333 Minimizing impacts to fish and wildlife and enhancement of resources.

Based on field surveys and communication with the U. S. Fish and Wildlife Service as
well as on-the-ground surveys in the vicinity of the mine and permit area, no endangered
or threatened species of fish or wildlife are thought to exist within the lease or adjacent
areas. All drainages within the permit area southwest of West Ridge are ephemeral in
nature. Because of the lack of available water, the quality of the region for wildlife
habitat is somewhat restricted.

Grassy Trail Creek is an intermittent stream located in the permit area in Whitmore
Canyon located northeast of West Ridge. In this area the coal seam to be mined is 2000’
below the streambed. In the “Investigation of Surface Water and Ground Water Systems
in the Whitmore LBA Area, Carbon County, Utah” (Appendix 7-1A), Mayo and
Associates concludes that “the stream channel in this area is underlain by approximately
2,000 feet of cover, which includes the entire thickness of relatively unfaulted and
unfractured North Horn Formation, which is known to form an effective barrier to
vertical groundwater migration (Mayo and Associates, 1998) and is known to contain
hydrophyllic clays that swell when wetted to seal any fractures that may form. Therefore,
the potential for the interception and diminution of surface water flows in Grassy Trail
Creek as a result of mining induced subsidence is minimal.” Mining related impacts to
fish and wildlife is expected to be correspondingly minimal.

In order to protect raptors using the area, power lines will be designed and installed
utilizing a raptor-proof design. The poles may also serve to enhance the hunting success
for raptors passing through the area. In coordination with the Division of Wildlife
Resources, hunting platforms could be installed on select poles.

Locations within the permit area that contain potential raptor nesting habitat will be

3-8



R645-301-520

R645-301-521

OPERATION PLAN
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 'z 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.
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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.
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