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Associate Director - Mining

Utah Division of Oil, Gas and Mining
1594 W North Temple, Ste. 1210

Salt Lake City, UT 84116

Re: Land Owner Consultation: West Ridge Resources, Inc. Application for Alternative
Postmining Land Use for Methane Extraction Facilities — West Ridge Mine
Reclamation Plan No. C/007/0041 (MRP). ML 53402.0BA

Dear Ms. Dean:

At the request of West Ridge Resources, Inc. (WRR) and Global Carbon Strategies
Corporation (GCS), and as the owner and manager of the subject lands, we have been asked
to review the Emissions Reduction (ER) Project proposed by the above referenced
application. The Utah School & Institutional Trust Lands Administration (SITLA) owns the
land and the methane resources for the proposed ER Project. On September 1, 2016, SITLA
entered into a lease with GCS regarding the development of the Project (M.L. No. 53402-
OBA) (Methane Lease or Lease), copy attached. Based on our review of WRR’s application
and subject to the terms of our lease with GCS, SITLA believes that the ER Project meets the
criteria for approval of an alternative postmining land use under Utah Coal Program R645-
301-413.220 and .300.

Background

Under the terms of the Methane Lease, ML 53402.0BA, SITLA, leased to GCS the
rights to capture, remove, and destroy coal mine methane (CMM) from the Mine’s
underground workings. The Methane Lease includes five (5) gob vent holes (GVH) and
CMM extraction equipment and facilities. These same gob vent holes are located on WRR’s
coal leases with SITLA and prior to temporary cessation of the Mine were used to vent
methane to protect the Mine’sunde _ o1 1v kforce(GV P _ ). The GVH ojectis
located on three (3) separate tracts of land covering less than three (3) acres. The Division of

il. as and Mining (DOGM) approved the development and operation of the GVH Project
in association with WRR’s mining operations as described in the GVH Appendices attached
to the MRP. Pursuant to the terms of an Asset Sale and Purchase Agreement, WRR has
agreed to sell the GVH Project to GCS, conditioned upon approval of the application for
alternative postmining land use and removal of the GVH Project from the MRP.
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SITLA has reviewed WRR’s application filed with the Division on June 8, 2017, to
change the postmining land use and to remove the GVH Project from the MRP so as to
enable GCS to purchase the GVH Project. Upon completing the acquisition, GCS intends to
construct an enclosed flare system at the main facility site and operate an
industrial/commercial ER Project provided that GCS secures all required state and local
permits and approvals as required under Section 6 of the Methane Lease.

The provisions of R645-301-413.300 provide for consultation between DOGM and
SITLA as the landowner or land management agency concerning WRR’s pending
application. Based on our review of WRR’s application and the Division’s rules at R645-
301-413.220 and .300, we believe the ER Project meets the criteria for approval of an
alternative postmining land use.

Proposed ER Project: Highest and Best Use

As manager of the State’s school and institutional trust lands, SITLA believes the ER
Project meets the requirements of R645-301-413.220 as, “the highest and best use that can be
achieved which is compatible with surrounding areas and does not require the disturbance of
areas previously unaffected by mining.” The Methane Lease is compatible with and indeed
overlaps SITLA’s current coal mining leases with WRR for the West Ridge Mine. All of
these areas are located on SITLA leases within the Mine boundaries and are currently subject
to the MRP. Upon approval of WRR’s application, the GVH Project will be removed from
the MRP and become part of the ER Project as an approved alternative postmining land use.
Therefore, the ER Project will not disturb areas previously unaffected by mining because the
ER Project was originally within the boundaries of a mining operation. Further the ER
Project will be operated in a manner compatible with WRR’s operations under the adjoining
MRP.

As detailed below, pursuant to the terms of the Methane Lease, GCS is proposing that
SITLA approve a plan of operations and reclamation that includes the reclamation
requirements which currently apply to the GVH Project. GCS will post a $75,000
performance and reclamation bond with SITLA. Moreover, the rentals and royalties paid
pursuant to the Methane Lease support SITLA’s mission of maximizing revenues for Utah’s
public education and trust beneficiaries. A¢ "'tior ' ecc - ic, tax 1d employment benefits
to the State and to Carbon County are anticipated from ... P’roject development and
operations. (See: Application pages 4-6). Royalties will be paid to SITLA based on the
destruction of methane which results in positive environmental impacts on air quality. In
sum, development of the ER Project will generate revenues for the State and local
government and create positive air quality benefits, which constitute the highest and best use
that can be achieved with respect to SITLA’s methane resource.
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SITLA’s Plan of Operations

Section 6 of the Methane Lease expressly provides that prior to commencing
operations on the Leased Premises, GCS is required to submit to SITLA a plan of operations
and reclamation (Plan of Operations). The Plan of Operations will, among other things,
contain measures to protect mineral, surface, paleontological and cultural resources on the
leased premises, and provide for the final reclamation of the site upon termination of ER
Project operations.

GCS has provided to SITLA copies of the GVH Appendices, which contain the
DOGM approved provisions for reclamation bonding and restoration of the site to its pre-
mining/industrial use. This land use includes agriculture, wildlife habitat and recreational
uses. GCS has agreed to incorporate in the SITLA Plan of Operations, and be bound by, all
relevant terms and conditions in the GVH Appendices pertaining to the GVH Project.
Pursuant to Section 8 of the Methane Lease, GCS will post with SITLA performance and
reclamations bonds as financial guarantees to assure its full compliance with all of the Lease
terms and conditions.

Compliance with Criteria for Alternative Postmining Land Use.

We have reviewed WRR’s application and believe that the ER Project meets the
criteria for approval as an alternative postmining land use as set forth at R645-301-413.300.

The terms of the Methane Lease assure that there is a reasonable likelihood of the
achievement of the use as required by R 645-301-413.310. The lease term is for 5 years and
can be extended beyond the primary term only if GCS is engaged in diligent operations. See
Methane Lease Section 2.1. SITLA has been provided with a copy of the Asset Sale and
Purchase Agreement between the WRR and GCS and will obtain further evidence of the
closing pursuant to Section 13.12 of the Methane Lease.

Section 6.2 of the Methane Lease requires GCS to comply with all applicable law.
This provision assures that GCS will meet the requirements of R 645-301- 413.320 and that
the ER Project will not present any actual or probably hazard to public health or safety, or
" satofv = ‘diminut” 10r] T 7

Further the Methane Lease assures compliance with the criteria of R 645-301-
413.330, by assuring that the ER Project will not be impractical or unreasonable (among
other provisions, see diligence requirements, Section 2.3); by assuring that the ER Project
will not be inconsistent with applicable land use plans or policies (see compliance with law
requirements, Section 6.2); will not involve unreasonable delay in implementation (see
primary term of 5 years, Section 2.1, extension by diligent operations, Section 2.2 and
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diligence requirements, Section 2.3 ); and will not cause or contribute to violations of federal,
Utah, or local law (see compliance with laws Section 6.2).

Based on our review of WRR’s application and subject to the terms of the Methane
Lease, SITLA believes that the ER Project meets the criteria for approval of an alternative
postmining land use.

Please contact me if you have questions or wish to discuss further.

Yours very truly,

SCHOOL AND INSTITUTIONAL
TRUST LANDS ADMINISTRATION

Assistant Director/Oil and Gas
E-mail:
Office
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of rentals or royalties by Lessor during any period of time in which Lessee is in default be « tobe a
waiver of such breach.

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.

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 both parties.

Binding Effect. This Lease shall be binding upon, and shall inure to the benefit of the parties to it and their
respective legal representative, successors, and assigns.

Certification. Lessee certifies that by signing this Lease, it is qualified to do business in the State of Utah
and is not in default under the laws of the State of Utah relative to qualification to do business within the
state or not in default of any previous obligation with the Lessor.

Assignment of Interest from Mine Operator. Within 120 days of the Effective Date of this Lease, Lessee
will provide Lessor with a copy of the written assignment between Lessee and operator of the West Ridge
Coal Mine. The assignment must provide Lessee with an assignment of the mine operator’s rights, interests,
duties, and obligations in and to the Surface Estate, Leased Substances, GVHs, and Extraction Facilities.










EXHIB.. A

GVH SITE






EXHIBIT “B”
EXTRACTION FACILITIES

Historic West Ridge Mine’s Extraction Facilities:

9 5/8 to 10" Flange Adapter

10" SS Gate Valve

10" Check Valve

10" fabricated Wye

10" Gear Actuated Butterfly Valves

10" flex hose w/ flange ends x 12

10" long sweep 90° Els

10" Flame Arrestors

10" x 8" Adapters

8" x 10" Metering Spool

Verabar Flow Meter

Monitoring PLC

Control Panels w/Methanometer

10" x 8" Adapters

10" x 8" Tee

8" Check Valves

Vent Stack Adapters

Fiberglass Vent Stacks

10" long sweep 90° Els

10" Inlet Filter

10" 150# ss Gasket

10" 150# Blind Flange

14’w 10°h 36’ long Tents (4)

7/8 x 4 3/4 Stud w/ nut

Gasket

GVHs (locations depicted on plat) (5)

Leveling Base

Support Frame

Viper 60-80 Air Compressor

Methane Extractor Units (MEUs) (operating) (4)
Aethane Extractor Unit (spare)

Air Diaphragm Pump

Hose & ftg kit



II. Additional Equipment:

Additional equipment and infrastructure required by Lessee for flare operations
will likely include, among other things, the following:

Enclosed Ground Flare

Steel Flare Shell AssemblyFlanged Inlet Nozzel
Flame Arrester

Butterfly Value w/SS Disc & Stem w/Pneumatically Controlled
Safety Shutoff Actuator

Nitrogen Regulator and Rack

Steel Bellows Type Flex Connector

Weather Shield at Top of Flare

Heat Screen Around Flare (as needed)
Thermocouples

Self-Checking Flame Safeguard Sensors

Flare Purge System with Air Blower and Verification Pressure Switch
Propane Gas Pilot System; Pilot Igniter

Burner System

Thermal Mass Flow Meter

Gas Analyzer

Pressure and Temperature Gauges

Control Panel

Satellite Modem and Communications System
Gas Pipeline from MEUs to Flare

GVH Site Security Fencing



