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STAI'E O}. COLORADO
S I",\TE BOARD OF LAND COMMISSIONERS

Depanment of Natlual Resources

COAL MININ(i LEASI NO, CO 3388

f1lls (l().\l NllNtNG LEASts llhc 
"Lcasc"), m:1de rn duptrca.e and enrered inro lhis ?L!t day oi Ausus!4g_.1,

[r! .rrd bct\rcn rl)c srarc of colorado. acrrng rhrough irs s I'ATE BoARD oF LAND CoMMISsIoNERS, hererual'reI
'dcucd (o.!r Lc5sor, or rhc l lo.:r .d, Jnd Narioual Kins coal Ll,c. 4424 cR 120. Hesperus. co 81326. ircfcinal icr
l  r l r l  rc r l  Io : t i  L_(ssee:

\ \ ' l lNl lSSti l l l :  Lessor, tbr aDd l l1 consrderarion oidre sunr of

'r'.rrcc lcnls hercDr llnd ol the payncnts of annual renlals and royallies reserved hereln, to be kept and pellbrncrj bv
l -c5rcc,  r ls  succlsst Is and rssiSns,  does hereby lcase to Lcssec rhe r ight  and pr ivr legc olexplo ing snd prospecl lng lof ,
r ,i nurDrg {)l rnJ ul0ng oi co,L tiom rbc lands hcr!'in described, suuared in rhe counly ol L4,l!4!1, srale of

^_!t!!s

o{0.t}0

I () I .U. A( lils ir:lQllli

I  I  NL)r  5( : [001

SLJBDIV!!]QN

All

SEC TWP,RGE.

36-35N-r2W NlVtPNl

PATENTS

None

.olll!runils 0.10.oij ilures, nror'c or lcss the|eriiaiier called fhe "Leased Premises"), tt-'gether \\ rth fhe nght lo usc as lru!n
ot LlI l  sur l icc abolc lhe Lcuscd Pf( ' l r ises 15 may be reasonablv required in the exefcisc ol rhe r ighr to mine, rno[rdurg
i(rrP lnrrrrng and Lrndergrould nnlllrrg wT lh the nght to subsldr the surface, and with rhc I ighr to enrer upon rhc s{rrt'tcc
lL, rr)oducl substJcnce l1]ofuionng and suneylng, and Io conduct surtace subsidence rcmediation and rep:rjrs ai
l!--(lulrcd b! ln$: tha rrghl ro couduel cnvuonmental nonllorLrlg, suveyiDg and assessu.Dts and the right ro r!'l]sonrbl.
l lrtss i,rDll cglessi the .lqht lo aollslru.i buildlDgs, malie e\cavitions, srcclipiles, dun]ps, drains, toads. r:rilro:rds,
potver ltnes, ;ttpclrrres and oihel inlprovefl.nts as may bc reasonably necessary jn rhc mining and removal of si id coal,
tL) l l l r  c\tcrt l -crsor has thc aurhorrD to grj i lnt sudh; subjecr, however, to al i  er isl i l lg casclnents and r ighrs,ol,wa),ol
tltrrli piir'lrcs, rnLi tltc rights of surlicc lcs:ces and surt'ace parenrees, and further subject ro the terms, condi(ions xnd
rglc. l l lcnls scl otr l  lD thls Leasc. 

' Ihc 
aSove-Dlennoned rrghts may be exerclsed in coonecl ion wilh development ol

nrrf lrng orl  thc I crrcd lrcnrlses, or \ \ ,11h de\,elopmenl or nlrnrng on other lands (hererncirer cal lcd "Minrng l l ighrs").
Srr(l 'ollrcr lencls" shall rnclude such additronal lands or inreresrs rn lands as Lessee mry bold or acqurre, fiom rinlr L.r
Itrrr!. tirf dlc rlcvclopnrent and mjning of cral in conjunction with Lessee's use and enlo)ment ol this Leisr and rllc'
c\crerscs oi its l\,liDing Righrs thereinafier called "Adtacellr Lands"). The above Mini|g Righrs nlay be erercised so
[n,! .rs l.essee t5 nol in (lctault undcr rht- tems of rhis Lease and Lessee coniinlles lo pay ro Lessor any and rll
fo\,rLtrcs or reDrrls due undcf lhc lc|rs (\l rhis Lcasc. 

'fhe 
above rights to usc fie Leascd Prefiises wldlout mjning o|1

rl)c L,jaseii llenu5rr rs subjcc( ro lhe cxer.lse ofthe lvllnrng Righrs as set tbrth her<lr.

l( trSLI{\/ lN(1, howevcr, to rbe Srare ofColorado:

(

li

Aii l3l irs and prr,r ic;cs oi c\ ly l l ind an.i  nalure, c\cepr as irre hereir specri ical ly granred.

t h! frgirt to usc or lc3sa lha l-aascd PreDlses or any part thergof ar tny tir't1e tbr aDy putposc, lncllrdlng
th( rghr to c)(plorc rnd pfospecl lhe Lcased Prcmises tbr mrnerals other dltn Ljoal. The use and lcasrnB ,)f
r[c l.cased Plenlses sh:rll be ibl puposes orher lhan and not inconsliLcDt \r rlh the rights and ]rrivrlegcs
l r .  r c , r  j pc f r r r .  J l l )  g r l , n r cJ .

'I 
ll. frghr Io clisposc ol or lcasc rhe surfuce above c Leased Premises Nhere Lessor rs the surlrcc o\yrcf.

l  l rc r rghi rt  r l l  hnlc'r  durlng the l j te of rhrs l .eese to go upon the I elscd Prcnlses and every parr t l rcrL'ol '
ti)f rhc puryosc ol inspccnIi8 same, an\i thc boo]ts of accounrs and records of mineral workrngs rher'crn,
 rd ()1 itsccrlilrning whcthef or not l-essee anJ rhose holding rhereuniler by rnd from it, arc lrrryrng our
lhc rcflns, co!cnuts irl1d alreements of llis l.e]sc,
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li Ihe ughr xr aDy rm)e ro gi:3nt u right-ot--way in, on, upon, over, lroder, across .r rhrough all or any part ol
rhc Lc:rsed Pr.mises ibr any dlrch, reservoir, raiboad, cornrnulicatron sysrcm, elecsic powcrlue,
pipelrrc, schoolhouse or other lawt'ul purpose. Such grsnls shall be subordinare ro lhe rights of I .ssce,
includtng rhe right to subside the surl'ace of thc Leased Premises ?nd shall provide thal any md all
,lalrlr8es caused to aLry structures or improvem.'nts placed upon fie suriace of dre Leased Prennscs
sub5cqucDt to fie date hcreol shall be rcpaired by and at the expense ofthe parry to whom rhe easemenr
or righFol-w:ty was grantcd. Ii the grant of such rights shall unreasoncbly ilrrerfere wirh Lcssce's rights
h!.rL'Lulder, lhe implemcntatlon or eflectiveness ofrhe grant of such righrs shall be delayed until surh time
as rhcre is I1o inreriercnce wrth Lessee's ngh6.

l' lhc light irl any tin1c ro plsce the Leased Premises inao lhe Stewardship Trust as set fonh in Seclon
I0(1XbXl) oi Aflicte Dt, ofihe State Consdtudon. Sard placemenl mto rhe Stewardship Trust shall be tirr
l-ersons l'lo( ir!onsisrcnr wiL\ the righ$ and privileges olLessee.

Io IIAVL.\ND lO IIOLD tbe above-dcscribed Leased Premjses unto Lessee, irs heirs, successors, assigns, or-
lcgrl rcprcscnliltivcs lor d P mary Teml of iive yeals, and a Secondary Term ol twenl)-t-ive years, unril l'welvc
()il{)ck uoon orr lhc 2flh day of Augusr 2009, subject to compliance with the royalries, renrals, and other temrs.
.ondrLroni, iurd agreenrenta of rhis L.asc, and provided thal coal is berng produced ln paying quanrities lrom the
LLcirscd l)rclNses or lionl lh. Adjdccnr LallJs dunng rhe SecoDdary Term.

l. -\L)IldN!): X4]NIMUM ROYTU,T\_ -- As Dunrmun and advance rovalr\,, wirhcrr relarion ro rhe onDunr of
,jo.rl r)ined iior,rr fic Leased P;emrs<:, Lessee shall pa) a roml o{fin rh:ee equal anoual pay.rnenrs of
5j.+0,{J00.00 ln udvanra Io Lessor bcg,rnrnB on the seconJ annrversary oTiEdissurirce of the reclamatioD Delmit
lssued by drc Div$ion of Mri.r.lls snd ceology.

r\efc:rge ohangcs resultlrg licnl panial sun'ender or paflial assignmenl will lrot reduce the advance
urnittrum r'oyalty ploporlioNtely. lf the Lessee does no! extact coal irom rhe Leiised Premtses sutllcrent t.r
rcxu-n to l,essol thc mrnlnlun)) rm':,unts above specified, it is nevenheless underslood ihat rhc above sunu oi'
rlonL'y ar-c Jue and p:ryable to Lelsor whether or not coai is mined,.but tllar such advance mrnimutr royally
sltall be ercdrted upon the tirst ro'altres due as herein proYided for coal actually produced liom ahe L€ased
Prcrnrscs. ln the absc,rce ofproducilcn in paying quantiDes before rhe expirioon date oi the Lease, all advance
unrirDlLnl royaltics 6nd all rerlrrls shall be forf'eired to l,essor.

ln !rsc of sssignlnenr ol thli Leose, all advJncr nxnrmum royalry pai,l lo Lessor shall be carrLed tbMard
u1d crcditcd ro the assignee.

l. !!tllDu( iiilN RO'r'Al.T\ - Dur,r! thc term ofrhis Lcase, Lessoi hereby reserves, and Lessee agrees ro pay
tLr l-cssor, as produliion toyaliy f;t coal mined, removed, sold, and sbipped liom the Leased Pr€mises rhc
lbilo\\'rr1g:

,,,,.",1ii,::x'.'::1,,,$'; t:",:,i::;:i,l':l'*Ji*:ll;i,i1,1iil"JJ#,"fi;lF;'Jii,,:':;:,:,l:
- - , ,  

- ' I ' " n . , ' , , " .  \ ' ' .  ; n , . , , , n / ' , ' ' '  n  " ,

--- =;;r-".....I
fir-sL pornt:'fsale, lbr cach al,J Jve.y.ron (2000 lbs.) ofcool or hgnrte mine; tiom fie L€ased Premises. !r rhc
c\clrr thc ,.o:rl or ligrtlre mnrc.i by eiti.er uaderground or slllp mining methodr is s,tld cn a captive urk.'l, a suul
uqualloI ! saDle IesPecovs ir!!cerji:. ollhe reasonable nrarket value ofcoal or li!nit.. ofthe same qLitl.ty fiorn
lhe salrrc .r('Lrdral arer and rrord uuder lhe samc geDcral conditions, whichever is. greater. ln no casc shall tl".e

:r.r-5< r: lul l i i  valuc oi I . i , - .u Ltu';  "r leElEi-F6un is value may ba negodated between Lessee rnd
t,css(\t .

lior rhe purpos: ol rhr,; Lease. the "Gross Sale Prioe" shall be the "A,,,errge 
Cfoss Sales Price" per ron oi

.oal acrr.ruily nriued, ;enroved, rold l:rd shipped fiom rhe Leased Premrses during any monrh which shall be ar)
rmounl c'!}r l to fi€ iotal g..ss pro:r.:ds l'r'om all such sdes ofsuch coal during such xronth divided by the total
nunlhcf oi rons of ruch corl, exce,r rhar deduonons shall be made liom rhe roral gross proceeds fbr the
tbllo'rlng itcDls to ttrr exletlt iirclu'le I in such lotal gross proceeds: (i) transpondrion or delivery cosB illculTcd
by L-cssec Ln traosporing srLch coal t:cm thc Division oiMinerals & Geolo41, permit boundlry ro polrtl ofsale;
xnd (li) iuy dfecl oosjs actua]lv incl:.red in wasbing lhe coal, nor ro excee! per ton (such lasr d.-duction
l,ert lrr t i , : . , :r l lcJ t lrr  "Washr,rg DcJL:-non")

At 0nv tlmc durlrlg ,'hc renri  l this Lease, Lessor shall have fhe right ro ircvide Lessee wnttcn nollcc
lhrr l-.ssor \,ishcs rJ rcnegor!,rre thr Washing Deducrion. As soon as is rersonelrly practicable aftel Lessce's

pro.iur:rror |oyally to Lesso| iri l€ss than per ton. "l,,;nlte" means coal having sn
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.cccipl of slruh nouci, thc pa(i.r ir good i'airh shau renegodate rhe Washllia Deduction to reflecr a deduction
rhrl Ls acdePtable tti Lessor and Liisee. In the event Lessor and Lessee ar-^ lnable lo renegotiare rhe Washing
Dcd[c(ion, rhc wajhing Der]ucrrcii shall be derermrned by a qualified prfl;ssional engineer selected by lhe
llo.tld. I-cssor shall havc the righr :'r require rhc climinarion ofthe Washin.j Deducrion rn rhe calcularion ol d..9
--\\cfuge (jross Salci Price.

l i  rcqlrcstcd by Lcssor, L, tr ic shal l  l 'umish prool of price receivett tbral lcoal soiJ t iom rhc Lclscd
l)rrn, is. 's. such ro)i : ty shal l  b: tr . :  a'd payable on or berbre f ie lasr da] faearh calencar nonrh during rhe
rcrm ol thrs r.ense rl): coal fiined i,.!rNved, sold, and shipped by Lessee .l ,ing ihe precel:ng calenda, n)onrh
liollr the l-eased Pr( ritises.

l l . \ i ' l  \ ( ' 1 .  RUYI .  f \ '  - -  Lc5 "< .  . . : r ees  ro  Dav  r  h ,u l r p r  me t ru  i r - r ^ r : r cn ,  , , . n , . ,  . - , r l
r(muycJ rrum thc j,.lracenr L.ruri. t uough (hr Lcascd Premrses. No ha@rSTfiEll rpply ro coirl n'rr(d
tiri r the l-e.rscd Prrqises 1'or whi r producrlon royrlry is paid. At rhe entj L'r'each s-year peaiod, coumencing
liom the .l,re hereu:. Lessor rnr\ rsonably change rhe mae or amounr o! il:e liaul.rge p_c/alty to be pair! by
Lossco; pr-ovided rl.li, any increB.. i1 lhe rate or amount of tbe Haulage lloyalry shall not be greater rhan ttlc
llrc]casc, ri iny, i, rhe averug.' .,ual percentage change, taken over ,1..r pteceding s-vear period, in rhe
Produc€r Puce Indc . Tdble 5, ( Mining, as llrsl published by US. Dc,.:::mrenr ol Laoor Bureau of Lrbor

-1.

1

ac'u'illy pro.luced 1':,)a1rhe l.,ljoc!.l, Lands and removed thrcugh the Leaseal -riemises. In qase ofassign entol
Ihls L-ease, lll adv::.lJe min,n1rn. i:::irlage royalry paid to Lessor shall be .:rnied lbrward rrnd credjted to rhe

tr]]i(llll Jl. COA_],. -- [r is ag:-.e,j ] rar all coal mined rnd taken fron] rhe L.:,tsed premises jhall be werghed rrd
lhc rvoight Lheleof:trdll be cnierel :i, due form in weight records kept tbr srch purposes by Lessee. Lt is agrced
thet the tr'rlr "ton" i.:s used herc'tn .:ions a ton oi2000 pounds ofmerchantli:.'coal as shown by miners'payroll
chetk nurnl;ers or cilicial reilroai !r rrle lickets, or by weighr deremlrned ar 1ll-' nine aipple, or by stare cer!rtied
scalcs; proylded rh.:r if il is nor p,r$ible fo determiDe accurafely the weight by sach means, Lessor may, bv its
duly a[dr(..ized agcnr or ag.nb, ri]J! !o compure a ton of coal ar 27 cub:a l'eei ol coal i! lhe solid or by rhe
nlc:rsLLrcn:crls of tl:e space liom ,\:.ich fte coal is mined, deducting fher.'.fi om all space oocupied by slale ol
otJrcr rnrpLu:ties, arC in such case ,!-,e said compuution shall be final and bu.!drng lipon Lessee_

t{)YAl-l\,- tN Kl).11) -- AI the (.j,rion of Lessor and with 6 monihs'no:iie ro Lessee, Lessor may rakc rrs
produotion royirlty roal in liind, in,,r,hich event Lesscc shall deliver such rc\alty coal to Lessor on the l-eased
P[cDxscs, irilo slun.v pipelines or r',*o srorage piles designated by Lessor, .t!rd Lessee shall not rn such case be
lcclulrcd ro provrde iiee stcrnge oi pay slurry charges lbr any such coal iiin onto storage pilcs or inro sturry

AIIIANILA4INO :llu-!n!!1. . i. l{8Y4!T! - Bc'ginning wjrlr rhe S.'e cndary 'Ierm, Lessee shall pay .rr

sucb advaucc mrnir: -,nr haulage rr:.rity shall bEEiE?lftE?fiF6f,Fliilf?6i? , Irol l ;rs f  
provrd.d r lrur

.::cs oue as nereti Drovloeo lor ioJl

l l lnlr ir l  adYxDce mi,.mum haulatr ioyalry o

leus! ol duing fte ternl ..rf ri Lew lease.

prpcIDcs

li\']LNlia)N - l..ssor is niri cbl:gared ro lssue a new lcase or (o renew thii l.ea!e. llowever., Lcssee nuy have
3 prctcl.enrtirl nght !o rcncw -.'!:s Liiise or to receive a ne\r iease, under the ibilowuri condificns:

,\. Lc5sce shril tirrnish r.J l.e3s;. satist'acrcry evidence oi plans for nrrmg ci:rLng lhe rerm ol the renewed

Lcssee shall iurnish iclequaie geological evidence to Lessor fiat the ,crcage subject to the fenewed or
rc!\' lcasc is in f'act ;:1 iiregrni psrt {}fand conrarns resenes in s logica! m;nlng unit. Whether the acreagc
is o| rs nor a oart of ir logic;rl rnining unil \\rll be detemrined by Less.,r.

An exrension olthis Lease $ould. as deremined by Lessor, be in rhe besr inreresr olrhe Stare.

B. Ar rdvance nrininrurn royalty, the amoun( to be negoliated at the time of rhis exter,sion, will be due and
pa,y_able annuirlly cornmenling on the date fiis l.ease is renewed or a new lease is execured and shrll
contitrue until tlrc expiri:tion oi the new or rcnawed lease. ThiS amounr may be adjusted by Lessor at rhe
en<l ofcach 5-year perioJ olthc renewed or new lease.

('!j!41,(_)N_QLBBQD!q!IQN - This Lease may nor be held in perperuiry; however, rhrs Lease wLll
conliDuc in cltcct through fir Sccondary Term provided thar coal is being prodriced in paying quanrities ti.ofi
thc l-easrd Premises or liom rhe Adjacenl Lands during the Secondary Tcm, and, in addition, a mmimum
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tl.rrl.rsc l.olrlr) oi no t""s trrarli. eaid annLrally. cessation of producrion tbr a period in excess ol 180
eur\!!uo\e drys. cx{epr lur: r'casons pur'suanr ro Paragraph 35 (Force Nta.lerue) herein, will automatically
Lcrnrinalc rhis Lcasc unlcss ol\erwisc agreed to in wrrting by Lessor. Lessee shall nority Lessor of each
cessatrolr ol produetion, the |easons therelbr, and the lime period during which production will or did cease.
Forcc Malcure shall nor relicve Lessee of any obligarion ro pay rena, advance mininum royalty, or advance
nrrrinrunr huLrlagc royalty to Lessor-.

!lMt']:l!! -- A peualry shall be imposed for', bur no. limi.ed lo, lare paymenrs, rrnproper payllknrs,
vrohtio s oa iLny covcuanls ol dris Lcase, ot any l'else slarements nade ro Lessor. PeDirllies shall bc deremined
b1' l-cssol und lnay bc tn the t;rn1 ()1, but not limjted to, inlelest, t!es. and t-ines.

oVltlrlDtNIiSQIaLl Y I-INIITATIONS -- It is agreed that this Lease or any subsequerr 4ssrmmenr llcreoi
shnll uor b! buldeDed with ovenidtng ro'p.cc a, rhe irsr poulr or sare ,", ""^, ,f,lli"il*LT.,fl0",*ffitJl:ffi::',*:J;?:F;:*:::"i.::::
trltusr bc norilicd of all overnding royallies burdening this Lease. ViolatioD ofthe above may subject thas Lease
ro cir oelhriolr b] L€ssor.

\SSIIINMEN.I - Lessee, wilh wr:iften consent ofLessor, nray assign ahis Lease as to rhe leasehold interesr of
1..'ssec in all or part ot the Lcased Premises; provided drdl Eacts may not be less than rpproximarely 40 acres ol
(;olrrnrnc)rrirl lors corespondilg ro a qlraner-qua cr sectio'r for parrial assign''ena. For approval of such
Jsslgrmcnl LJssor nuy chargc cn assignnrenl fee in :rn dmount currently in eft'ecr at the time ofthe assrgnnrent.

It :rD JssrgnrDenl of a pan ol rhis Leose is approved, a new lease designated as an assignment will be
lsstlcd to ilis irsslgnec coveriaE the lands assigned lbr the balance of the teml of lhc base lease on the nlnlng
lcusc lbrm rn use at the tinrc of r:ssignment and limrtcd as to term as said lease is l|mited. The assrgnor wrll be
relcuscd aud discharged liom -rll llrrher obligations for slLch lands assigned, as rfrhe same had never been a par.t
olrbls l ,ei lse.

No sslgDnenr or tlanster ci thls Leas(' \rlll be hcld valid by Lessor unless nlade with its consenr in
\,r-lung anJ dlriy eDlcrcd in thL'boo[s or records ofLessor.

Nor,\ xhsranding lhe tcrejoing proYisions of rhis Paragraph ll, Lessce shall have the righr, wjlhour the
rpplovill oi L-essor, to assign rr ,ublease its nghts heleunder to any parent COrporaiiOn, affiliate, or subsldlary ol'

p;;ll@ assiirce tbr the assisnmenr of rhis
-

cons l Jc Ia t l onssha l l bcma@ep |esen Ied toLesso ra |ongw l l h t l r e
olhcr rlssi-ulnlcna instnrmenrs lD or-der io obrain Lessor's approval for the assignm€nr. An assignmenr does not
corlslrlute ! new lease but is 3 ccntrnuation ofthe base lease. Any artenlpt to wirhiDld this information shall be
cotlsll!tL'd rj :rn dttcmpl to dcliaud fhe State ol Colorado and shall render this Leas. nuli, void snd non.'risrenr,
und ltll mo:,rc,s paid ro Lcssor':l-.rli be fori'eited to Lessor-. In addition, the cunenr jrjtutory fees will be paid al
rc trme (h! :rssignmcnt recold f.JiT! is submified.

4(,iREE!!I:]{IS_QIJTSIDE lliE TERMS OF 
'I'HIS 

LEASE -- No assigrmer.i cf undivided interesrs or
rcltl1 on o! r;scryarion ol o\ilrrCirlg royalties will be rccognized or approved by : essor; and the efltct, ifary,
ot orly suc . iissignments or rcser varions wrll be strictly and only as between the p:t|Iies thereto, and ourr,de the
tsr'tli oi lhrs l.casc, ;ud rlo disput!' between parties to a]ry such assignment or leservaiion shall opetare to relieye
I csscc tio[r pertbmulce of any tcl.n'ts or conditions hereof or to pospone the rirne theretbr. Lessor' lvill aDd
shrll at all iunes be enn ed Lr look solely to Lessee or its assignee shown on Lessof's books as beilig the solc
own.r h€rcoi, and lbr the serrding of rll notices aequircd by this Lease and for the pertbrmance olall rerms antl
corldiodns hercoi.

-thhough not brtding oD Lessor, all insuumenls of every kind aid n3rure wharsoever, including buf not
|mrtcd to sublease agreements and operating agreenre[ts, alfecting this Lease sha]l be liled in the records ol the
Nlin.'ftI l).prmllent oilessor. i-rpon iequest, such rnsnuments fumished may be krpr confidential as consisienr
withur thc hrv.

!U:!Ol{.l S I\ND-&Lq)RDS -- itf'ter operations begrn. ir is aBeed rhar on or beibre lhe tasr day oieaclr nronrh
Juuug rhe r.rm of rhis Leasc, Lesrce shall submil a sworn, wrtnen report r.o Lessoi, ilr which repoft shall be
cDtrred nlrd sct do\\'n rhe allro,|tlt llr weight of all coal mined, removed, sold, and shipped tiom rhe l,eased
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Premises during the preceding calendar month. Lessee agrees to keep and to have in possession corplete and
accwate books and records showing the production and disposition of any and all coal produced from the Leased
Premises and to permit Lessor at all reasonable hours, to examine the s6me or to fi.rmish copics of same to Lcssor
within 60 days following written r.quest along with purchaser's suppod documentation. All said bool6 and
records shall be retained by Lessee and made available in Colorado to Lessor for a period of not less than 6
years. lf any such examination shall rcveal, or if either party shall discover any error o! inaccuacy in its own or
the othe! parfy's statement, payment, calculation, or determinstion, theD, proper adjustment or cofiection thereof
shall be made as promptly as practicable thereafter, except that no adjustmmt or coEectio[ shall bc made if more
than 10 years have elapsed between the time the error or inaccuracy occurred and the discovery by either party of
said error or inaccumcy. It is further ageed that during all proper hours and at all times during the continuance
of this Lease, Lessor or its duly authorized agent, is hereby authorized to check scales as to their accuracy, to go
on any pan ofthe Leased Premises to examine, inspect, survey and take measurements of the same, and that all
conveniences necessaiy for said inspection, survey, or examination shall be fumished to Lessor. Lessee shall
submit, ifrequired by Lessor, such additional rcports, records, or d(rcuments regarding Lcssee's opemtions on the
Leased Premises as necessary for the purpose of determining compliance with lease provisions.

Upon written request by Lessee, Lessor shall kecp all information submitted to Lessor confidential, as
consistent with State law.

EI.IVIRONMENTAL ANALYSIS -- Lessor may require that Lessee submit an environmental analysis for
review by Lessor trefore any exploration, development, or mining begins.

EXPLORATION -- An exploration Notice oflntcnt submittcd to and approved by the Division of Minerals and
Geology is required and must bc obbined beforc any field work ofany type or kind is undertaken. A restoration
bond with the Division of Mine8ls and Geology is required in conjunction with this Notice of Intent. The bond
required by the Division of Minemls and Geology for exploration activities shall be the sole bond required,
unless a change in applicable laws, rules or regulatiods rcquircs an increase in or additioflal bonding; in which
case the apprcpriate bonding will be implemented. The proposed type and m€thod of exploration shall be
outlined on the application for an cxploEtion permit. Lessee is rcquired to kcep an accuate log or record ofall
srrface and subsurface exploration. This exploration work shall be tied to a comer established by an ollicial
USGS survey. All such logs and/o! records may be requested by Lessor at any lime, but Lessor agrees that
during the term of this lJase, all such information so supplied by Lessee shall rcmain confidcntial and
unpublished insofar as it is consistent within the law.

OPERATION PLAN -- All plans for mining may be requested by Lessor fo! review and approval before these
operations bcgin to dctermine that the maximum economically recoverable coal will be mincd. Such approval
will not be unreasonably withheld and if not given within 90 days shall be deemed to have been approved.

DEVELOPMENT AND MININC - An applioation for a mining permit must be submittcd for review to Lessor
and approved by the Division of Min€,rals and Geology before any development or mining of any type or kind is
undertaken; provided that Lessor's review of thc application for mining permit is limited to thirfy days. A
reclamation bond with the Division of Minerals and Geology is rcquired in conjunctioD with this approval of the
mining permit. The bond requircd by thc Divi$ion of Mincrals and Geology for the development and mining
activities shall be the sole bond requircd, unless a chrnge in applicable laws, rules or regulations requires an
increase in or additional bonding; in which case, the appropriate bonding will be implemented. The proposed
typ€ and method of mining shall be outlined in the application for mining permit. Lessee is re4uired to comply
with the terms and conditions included in the approvcd mi ng pcrmit by the Division of Minerals and Geology.

OTHER STATE AGENCIES - Instnments and documents required by other State agencies may satisry certain
rcquircmentr of this Lease. ln the event rhat Lessee is required to file instruments and documents with orher
State agencies, such as the Dinsion of Minerals and Geology, etc., Lessee shall notiry Lessor of said filing and
Lessor reserves the right to request and obtain copies of such instummts and documents fiom Lessee.

MINING METHODS - Only mining methods that will insule the extraction of the grcatest possible amount of
coal consistent within the laws and with premiling good mining practice shall be used. Lcssee also agrees to
reasonably protect the coal beds above and below the coal b€d being mined.

20.
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ANCILLARY USE -- Lessee nray remove coal, and place on the Leased hemises stock piles of coal mined
ftom the Leased Premises and such facilities and equipment as rnay be necessary for this removal. All ancillary
uses related to the development atld mining of coal fiom the Adjacent Lands, such as dre storage of coal,
reteDtion ponds, officc buildings, parking lots, accessory equipment, and any other uses not specifically
mentioned herein, will be subject to the rcview of Lcssor and require a yearly rental payment of nol less than
$500.00 per acre, or fraction thereof, for a4y such suJface lands physically occupied and so utilized by Lcssec.
Any and all haul roads which do not directly benefit the Leased hemises or the Adjacent Lands will be subject
to a separate permit and approval of Lessor.

PURCHASE -In Oe event Lessoi detemines, in its discretion, that Lessee has caused significant harm to the
surface estate of the Leased Premises, lesulting in any impaifinent on the Lessor's part to either sell or lease the
parcel, then, the Lessor rray compel Lessce to pwchase the surface estate at the termination of this kase. The
purchase price will be determined as if the harm did not exist by an apFaisal prepared by a qualified appraiser
selected by the Lessor. The surface estate for puchase shall include as a minimum the l.IWl/4, N1/2SWI/4 of
Section 36, T35N, Rl2W, NMPM, llng northwest ofHay Gulch Road, comprising approximately 235 acres.

Moneys paid to Lessor for ancillary uses as defined in Paragaph 2l shall be subtracted from the
puchase price. Any puchase of state lands must comply with all state, local and federal statutcs, including
c.R.s.36-r - l l8

PROTECTION AGAINST SIJRFACE DAMAGE -- Lessee has the right to urilize pulsuant to this Lease as
much of the surface of the Leased Premises as is reasonably necessary for mining opcrations; provided that
Lessee shall b€ liable and agrees to pay for all damages to the surface, livestoclg growing crops, water wells,
reservoirs, or other improvements caused by Lessee's operations on the Leased Premises. Furthe!, it is
undelstood that this Lease is subject to surface patents, decds, and certificatcs of purchase, and Lessee shall
assume responsibility for all claims arising from damages to the surface caused by Lessee's operations.

STEWARDSHIP TRUST STIPULATION - This pala$aph deleted.

LESSOR'S APPROVAL -- Whenever approval by Lessor is rcquied or contemplated by Lessee, approval must
be in writing and shall be optional and shall be within the sole and absolute discretion ofl-essor.

HOLD HARMLESS -- Lessee shall indermiry Lessor against all liability and loss, and against all claims and
actions, including the dcfense of such claims or actions, based upon or arising out of damage or injury,
including death, to persons or prop€rty caus€d by or sustained in connection with this IJas€ or by conditions
created thereby, or based upon any violation of any statute, ordinance, or regulation.

COAL MINE GAS - Methane gas or other volatile gases produced, saved and sold by Lessee ftom mineable
coal rneasures and ftorn roofs and floors of mineable coal measures within the Leased Premises shall be the
property of Lessee, provided that the gas is removed as a mining safety procedure prior or pulsuant !o minrng
and OMt a royally be paid to Lessor per the tems set forth in l,essor's then current oil and gas l€ases. Gas that is
unecoromical to produce may be vented or flared, Fovided that the ventiog or flaring complies with all federal,
state and local rcquirements. Methane gss or other volatile gases produccd by the oil and gas lessees prior to the
conrnencement of development and mining from the mineable coal measues and from roofs and floors of
mineable coal measures within the L€ased Premises shall be the property of the oil alrd gas less€e undcr the
terms of the oil and gas lease, so long as the tems in this Paragraph 27 are consistent within the law. "Roof'

means the rock immediately above and in contact with the mineable coal measure. "Roor" means the rock
immediately below and in contact with the mineable coal measwe.

WATER RIGHTS -- If Lessee initiates or establishes any water ight where the point of diversion or
groundwater withdrawal is on the Leased Premises and where the surface is owned by the State, such water
right must be obtained in the name ofand with the consent ofthe State acting by and tlrough its tsoard ofLand
CommissioneB. Water rights and any improvement required to bring this water to the surface shall of the
Leased Plemises become thc Foperty of thc State, without cost, upon temination of this Lease for any cause
whatsoever. Under no circumstance may ground water be withdrawn without filst having secured the
permission of l,essor and may not be withdrawn at a rate higher than necessary for the mining and/or processing
pursuant to this Leas€. Additional palmcnt may be required for the use of any waters as may be defined as
fibutary or non-ributary.

LIENS AND CLAIMS -- Lessee shall not suffer or permit to be enforced against the Leased Premises, or any
part thereof, or any improvements thereon, any liens arjsbg from, or any claim for darnage growing out of the
work of any constructton, repair, restoration, rcplacemont or imprcvement, or any other claims or demand
howsoever the same may arise, but Lessee shall pay or cause to be paid all of said liens, claims, or demands
before any action is brought to enforce the same against the Leased hemises or improvements. Less€e agrees to

24.
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defend, indernnii/ and hold Lessor and the Leased Premises ftee and harmless ftom all liability for any and all
such liens, claims, dernands, and actions, together with reasonablc attomey fees and all costs and expenses in
connection therewith. Lessee shall, upon execution ofthis Lease at its cost, prepare a Notice, pursuant to C,R,S.
$ 38-22-105, and cause the same to be posted for the purpose of protecting Lessot against any liens or
encumbrances upon the Leased Premises by reason of work, labor, serviccs or materials contracted for or
supplied to Lessee.

SURRXNDER AND RELINOUISHMENT -- Lessee may, at any time, by paying to L€ssor, all amounrs then
due as provided herein, surender and cancel this Lcasc, insofar as the !,ame covers all or any portion of the
lands herein leased and be relieved fiom firrther obligations or liobilify hercunder with respcct to the lands so
s$rend€red; provided that no partial surrender or cancellation of this Lease shall be for less than tracts of
approximately 40 acres or govemmcntal lot colrespoflding to a quarter{uarter scction, thc rcntal being reduced
proportionately. This surender clause and option herein reserved to Lessee shall cease and become absolutely
inoperative immediately and concurrcntly with the institution of any suit in any court of law by Lessee, Lessor
or any assignce of either to enforce this f-ease, or any of its terms, express or implied, but in no case shall be
effective until Lessee shall have made full Fovisioo for conservation of the minerals and prctection of the
surface rights of the Leased Prcmiscs as may be determined by Lessor. Notwithstanding the forcgoing, no
sudender and relinquishrnent of this Lease shall be effective udess and lmtil all repods, documetrts and
mfomation of any kind required to be submitted to Lessor under this Lease, or to such state agencies as
proyided in this Lease, have been submitted to Lcssor or such state agency.

zuGHT OF REMOVAI -- In the event this Lease is terminated by forfciture, surender, or the expiration ofits
term, and all obligations oflessee under this Lease are satisfied, all Lessee's improvements, equipment, man-
made objects of any type, stockpiles aod dumps shall be removed from the Leased Prehises within 6 months
from the date ofsuch termination at L€ss€e's expens€. Such removal is to b€ accomplished without unnecessary
waste or damagc to the Leased hemises, and Lessee shall restore the suface of the Leased Prcmises to the
same condition as immediately prior to the execution of this Leas€. All improvements and equipment remaining
on thc Leased Premises 6 molths after the telmination hereofshall be forfeited automaticallv to Lessor. without
compensation and without necessity of execution of additional documents.

CONDEMNATION -- lf the Leased Prcmises shall be taken in any condemnation prcceeding, this Lease shall
autorratically tcrminate as of the date of takiflg. The award for such condemation shall bc paid to Lessor,
except for any specific award(s) paid to Lessee for severed mineral res€rves from the Leased Premises, in which
evelt a percent of such specific award(s) equal to royalty shall be paid to Lessor in lieu of royalty lost by yirtuc
of thc condemnation. hnprcvements shall be removed by Lessee per terms in the RIGHT OF REMOVAL
Pangraph horin. If only a portion ofthe Leased Premises is taken by condemation, Lessee may, at its option,
terminate this Lcase or teminate only that portion of the Leas€ so taken.

COMPLIANCE WITH LAW -- Lessee fufther covenants and agees that during the continuance of this Irase,
Lessee shall comply fully with all the provisions, terms, and conditions ofall laws, whether state or federal, and
ordeN issued thereunder, which may be in effect during the continuance hsreof, whioh in aDy malmer affect or
control mining or other operations of L€ssee.

ARCIIAEOLOGY - It is conEary to state and federal law to cxcavatg, appropriate or disturb any historical,
pre-historical or archaeological site or resource on any lands administered by Lessor. Discovery ofa suspected
site or resoulce shall be immediately brought to the attention of Lessor and the state afthacologist or Lcssee
shall provide evidence that no significant archaeological sites exist on the Leased Premiscs which could be
destroyed by Lessee's operations.

FORCE MAJEURE - Neither party shall be liable to the other for damages for any failure or delay in
perfomance unde! this Lease caused dtectly or indtgctly by any poson, authority, event or circumstancc
beyond such parqr's reasonable control and without such party's fault or negligence, including without
limitation, fire, casualty, strike, lockout, govemment gontrol and shortages resulting therefioii, or act ofcod.

DEFAULT AND FOMEITURE - It is agreed that if for any reason Lessee shall fail to keep each and every
one ofthe covenants and conditions herein, and breaches any condition hereof, and such default contrnues for a
period of 30 days after service of written noticc thoeof by certified mail upon Lessee, Lessor shall have the
right to declare this Lease forfeited, and to enter onto the Leased Prcmises or any pafi thcrcof, either with or
without prccess of law, and to expel, remove and put out Lessee or any person occupilg the premises, using
such force as may be necessary to do so. In the event ofth€ termination ofthis Lease by reason ofbreach ofthe
covenants herein contaiDed, Lessee shall srurender and peaceably deliver to Lessor the Leased Premises, and
such premises shall be in good mining condition. If, upon termination of this Lease for any reason, whether by
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surrender, forfeitwe or expiration of term or otherwise, Lessee shall not have fully cornplied with the terms of
the Lease, Lessor shall hold and retain possession of the propcrty, imprcvements, and equipment of Lcssce as
security wrto I-essor for the payment ofrents and royalties due it, or to Fotect it against liens, or to indernniry it
against any loss or damage sustained by it by reason of the default of Lessee, for which purpose Lessor is
hereby given a lien upon all such property, improvements, and equipment, which lien shall aftach as the same
are placed upon the Femises. In the event Lessor shall foreclose the lien in this Paragraph given to it by Lessee,
Lessor may itself b€ a purchaser at any sale thereof under such foreclosue. Upon the termination of this Lease
for any cause, if Lessee shall remain in possession of the Leased Premrses, he shall be guilty of an unlawful
detainer under the statutes in such case made and provided, and he shall be subject to all the conditions and
provisions thereof and to eviction and removal, forcibly or otherwise, wiih or without process oflaw, as above
provided.

TAXES - Lessee shall pay all taxes, or payrnents in lieu oftaxes, la\',{ully assessed for the Leased Premises or
improvements thereon-

NOTICES -- Any nottce required to be given to Lessee under the provisions of this Lease shall be sent by
certified mail to the ad&ess set forth at the bcgirming of this Lease or to such other address as Lessee may
indicate in writing to Lessor, and such service by mail shall be deemed sufficient and in full compliance with
the terms ofthis Lease as ofthe date it is posttnaiked. Notice to Lessor shall be given in like manner, addressed
to the State Board oflrnd Commissioners' Denver, Colomdo address.

HEIRS AND SUCCESSORS IN INTEREST -- Thc benelits, terms, and obligations of rhis Lease shall extend
to and be binding upon the heirs, executors, adminisuators, successors, or assigns of the respective parties
hereto,

37.

Slut ot /,,,/r.'u:

Counry of .:, /1t 1'

llre foregorng mstrument was acknowledged before ne this /5// duv ot 5z//-/"r
7.,t r' 

- 
,i/r,t. n as bemg authorized ro execule same

IN WITNESS WHEREOF, Lessor has caused these presents to be executed in duplicate by the State Soard of
Land Commissione6 and s€aled with the official scal ofsaid Board, and Less€e has hereunto set his hand and seal, all
on the day and year fust above wnnen.

Recommended:

-"-2-ze-
Mark W. Davis, Mine@ls Director

ATTEST

2..414 ,by

Britt I. Weygandr, Divi

(SEAL)
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NotaryPubric ,4/4Zt-
My Commission Exy'iresL. /.Ac
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