
V E R M O N T LAW S C H O O L Environmental and Natural Resources Law Clinic 
Vermont Law School, PO Box 96, Chelsea Street 

South Royalton, VT 05068 
802-831-1630 (phone) • 802-831-1631 (fax) 

Febraary 17,2010 

Ms. Cynthia Brown 
Chief, Section of Administration 
Office of Proceedings 
Sur&ce Transportation Board 
395 E Street, SW 
Washington DC 20423-0001 

Re: STB Fmance Docket No. 30186 (Sub No. 3)' Tongue River Raikoad 
ENTERED 

Company, Inc.—Construction and Operation—^Western Atignnasaibe of Proceedings 

Note: The Attachments to This Filing Contain Color FEB 23 2011 

Dear Ms. Brown: 
We are writing on behalf of Northem Plains Resource Council and Mark Fix 

("Northem Plains") to reply to tfie letter dated February 4,2011 from Betty Jo Christian 
and David H. Cobum, attomeys for Tongue River Rdlroad Company, Inc. (TRRC) 
regarding the captioned matter. The Febraary 4 letter purports to update the Board with 
respect to litigation pending in Montana state court challenging the Otter Creek leases.̂  
Attached to the letter is the Memoranduiii and Order Re Motions to Dismiss entered by 
Judge Hegel on December 29,2010. Counsel for TRRC seek to make much ofthe fact 
that Judge Hegel denied motions to dismiss the lawsuit, arguing that it shows that 
"mining at Otter Creek remains no less speculative than it was when the Board issued its 
decisions in these proceedings." In reply, Northem Pldns would make three brief points. 

.First, Judge Hegel's raling on motions to dismiss is not a decision on the merits 
and it is much too early to speculate on what the find outcome ofthe litigation might be. 
In the meantime, the parties to the lease, namely the State of Montana and Ark Land 
Company (and its subsidiary. Otter Creek Cod LLC) are proceeding apace to develop the 
Otter Creek mine. On January 10,2011, Ark filed an application for a prospecting 
permit. A >copy of this application is enclosed as Exhibit A. The cover letter to the 
applications states: 

^ ^Partof 
Pybiis Record 

The Petition to Reopen also embraces Tongue River R.R.—Rail Construction and Operation—In Custer, 
Powder River and Rosebud Counties. MT, STB Finance Docket No. 30186 (Service Date May 9,1986), 
and Tongue River R.R. Company—Rail Construction and Operation—Ashland to Decker, MT, STB 
Finance Docket No. 30186 (Sub-No. 2) (Service Date Dec. 1,1997). 
^ Northem Plains Resource Council, et al v. Montana Board of Land Commissioners, et al, Montana 
Sixteenth Judicial District Court, Powder River County, No. DV-38-2010-2480 
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TTie application covers ̂ Otter Creek Tracts.!, 2 and 3, in their entirety; the first 
phase of drilling is proposed on Tract 2 to support initial mine plan development. 
Additional drilling in subsequent phases will be added by application for revision 
as needed for coal resource assessment, environmental analysis and future mine 
plan development, and as additional surface access is confirmed. The initial 
drilling plan includes 44 proposed drill sites in the area of anticipated mining on 
Tract 2. 

Oh February 2,2011 the Montana Department of Enviroranentd Qudity (MDEQ) 
issued a "completeness determination" certifying that the application met dl regulatory 
requirements and was "administratively complete." A copy ofthis determination is 
enclosed as Exhibit B. MDEQ also authorized Otter Creek Cod LLC to publish a public 
notice providing for a 30 day public comment period on the application. DEQ fiirther 
determined that that "an Environmentd Impact Statement is not necessary and we will 
prepare an Environmentd Assessment prior to issuing a find decision on the permit 
application." Given normd processing time a prospecting pennit could be issued within 
four months and work could begm as early as this Fdl. 

Second, in its brief supporting the motion to dismiss. Ark has argued that the 
leases represent a "property right" with binding obligations on the state. See Consolidated 
Brief of Ark Land Company and Arch C)od, Inc in Support of Motion to Dismiss, 
Northem Plains Resource Council, et al v. Montana Board of Land Commissioners, et al, 
supra nl, at pl4 ("[LJease also requires compliance with environmentd laws that may be 
enacted in the future, so long as property rights conveyed by the lease are not 
impaired." (Emphasis added)). Ark pdd approximately $86 million as a bonus bid for 
these leases.̂  Ark has spent considerable sums preparing the application for the 
prospecting permits and will continue to commit significant sums and resources to 
developing this mine. In the face of dl this, the argument that Otter Creek mine remains 
speculative is simply not credible. 

Finally, Northem Plains would respectfully point out that the brief filed on behalf 
ofthe Board in the pending apped before the Ninth Circuit takes the following position: 
"As relevant here, that review [in TRR III SEIS] included anticipated cod mine 
development in the Ashland/Bimey area (id. at 6-4,-6-7) but not the Otter Creek coal 
tracts, the prospective development of which the Board considered too speculative to 
be considered reasonably foreseeable." Joint Brief of Respondents at p. 20 (filed 
November 19,2010) (emphasis added). Northem Plains, of course, disputes the accuracy 
ofthis statement, but regardless of whether the characterization ofthe mine as "too 
speculative" was accurate in 2006, when the Board approved TRR III, it clearly is no 
longer the case. The Otter Creek leases are in effect and the project is moving forward. 
The issuance ofthe leases is both a changed circumstance and significant new 

' See httD://dnrc.mt.gov/trust/MMB/otter creek/LandBoard.asp 



information. In dl ofthe TRR EISs the Board recognized the potentid for cumulative 
impacts from cod mines to be served by the rdlroad, including the impacts fivm the 
Otfer Creek project should it ever materialize. That day has arrived. 

The Board retains the authority to require a supplemental EIS to consider the 
imdeniably significant impacts from the mining itself as well as the climate change 
impacts of cod combustion. Indeed, the Board recentfy agreed to reopen this proceeding 
to revise the Programmatic Agreement under the Section 106 process under the Nationd 
Historic Preservation Act."* Surely, the ongoing development ofthe Otter Creek mine is 
an equally significant change in circumstances warranting a similar reopening to comply 
with the requirements of Section 102 of NEPA. 

Accordingly, Northem Pldns respectfully requests that the Board promptly grant 
the petition tp reopen. , 

DATED: Febraary 17,2011 i Respectfiilly submitted, 
Soutii Royalton, VT 

Patrick Parenteau, Esq. 
Jack Tuholske, Esq. 
Environmental and Naturd Resources Law Clinic 
Vermont Law School 
P.O. Box 96, Chelsea Street 
Soutii Royalton, VT 05068 
(802)831-1305 
pparenteau@vermontfaw.edu 

Counsel for Petitioners 

I, Patrick Parenteau, declare imder penalty ofperjury that the foregoing is trae and 
correct. Further, 1 certify that 1 am qudified and authorî ed-te-file this^eading. 

Executed on Febraary 17,2011 By: l^^^-k^t^^C^ /^>^«<^^ggcY 
Patrick Parenteau, Esq. 
Counsel for Petitioners 

cc: All Parties of Record 
Teresa Erickson, Northem Pldns 
Jack Tuholske, Esq. 
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Simpson & Associates, LLC JA t I 1 1 9nj | 
P. 0. Box 250 ncr\ 
Clancy, MT 59634 ' " Q / Z E M S 

406-933-5384 

January 10,2011 

Mr. Chris Yde 

Coal Program Supervisor 
Industrial and Energy Minerals Bureau 
Montana Department of Environmental Quality 
P. 0. Box 200901 
Helena, MT 59620-0901 

Re: Otter Creek Coal Project; Prospecting Permit Application 

Dear Chris: 

On behalf of Otter Creek Coal, LLC, I herewith submit two hard copies and one digital copy of an 
Application for Prospecting Permit. The application covers Otter Creek Tracts 1,2 and 3, in their 
entirety; the first phase of drilling is proposed on Tract 2 to support initial mine plan development. 
Additional drilling in subsequent phases will be added by application for revision as needed for coal 
resource assessment, environmental analysis and future mine plan development, and as additional 
surface access is confirmed. 

The initial drilling plan includes 44 proposed drill sites in the area of anticipated mining on Tract 2. At 
this time, no drill sites have been located on Sections 12 and 13, T.4S, R.44E. Access to Section 12 is not 
yet confirmed, and Section 13 can only be accessed through Section 12. Weare optimistic that an 
access agreement for Section 12 will be in place shortly, and a revision adding drill sites in this area will 
be proposed at that time. 

Please note that two drill sites are proposed on the east half of Section 14, T. 4S, R. 44E. This is public 
land, and a permit from BLM will be'required to access and drill these sites. A right-of-way application 
will be submitted to BLM in the next few weeks. 

Please contact me or Heidi Kaiser at Hydrometrics, Inc. if there are any questions regarding this 
Prospecting Permit Application. We look forward to working with you and your staff on this project. 

Sincerely, 

\ y ^ ^ U l ^ ^ ' - y » V*"^-^ 

David W. Simpson 

C. Heidi Kaiser (Via e-mail) 
Mike Rowlands, Otter Creek Coal, LLC 

^9ec^<v^ - *2S- t 



APPLICATION FOR COAL AND URANIUM PROSPECTING PERMIT 

APPLICATION NO: X2011334 STATE OF MONTANA 
DEPARTMENT OF ENVIRONMENTAL QUALITY 

PO BOX 200901 
HELENA, MT 59620-0901 

Phone (406)444-4970 

NAME AND ADDRESS OF APPLICANT (CORPORATIONS 
OR OTHER BUSINESS ENTITY: GIVE NAMES AND 
ADDRESSES OF PRINCIPAL OFFICERS, PARTNERS, 
AGENTS, ETC.) 

Otter Creek Coal, LLC 
P.O. 80x7152 
Billings, MT 59101-7152 
Mike Rowlands, DirectD^ Otter Creek Operations 

Pursuant to Title 82, Chapter 4, Part 2, MCA 

Instmctions: See mles and regulations pursuant to above. 

LOCATION OF PROSPECT AREA (Sec, Twp., Rge.) 

Twp.3S,Rge.45E: Sections 25,26,27,34,35,36 
Twp.4S,Rge.45E: Sections 1,2,3,5,6,7,8,9,10,11,12,13,14 

15.16.17.18.20,21.22.23,24,25,26,27.35 
36 

COUNTY: Powder River 

TELEPHONE NO.: 406-245-0990 

MINERAL TO BE PROSPECTED: 

Coal 

ACRES TO BE DISTURBED 

5-Phase 1; 
30 - Est. total by later revision 

EXPECTED DATES OF: 
START:COMPLETION: 
April-October 2011. Phase 1 
Subsequent phases by revision 
thereafter 

METHOD OF PROSPECTING: (Referto maps, drill holes, excavations, eto.) 

Rotary and core drilling. See Exhibit 2 and Application Narrative Section ARM 26.4.1001(2) 

THIS APPLICATION WILL BE ACCOMPANIED BY: 
1. Maps (see mles and regulations). 
2. Reclamation and revegetation bond (see mles and 

regulations). 
3. Detailed prospecting reclamation plan to include 

method of reclamation and revegetation. 

THE APPLICANT AGREES TO 
1. Submit progress reports as required. 
2. Promptly reclaim the disturbed acreage as outlined 

in the prospecting plan. 

NOTARY: 

Subscribed and swom to before me this O 

(SEAL) 

\na swpm to Derors me tnis j 6ayof^m,M 

My Commission expires 

I. the.undersigned, hereby certify that the materials and 
Infonnation contained in this application are complete and 
are correct to the best of my knowledge. 

SIGNATURE OF APPLICANT 

William M.fMIke) Rowlands 
TYPED NAME 

Director. Otter Creek Operations 
TITLE 

DATE: y { / )J i ) j / )n i . < .;>/?// 

H:\PROJECTS\OTRCR\Permitting\Prospecting Permif\Application Fonn.doc REVISED 01/06' 
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IMAGED 

OTTER CREEK COAL, LLC 

APPLICATION FOR PROSPECTING PERMIT X2011334 

OTTER CREEK TRACTS 

POWDER RIVER COUNTY, MONTANA 

Prepared for 

Otter Creek Coal, LLC 
401 North 31" Street, Suite 770 

Billings, MTS9101 

Prepared by: 

Hydrometrics, Inc. 
5602 Hesper Road 

Billings, MT S9106 

JANUARY 10.2011 
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APPLICATION FOR PROSPECTING PERMIT X2011334 

OTTER CREEK TRACTS 

POWDER RIVER COUNTY, MONTANA 

JANUARY 10,2011 

In November, 2009, Arch Coal, Inc. entered into a coal lease agreement with Great Northem 

Properties (GNP) covering coal resources on altemate sections in the Otter Creek Tracts in 

Powder River County, Montana. The coal reserve area is in the "checkerboard" created by 

railroad land grants in the late 1800's. In March, 2010, Arch Coal, Inc. was the successful 

bidder on State of Montana coal interests on the intervening sections. These coal lease 

interests comprise approximately 17,900 contiguous acres containing an estimated 1.5 billion 

tons of sur&ce mineable coal. Otter Creek Coal, LLC, (OCC) is a subsidiary of Arch Coal 

Inc. (Arch) formed to develop the Otter Creek Coal Tracts. Exhibit 1 shows the location of 

the Otter Creek project area. 

This Application for a Projecting permit covers the entirety of Otter Creek Tracts 1,2 and 3 

(Exhibit 1). Initial Phase 1 prospecting will focus on Tract 2 where OCC is conducting 

baseline studies for its initial mine pemiit application (Exhibit 2). As additional surface 

access is confirmed and as future mine plans in Tracts 1 and 3 are developed, additional 

phases of drilling will be incorporated into the prospecting permit by revision. 

The requirements of ARM 17.24 Subchapter 10 are addressed below: 

ARM 17.24.1001(2): 

(a) The Applicant is: 

Otter Creek Coal, LLC 
P.O. Box 7152 
Billings, MT 59103-7152 
Atta: Mike Rowlands 
Phone: 406-245-0990 

H:^iles\OTCCL\l0068\Prospecting PeniiitM_10_20IO_Prospect_Pennit_Application.doc 1/10/2011 
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Representatives ofthe Applicant who will be present at and be responsible for the 
prospecting are: 

Aik Land Company 
1 City Place Drive, Suite 300 
St Louis, MO 
Atta: John Middleton 
314-954-8870 

Pronghom Geologic Services 
P.O. Box 4344 
Gillette, WY 82717 
Atta: Glenn Miller 
307-682-8254 

Hydrometrics, Inc. 
5602 Hesper Rd. 
Billings, MT 59106-3236 
Atta: Heidi Kaiser 
Phone: 406-656-1172 Ext 306 

Simpson & Associates, LLC 
P.O. Box 250 
Clancy, MT 59634-0250 
Atta: Dave Simpson 
406-933-5384 

(b) The proposed prospecting program will not adversely affect any area possessing special, 

exceptional, critical or unique characteristics as defined in 82-4-227, MCA. No such 

chaiacteristics are known to be present; please refer to Exhibit 4, which includes an excerpt 

fiom the Environmental Assessment prepared for transfer of federal mineral rights within the 

Otter Creek Tracts to the State of Montana, which describes the existing environment. Ifany 

such characteristics are identified during the course of projecting operations, they will be 

reported promptly reported to the department. 

(c) Class III cultural resource surveys have been completed on portions of the Otter Creek 

Tracts, and on nearly all of Tract 2 where initial prospecting activities are plaimed. Please 

refer to Exhibit 2, the Prospecting Map; drill hole sites and access routes have been planned 

to avoid identified sites. Where cultural resources surveys have not yet been completed, they 

will be completed prioi* to drilling and if necessary, drill hole sites and/or access routes will 

H:\Files\OTCCL\l0068\Prospecting Pennil\l_IO_2010_Prospect_Pennit_Application.doc . 1/10/2011 
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be adjusted to avoid conflicts. Hence, historical, archaeological and ethnological values of 

the area will not be affected. If such values not previously identified are encountered, such 

areas will not be disturbed, and their presence will be documented and mapped as part of 

cultural resource surveys. 

(d) None ofthe lands included in this NOI are protected under 82-4-227(13), MCA, or ARM 

17.24.1131. 

(e) Wildlife habitats in the Otter Creek Project proposed mine area and surrounding lands 

are a fiinction of topography, soils, climate and land use. Topography and soils vary fiom 

nearly level terraces with comparatively deep soils along drainage bottoms, to gently-to-

moderately rolling hills with variable soils, to steep,~ sometimes severely eroded slopes 

associated with the uplands of the Custer National Forest. Climate of the semi-arid area is 

characterized by comparatively hot sununers (temperatures may exceed 100*1̂ ) and cold 

winters (temperatures may fall below -30°F). Aimual precipitation at Ashland is about 14 

inches, with most falling as rain from April through July. Land use is primarily ranching. 

Wildlife habitats include narrow stringers of deciduous riparian habitat (dominated by plains 

Cottonwood {Populus deltoides), boxelder {Acer negundo) and green ash {Fraxinus 

pennsylvanica)) in stream bottoms; cultivated hay and grain fields on level terraces and 

gently rolling terrain; rolling bunchgrass uplands; and breaks/forested uplands dominated by 

ponderosa pine {Pinus ponderosa) and Rocky Mountain juniper {Juniperus scoptdorum). 

Aquatic habitat is limited to the narrow, shallow warm intermittent-to-perennial channel of 

Otter Creek; livestock dams; and small, temporary natural depressions in the uplands. 

Fisheries in the area would be expected to be comprised of species that are adapted to 

shallow, y/arm, turbid prairie streams. The Montana Department of Fish, Wildlife and Parks' 

(FWP) Montana Fisheries Information System (MFISH; available at 

http://fwp.mt.gov/fishing/niFish/default.htmn data for Otter Creek indicate that 20 species 

(including several non-native species) may be present in Otter Creek (about 103 miles long), 

while sampling in various years fixim 2000 - 2006 captured nine species in the lower five 

miles ofthe stream, and 12 species in the lower 20 miles (which would encompass the Otter 

H:\Files\OTCCL\l0068\Prospecting Pennit\l_lO_20IO_Prospect_Pennit_Applicaiion.doc 1/I0/2011 
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Creek Project). No game fish were captured. The only game fish considered to be possibly 

present (by professional opinion) in the lower 20 miles of Otter Creek are channel catfish 

{Ictalurus puntatus), smallmouth bass {Micropterus dolomeiu), white crappie {Pomoxis 

annularis) and walleye {Sander vitreus). 

Six amphibians (one salamander, three toads and two fitigs) are known to occur in the region 

encompassing the Otter Creek Project (Montana Field Guide available at 

http://fieldguide.mt.gov/displavClasses.aspx?Kingdom=Animalia). Amphibians require 

water for all or part of their life stages, and therefore amphibian species richness and 

abundance in the Otter Creek Project area would be expected to be limited by the availability 

of surface water. Eleven reptiles (two turtles, two li2mls and seven snakes) occur in the 

region encompassing the Otter Creek Project (Montana Field Guide available at 

http://fieldguide.mt.gov/displavClasses.aspx?Kingdom=Animalia). All could be present in 

the habitats ofthe Project area. 

Bird species richness in the Otter Creek Project area will be detennined by habitat diversity 

and availability, and by seasonal use (i.e., migrants, breeders, winter residents, eto.). It is 

anticipated that about 150 species could occur at least seasonally in the area encompassing 

the Otter Creek Project, and that about 60-90 species may nest in the Project area. Upland 

game birds that may occur in the Project area are the sharp-tailed grouse {Tyirpanidchus 

phasianellus), greater sage-grouse {Centrocercus urophasianus), gray partridge {Perdix 

perdix), ring-necked pheasant {Phasianus colchicus) and wild turkey {Meleagris gallopavo). 

A considerable diversity of raptors (birds of prey) may be present at least seasonally. 

Waterfowl and shorebird species richness would be expected to be limited by the availability 

of surface water in the project area. It is expected that song birds (order Passeriformes) will 

comprise about half of all bird species recorded in the Project area. 

Similarly, it is expected that 50-60 species of mammals could occur in the area encompassing 

the Otter Creek Project, of which 35-45 species may occur at least occasionally in the 

habitats ofthe Project. Big game species that would be expected to occur at least seasonally 

in the Project area are pronghom {Antilocapra americana), white-tailed deer {Odocoileus 

H:\Files\OTCCL\IOO68\Pro5pecting PerTiiit\l_IO_20IO_Prospect_Peiinit_Application.doc 1/10/2011 
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virginianus), mule deer {Odocoileus hemiona) and elk {Cervus canadensis), while others 

such as the mountain lion {Puma concolor) and black bear {Ursus americanus) may occiv 

occasionally. 

The Otter Creek Project area and surrounding lands lie within Powder River and Rosebud 

Counties. The U.S. Fish and Wildlife Service (USFWS) maintains county lists of species 

that are listed, proposed or candidate species under the Endangered Species Act (ESA), 

available at 

http://www.fws.gov/montanafieldoffice/Endangered Species/Listed Species/countvlist.pdf 

The black-footed ferret {Mustela nigripes; listed endangered), interior least tern {Sterna 

antillarum athalassos; listed endangered) and greater sage-grouse (candidate) are listed for 

Rosebud County, while the black-footed ferret and greater sage-grouse are listed for Powder 

River County. Interior least terns would not be expected to occur in the habitats ofthe Otter 

Creek Project. Black-footed ferrets were reintroduced on the Northem Cheyenne 

Reservation in 2008 

(http://www.fws.gov/mountain-prairie/species/manimals/blackfootedferret/^. No critical 

habitat for the black-footed ferret has been designated by the USFWS. Ferret habitat in 

Montana has been defined as active prairie dog colonies. Black-tailed prairie dog {Cynomys 

Iiulovicianus) colonies may be present in or near the Otter Creek Project area. Greater sage-

grouse are closely associated with sagebrush {Artemisia spp.). Although sage-grouse are 

known to occur in Rosebud and Powder River Counties, occurrence and habitat availability 

in and near the Otter Creek Project are unknown. As of June 28, 2010 the USFWS has 

reinstated a proposal to list the mountain plover {Charadrius montanus ) for listing as 

threatened under the ESA flittp://www.fws.gov/mountain-prairie/pressrel/10-44.htmy In 

southeastem Montana mountain plover habitat is considered to be prairie dog colonies. 

Exhibit 3 is written documentation from the Montana Department of Fish Wildlife and Parks. 

(f) No known habitats of unique or unusually high value to wildlife would be disturbed by 

the proposed prospecting activities. Drill hole sites have been located in open areas, and 
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access routes have been planned to maximize use of existing trails and minimize overland 

travel. 

(g) Please refer to Exhibit 4 for narrative descriptions and photographs of local topographic 

and geologic formations, scenic values and vegetation ofthe area. 

(hXi) Exhibit 1 is a map prepared on a standard U.S. Geological Survey topographic 

quadrangle base, showing the area covered by this prospecting permit application. 

(ii) Proposed locations of prospecting holes are shown on Exhibit 2. Table 1 is a list of drill 

hole sites correlating with Exhibit 1 showing locations and anticipated depths. Overland 

routes fixim existing roads and trails to drill sites are shown on Exhibit 1; new road 

construction and/or improvement of existing trails is not anticipated, but may be necessary. 

Some existing trails are heavily gullied, and many ephemeral drainages are deeply eroded. 

Exhibit 8 addresses road improvement, construction and reclamation. In the event any such 

work is required, a minor revision detailing the proposed work, and documentation of surface 

owner consent, will be submitted to the Department. 

(iii)(A) Other than potential road improvement and constmction described above, no 

excavations, test pits or disposal areas are proposed. 

(B) Streams, lakes and known stock water ponds, wells and springs are shown on the USGS 

map base. 

(C) Roads, trails and overland access routes are shown on Exhibit 1. 

(D) Dwellings are shown on the Exhibit 1 USGS map base; there are no known pipelines in 

the prospecting area. 
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(E) Topographic and drainage features are shown on the Exhibit 1 USGS map base. 

Cultural and historical features known fixim cultural resource surveys are also shown on 

Exhibit 1 

(F) Exhibit 5 is an aerial photo ofthe primary area of investigation on which major habitat 

types and features may be discemed. Please refer also to Exhibits 4 and 5. Wildlife habitats 

will be identified and mapped as part ofthe proposed investigations under this NOI. 

(G) Names, addresses and telephone numbers of surface owners and suiface lessees are 

included in Exhibit 6. 

(H) Maps are certified as required by ARM 17.24.305(2). 

(i) Phase 1 of Prospecting to be conducted under this application will occur on Tract 2; 

fiiture revision applications will be filed for later phases of drilling on Tracts 1 and 3 as well 

as any additional drilling on Tract 2. Prospecting activities and procedures are described as 

follows: 

(ii) Rotary drilling to a projected core point, at which point core drilling will commence and 

samples ofthe coal seam will be taken. Each core will be logged by the geologist, bagged 

and boxed. During rotary drilling, overburden samples will be collected and bagged. Upon 

completion of drilling activities, the hole will be logged with a geophysical logging tmck. 

For some drill sites, a rotary pilot hole may first be required which will be drilled and 

geophysically logged in order to determine core points A second hole will then be rotary 

drilled to the core point and a core sample ofthe coal seam taken. 

(iii) One or two tmck-moimted rotary drills will be used, each of which will be accompanied 

by a water tmck and support veliicle(s) (pickup tmcks) as required for drilling personnel and 

the supervising geologist. One geophysical logging tmck will also be utilized. 
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(iv) Table 1 lists the proposed drill hole sites, including location by legal description, size, 

and anticipated dqith. The typical rotary hole will be 6 1/4 inches in diameter, and core 

holes will be 7 7/8 inches in diameter. It is anticipated that water will be encountered in the 

Knobloch coal. Drilling media to be used include air and water; use of drilling mud is not 

anticipated. Water used for and produced by drilling will not be contained and will be 

allowed to infiltrate into the ground sur&ce. 

(v) Holes will be filled with bentonite chips to a depth of two feet fiom the surface. A 

magnetic marker will be placed in the hole, and the remaining two feet will be filled with 

drill cuttings or soil. Drill cuttings will be leveled out to a maximum depth of one-half inch.. 

(vi) Prospecting holes will not be located near active streams, lakes, stock water ponds, wells 

or springs. Disturbance ofthe land surface will be minimized by minimizing or avoiding or 

minimizing grading of new roads and locating drill hole sites at locations where constmction 

of drill pads will not be required. 

(vii) Road constmction, if required, will be limited to the minimum extent necessary to 

complete the drilling plan. Exhibit 8 describes road building / improvement and reclamation 

procedures. No earth moving for drill pads or disposal pits is planned. 

(viii) A magnetic marker will be placed in each hole so that it can be located for bond 

release inspection purposes. 

(J) The mineral to be prospected is coal. 

(K) A listing of all sur&ce and subsurface estate owners is included in Exhibit 6. Coal 

ownership is indicated on Exhibit 1. 

(L) Copies of coal leases and dociunents authorizing surface access for prospecting are 

included in Exhibit 7. This information will be supplemented as additional surface access is 

confirmed. 
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(M) Affected land owners are aware that the department must make investigations and 

inspections necessary to assure compliance with the Act, applicable, mles and permit 

conditions. Department personnel may enter the lands affected accompanied by personnel of 

Otter Creek Coal, LLC or its contractors, consistent with the terms of applicable surface 

access agreements. 

(N) Prospecting by drilling proposed by this application will be completed in 2011. 

Additional drilling will be proposed in the fiiture by revising this prospecting plan, with 

schedules to be deteimined at that time. 

(0) Measures to be taken to comply with perfonnance standards are addressed in response to 

the specific requirements. 

(P) At all' drill sites proposed, the current land use is grazing land, which will continue 

through and after the proposed prospecting disturbance. 

(Q) The proposed public notice is included as Exhibit 9. 

ARM 17.24.1001(3) - (7) No Response Required 

ARM 17.24.1002 

The infonnation required in ARM 17.24.i002(l), (2) and (3) will be provided: 

(1) Whenever DEQ must investigate, possible environmental damage or complaints, OCC 

will provide appropriate information in its possession to fiicilitate such investigation. 

(2) OCC will submit a monthly report for each successive 30-day period no later than the 

15"* of the following month, for each month during which there is activity, containing the 

information required by this section. 

(3) OCC will submit annual reports containing the required information. 
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ARM 17.24.1003: No response required. 

ARM 17.24.1004: Prospecting operations are short duration and will be conducted to 

minimize environmental damage to the area. A need for environmental monitoring is not 

anticipated, but will be implemented if required to address specific environmental concerns 

related to the prospecting plan. 

ARM 17.24.1005 

(1) Prospecting operations will be conducted as follows: 

(a) To avoid degradation or diminution ofany water supply; 

(b) To avoid adverse impacts to existing or potential mining operations. All holes to be 

drilled will be abandoned in compliance with the requirements ofthis section. Conversion of 

prospecting holes to water wells is not proposed. 

(2) If necessary, appropriate techniques will be used to: 

(a) Prevent the escape of water, oil or gas from drill holes; 

(b) Prevent the contamination of all surface and ground waters, and prevent interaquifer 

mixing; 

(c) Prevent aquifer contamination by siuface drainage; and 

(d) Reclaim all surface impacts and prevent surfiice subsidence. 

(3) The following reclamation techniques will be used: 

(a) Drill cuttings will be spread over the surface to a depth of less than one-half inch. 
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(b) Casing, if used, will be cut off at the ground surface on rangeland and two feet below the 

surface on cropland or pastureland. 

(c) Prospecting holes will be abandoned in compliance with this section. 

(d) Not applicable because all prospecting holes will be abandoned in compliance with the 

requirements of section (c) above. 

(4) No excavations, artificially flat areas or embankments will be constmcted during 

prospecting. 

ARM 17.24.1006 

(1) Vehicular traffic will be limited on other than established graded and surfaces roads to 

the minimum that is necessary. Travel will be confined to graded and surfaced roads during 

periods when excessive damage to vegetation or erosion could result. 

(2) Road improvement / constmction and reclamation procedures are described in Exhibit 8. 

Drill hole sites will be located to minimize overland travel from existing roads and trails. 

(3) Use of existing roads will comply with this subsection. 

ARM 17.24.1007: Excavations, artificially flat areas or embankments are not proposed; 

there will be no need for soil salvage or recontouring. If applicable, the requirements ofthis 

section will be followed. 

ARM 17.24.1008: Soil disturbance is not anticipated; if revegetation is necessary, the 

requirements of this section will be followed. Minor surface disturbance requiring re

vegetation will be hand broadcast seeded at the rate of 30-35 bulk pounds per acre with the 

following seed mix in equal parts: Westem Wheatgrass, Slender Wheatgrass, and Thickspike 

Wheatgrass. 
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ARM 17.24.1009: Diversions are not planned. 

ARM 17.24.1010: All equipment and facilities will be promptly removed when no longer 

needed. 

ARM 17.24.1011: Drilling of prospecting holes will be conducted to miiumize distiurbance 

of the prevailing hydrologic balance. 

ARM 17.24.1012: Toxic- or acid-forming materials are not anticipated; if encountered they 

will be disposed of as accordance with this section. 

ARM 17.24.1013: Drilling of prospecting holes will comply with this section: 

(1) Drill holes will not be located within 100 feet of stream channelways (dry or flowing) or 

in an area where drilling materials may enter stream channelways. 

(2) There will be no excavation or dozer work other than potential road constmction and 

improvement described above. 

(3) Portable mud pits will be used if required; use of drilling mud is not anticipated. 

(4) If utilized, drilling mud and other fluids will be confined to the site. 

(5) Refuse from well drilling will be dispxised of as required by this subsection. 

ARM 17.24.1014: Not applicable. 

ARM 17.24.1016: The proposed prospecting program includes 44 drill sites, comprising 4.4 

acres. A bond of $10,000 is proposed under this section. 
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Table 1. Drill Site Locations and Projected Total Hole Depths 
Otter Creek Coal, LLC Prospecting Pennit Application X2011334 

Sila LD. 
037 
041 
P31 
P33 
P35 
P39 
P43 
P47 
Q29 
033 
037 
Q41 
Q45 
049 
053 
R27 
R31 
R35 
R3g 
R43 
R47 
R51 
S2S 
S29 
333 
S37 
341 
345 
349 
353 
T27 
T31 
T35 
T39 
T43 
T47 
T51 
U45 
U49 
U53 
V47 
V51 
W49 
X51 

Township 
43 
43 
43 
43 
4 3 . 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
4S 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 

Range 
45E 
45E 
4SE 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
4SE 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 

Section 
15 
15 
10 
15 
15 
15 
23 
23 
11 
14 
14 
23 
23 
26 
26 
11 
11 
14 
23 
23 
26 
26 
11 
11 
14 
14 
23 
23 
26 
26 
11 
11 
14 
23 
23 
26 
26 

. 23 
25 
26 
25 
25 
25 
25 

Qtr 
3Ey4 
3Ey4 
SE'/. 
NEK 
NEK 
SBY* 
mr /4 
swy. 
3W/« 
NWX 
3W% 
NW«/« 
SW/4 
miy* 
3wy. 
m m 
SVM 
miy* 
Nwy. 
3W</« 
Nwy. 
NWJ4 
NEy< 
3Ey« 
Nwy* 
SEy. 
NEy« 
SEy. 
NEy* 
sEy« 
NEK 
SEy* 
SEK 
NE% 
3Ey. 
NEK 
SEy. 
3Ey. 
Nwy. 
3Ey« 
Nwy. 
m m 
Nwy. 
NEy. 

Projected 
T.D.(n) 

152 
175 
228 
236 
262 
170 
167 
174 
259 
235 
232 
202 
174 
210 
165 
297 
233 
239 
277 
279 
225 
223 
194 
285 
291 
287 
273 
265 
220 
256 
198 
320 
373 
319 
340 
278 
240 
359 
264 
238 
289 
259 
310 
296 

Note: Locations are per section lines as shown on ownership map, 
section lines as shown on USGS quadrangle are inconect. 
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OTTER CREEK COAL LLC 

PROSPECTING PERMIT APPLICATION X2011334 . 

LIST OF EXHIBITS 

EXHIBIT 1 - SITE LOCATION MAP AND COAL LEASES 

EXHIBIT 2 - DRILLHOLE LOCATION MAP 

EXHIBIT 3 - LETTER FROM FISH WILDLIFE AND PARKS 

EXHIBIT 4 - DESCRIPTION OF EXISTING ENVIRONMENT 

EXHIBIT 5 - AERIAL PHOTO OF PROSPECTING AREA 

EXHIBIT 6 - SURFACE OWNER LOCATION MAP 

EXHIBIT 7 - COPIES OF COAL LEASES AND LANDOWNER AGREEMENTS 

EXHIBIT 8 - ACCESS ROAD PLAN 

EXHIBIT 9 - PROPOSED PUBLIC NOTICE 
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Exhibit 3 - Otter Cieek Coal, LLC Prespeding Pennit Applieation X2011334 

3S21-94 iiusiness Loop 
P.O. BoK 1630. Miles City, IVIT S930I 

Telephone. (406) 234-0921 ~ tax (406) 234-4368 
e-mail jensi^nfiRmt.itov 

Mr. Duvid Simpson 
Simpson & Assucialu LLC 
PO BoK 250 
Clancy. Ml 59634 

Dear Dave. 

Montana Kish Wildlife & Parks.Region 7 wildlife stafl'have reviewed the niuTHtivc 
description ol'sigiiiHtani fish and wildlife species and habitats.'including rare andendaiigened 
species, in ihc general area ofthc proposed Otter Creek Project proposed mine area. Stafl'fell 
the narrative description was accurdte and that Ihc proposed prospecting drilling activity would 
have little or no adverse impact on endemic fish & wildlife'specie.<i ur Ihcir habitats in the Project 
area. 

Of interesi is une historic sage grouse lek (PO "IS in MKWP Ick database) in the vicinity 
ofthe Project area, located in 1981. was last rechccked in 2001 with no activity noted. Also 
prairie dug towns do exist in the Project area,-the majority of which are towards thu northern 
end. There currently arc no mounUiin plover observations in Otter Creek. Given that there are 
active prairie dog colonies, the potential of plovers using the urea cannot be ruled out. Prairie 
falcon aeries (on cliff faces) are known lo .occur adjacent lo the Project area. 

Should you need any funher assistance or have any other i|uestiuns wc may be able to 
help address do nut hesitate lo conuici me or any oflhe Region 7 stafl'. 

^ J iUoM:t/J 
John bniign {I 
Region 7 VVildlite Manager 
01/04/2011 
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RMP. The Lands sectioa of the RMP cleariy iwiicates that these mineral estate dispose 
be oontideted sepanuely from tbe sur&ce estate. 

4. Aflfr*^ Kn"inmBr"* 

Lands 

The Otter Creek tracts are located within Powder River County in southeastern Montana, within the 
Otter Creek drainage, a tributary of the Tongue River, and are located approximately six air miles 
southeast of Ashland, Montana. The Otter Creek tracts also lie approximately four air mks of the east 
boundary ofthe Northern Cheyenne Indian Reservation and over forty air miles from the east boundary 
of the Crow Indian Reservation. The Otter Creek tracts encompass approximately 19,836 acres of 
which 7,623 acres (38 percent) is underlain with Federal mineral rights. Surface ownership within the 
tracts is.'appro»mately 82 percen! private, 10 percent State of Montana and the remaining 8 percent is 
adfflinstered by the Bureau of Land Management (BLM). The Otter Creek tracts are not focated 
witliin or adjacent to any Vt̂ klemess Study Area (WSA) or Area of Critical Environmenlal Concem 
(ACEC). 

Ajqiroximately 7,623 acres of Federal mineral rights are kicated within the three tracts. These Federal 
mineral rights lie mostly under private surfiice ownershqi (6,026 acres), with 1,597 acres occurring 
under surface lands administered by the BLM. The private surface ownership inchides 10 different 
landowners. FSgure 1 provides a detailed view of the locatran ofthe Otter Creek tracts and of tend 
ownership. 

Three classes of mineral rights exist in Ihe Otter Creek tracts: 1) all minerals, 2) coal and oiland gas, 
and 3) coal only. Neariy 72 percent of tbe Federal mineral right acres include rights for aU minerals. 
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while 28 percent incbde mineral rights for coal only. Federal mineral rights limited to coal, oS, and gas 
occur on 40 acres. A legal description of die C)tter Creek tracts is included in Appendix B. Tablet 
provides a detailed breakdown of Federal mineral rights and surfice status by tract for the diree Otter 
Qeek tracts. 

Table 1. Federal Mineral RiiUits 

Tiacl# l jr 

i t m n 

Tna #3 

TOTALS 

I .Tonl 
Aaes 

5,736 

7.703 

6397 

19,836 

ZNon-
Federal 
SutfaoB 

Acres wiib 
Noin*iBilenU 

Minenl 
Riglm 

3,819 

4,599 

3.795 

12,213 

for the Oner Creek tracts. 
3. Private 
SwftCB 

Acres with 
Federal 

Goal Rights 

640 

1.160 

310 

2,110 

4. Private 
Su i i ta 
Acres 
wilh 

^ • • 

m u n u 
Coal.OftG 

Rights 

0 

40 

0 

40, 

5. Private 
Stnftce 

Acres with 
AUFfBdoal 

Mineral 
Rights 

1.277 

1.080 

1.S19 

3J76 

6. Total 
Private 
SurCux 

AcKiwi th 
Fedeial 
M i m a l 
Rights 

(cohuuns 
3+4+51 

1J17 

2,280 

1329 

6/126 

7. Federal 
Suftce 

Acres with 
FedenI 
Minenl 
Righu 

n 

824 

773 

1497 

8. Total Acres 
of FedenI 
Minerd 
Rights 

(cataimns fri-7) 

1.917 

3.104 

2.602 

7.623 

Air QnaBty and CBmate 

The dimate of the area is classified as a semiark] cool steppe, where evaporatkin exceeds precipitatran, 
with relaiiviely short warm sununers and longer coU winters. Prevailing winds occur from the 
southwest, but local wind conditions reflect channding down (be Otter Creek vaOey due to the adjacent 
terrain. Air quality conditions in the area are very good. Relatively low air pollutant concentratrans are 
a result of Umited industrial air poUution and favorable aonospheric dispersion. Site-specific air qualiiy 
monitoring has not been conducted in the area. However, the lack of significant poDution sources 
probably means that existing air quality is in attainment with all ambient air quality standards. The area 
is designated as a Class n air quality area that would allow development activities to occur. The 
Northem Cheyenne Tribe has designated its lands to the west ofthe Otter Creek area as a Qass I air 
qualityarca. Tbe OowReservatkm further west is classified as a Class II area. 

Cultural and Historical 
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Cultural resources widiin the area r^reseat huinan OBCupatbn throughout die prehisiofic and historic 
periods. SilB-qiecific inventories on tbe Otter Ondc tracts have not been conducted. However, 
cultmal resources rehting to the preMaoric peiiod in die gmeial area consisi ofa wide variay of sites 
induding; scatters of flaked and ground stone tools, hearths and odier camp debris, woodqi hxlges and 
other evidence of domestic structures, rode sfadtas and caves, game traps and kiD sites, and other 
feaiuvBS. Cubural resources associated widi the historic peiiod consist ofhomesieads, historic trails, 
Indian war period battk sites, ranch devdopments, and Natroe American sites repcsentative bf 
continuing occupation diroqghout historic times. No cuhural resource-related ACEC have been 
designaied by BLM in the Otter Creek area. 

Geology and Minerals 

Hie Otter Creek tracts are within the Missouri Phiteau divismn ofthe Great Plains pbysngr^hic 
province. Most of the area consists of flat to gently roOng ridges or ujdands. Erosion ahing the edges 
ofthe uplands has occasionaDy formed steqi-skled guOkis or coidees. A dendiitk dramage pattern 
exists diat flows generally soudi to east into Otter Qeek. Elevations range firom 3,040 feet to 3,420 
feet'above sea levd. To dw soodi ofdie Oner Credc tracts liK d e Custer Nationd Forest, which is 
veiy ragged, forest-covered highland. The Forest forms a <fivide between the Otter Creek and Tongue 
River watersheds. 

The Powder River Basin, in which die Otter Greek tracts are kicated, produces smaD amounts of oO 
and very small amounts of conventiond natural gas from shaflowreservofas. There are no ofl and gas 
bases or productmn on die (Xter Credc tracts. 

Cod bed medidne (CBM) gas is consklered an unconventiond Iqidrocarbon resource in die Powder 
River Basin, induding die Otter Creek area. CBM is considered a prospective resource from the Fort 
Uiuon FormaUon cod beds in die Otter Creek area. 

Severd cod seams underlay the Otter Creek area, however, only die Knobtoch seam is present in 
sufficient thickness and at a siuface-mineaUedepdL The Knoidoch seain ranges from ̂  to 72 fieel in 
dudkness widiin the Otter Credc tracts. Ifthis cod were leased, die Federal government wouU recede 
a royahy from any cod productfon. The State of Montana wouU receive 50 percent of die royally 
recdpts from any leased fiedeid coaL 

Cod from tbe Knobkich seam is kiw-sdphar cod classified as Sub-lritummous C Cod of diis quality 
iis desirable fior the generation of dectiidty because of its few snliiir content These cod resources are 
not currently leased. Devetopment of the cod at this time is considered qiecdadve because die Otter 
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Creek area would require devdopment of new infrastiucture to support a mine. The time frame and 
econonucs associaled with potentid cod devetopment of these properties is therefore highly uncertain. 

Construcdon minerd materials are generally present in the area and mdude sand and gravd, scoria, 
conunon clay and crushed common stone. There are no existing BLM minerd materid perraiis nor 
mimng claims for locatable minerals on the Otter Credc tracts. 

Hydrdogic Rcsoiunces 

Sucfiice water is die primary source of water for uses in die area. (jeneraUy water quality is good. 
Surface water flow varies with dw seasoa The Oner Credc is a tributary of dw Tongue River, which 
flows north-nordwast into die YeOowstone River. 

Otter Creek has been utentified by the State of Montana as an Impaired waierbod/* m need of water 
quality restoraUon. This designadon is in response to dw requireinents of Secdon 303(d) of tbe Federd 
Clean Water Act. Water quality degradatkin results from agricdturd uses, road and bridge 
construction, land development and naturd sources. 

Groundwater quality and quantity are variable with dw primary water quality issue bdng salinity. The 
primary bedrock aquifers are dw sandstones and coal beds of dw Tertiary Fort Umon Forraatkin. 
Wells within the Fort Unwn Formation may produce as much as 40 gpm, but yields of 15 gpm are 
more typical Water is generally suitable for Bvestock purposes but may nol be suitable for irrigatkin. 
Totd dissoKed soDds concentratMns range ftom 500 to 5,(X)0 mg/L 

Water rights in'Montima are the jubjea of dw Montana Water Use Act and water rights are being 
adjudicated on a watershed basis. The Tongue River watershed, inchiding dw Otter Greek watershed, 
has not yet been fidly adjudicated. Ofparticular unportance tp resxlents in dw area and adjacent 
landowners, owlnding the Northem Cheyenne Tribe, is the (votecdon of surface water and groundwater 
in the vicinky of cod mines and foture potentid cod bed methaiw devdopnwnL The Craw Indian 
Reservation is generdly located in the Bighorn River watershed further to the west and is not affected 
by surface water or groundwater issues in dw tower Tongue River and Otter Creek watersheds. 

PalcontDlogicd Resources 

Fossil-bearing rock units underlie dw Otter Creda area and include the Fort Union Fbrmatmn. The 
fossil reconi from the Fort Uoton Formadon contains evkience of ancient environments that include 
streamskJe swamps, bouomlaods. and well-established river courses. Fdl viridiin ancient river channels 
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contains Aissils of fresh water dams and snails. Odwr units of dw Fort Union Fbimation contain fossils 
of turtles, fish, repdles, and mammals. There are no FederaVBLM designated paleontotogicd ACEC 
or Nattond Naturd Landmarics for paleontotogicd resources in the vicmity of dw Otter Creek tracts. 

Vegetation 

The shraUand vegetative community is dw dominant vegetation type in dw Otter Creek area. This 
vegetation type is characterized by shrub covers greater than 15 percent and forest cover less than 10 
percent. Important shrubs include severd species of sagebrush and others such as bitterbrush, creeping 
juniper, greasewood, mountain mahogany, rabbkbrush, and shadscde. The shrab communky is 
associated with a complex understory of grasses such as bluebunch vi4watgrass, Uue grama, Idaho 
fisscue, needk and diread, and westem wheatgrass. The adjacent upland forests of dw Custer Naitond 
Forest are predominaldy a ponderosa pine forest with a shrab understory. No fiederally listed 
direatened or endangered plant spedes have been klentified ia dw Otter Creek area. 

WildUfe 

The diverse topography and vegetaUve commumcws in the area provkle habitat for a wide variety of 
wiUlife. Big game species common within the area include miile deer. elk. and whke-taOed deer. Some 
of dw more common predators include coyote, red fox, raccoon, badger and striped skunk. Black 
bear and mountain lion may also occur in the generd area. Inventories indicate that more dum 250 
species of biids occur in the area. Approxmiate numbers of species inchide 32 waterfowl and rdated 
species; 33 shore and wading birds; 18 diumd and 11 nocturad raptorr, 8 species of gallinaceous 
birds; 8 woodpeckers; and 137 songbirds, including many neotropical migrants. Otter Creek is not a 
designated fisheries management Stream, dthough Dtter Ciedc has a moderate fisheries resource vahie 
and approxinuuely 20 fish species have been klentified. Abundant and conunon fish species in dw 
downstream sectnn of the Tongue River inchide dw shovetoose sturgeon, goMeye, common carp, 
emerdd shiner, fathead minnow, flathead chub, longnose dace, river carpsucker, tongnose sucker, 
white sucker, shorthead redhorse, channd catfish, stooecat, and sauger. Federally listed threatened, 
endangered and proposed for listing species that may be found m the Otter Creek area inchide the 
mountam ptover, bakl eagte, and blade-footed fisnet. 

Sodo-Econondcs 

The popubuion of Powder River County is largely rard. Longtime residents often want to see 
continued toed control ofthe land without interference ftom outskle agencies or groups. There ore 
some differences in attitudes toward energy devdopment in dw area and tensnns arise fixim the desire 
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for new devetopment to support dw often stagnaiit rard economies and the concem that such 
devetopment eouU harm the environment and the lifest^e qualities of the area. 

A ponton of depopulation to dw area is also Native American. They generally want to preserve many 
denoents of thdr beyiiage, express strong connections widi dw naturd environment, and often do not 
wish to becoine homogenized into the non-Indian cdture. At the same time, some tribd meinbers wish 
to pursue the devetopment of oiergy resources for didr tong-tenm socid and economic benefit. 

The population of Powder River County decreased from 2.090 in die 1990 census to 1,858 in dw 
2000 census, a 1.2 percent negative annnd growth rate. This compares to a Slate of Montana avmge 
annud potithre growth rate of 1.2 percent over dw same period. Data on race and ethnicity from the 
2000 U.S. Census indicates tbat dw Povtrder River County populatton is 97.4 pereent.white, with a 1.8 
percent Native American populatton. Rosebud County which is tocated west of dw Otter Creek tracts, 
indudes part of tbe Northem Cheyenne Reservatton, and has a 32.4 percent Nadve American 
popnhttoiL Bighorn County which is tocated fuither to the west of tbe Otter Creek tracts and indudes 
part of the Nordiem Cheyenne Indian Reservation and dw Crow Indian Reservatton, has a 59.7 
percent Native American populatton. The percentage of the populatton of Powder River County betow 
the U.S. Census Bureau poverty threshoU is 15.3 percent, white 26 percent of dw tribd members of 
the Nordiem Cheyenne Tribe and 38 percent ofthe tribd members of dw Crow Tribe who are 

emptoyed are betow U.S. Heddi and Human Servtoes poverty levels. 
) 

Eoptoymem 1^ sector of dw industry for 1998 todkaies diat Powder lUver County is 33.8 percent 
farm emptoyment, 37.9 perbent non-brm emptoyment, and 28.2 percent govemmem empbyment 
(U.S. Dqiartment of Comnwrce). The per capita income for Powder River Coun^ m 1998 was 
$16,314', ody 76.8 percent of the'average per capita income for dw State of Montana (Bureau of 
Economic Analysis). The average unemployment rate in Powder River County mcreased from 2.4 
percent n 1995 to 3.0 pen»ni n 2000. However, surveys by the Bureau of Indian AfEdrs oidicaiB tbat 
71 percent of dw Northem Cheyenne and 61 percent of dw Crow Tribe labor force is unemployed. 

Northem Cheyenne Reservation 

The Northem Cheyenne Reservatton lies west of the Otter Creek tracts and occupies about 445,000 
acres m Big Horn and Rosebud Counties. Tiw Tongue Uver forms dw eastem boundary of the 
Reservatton. Ai^roxunaidy 4.212 Nordiem CZheyemw live on or near dw Reservatton. The 
commudty of Addand. Montana is the nearest community to the Otter Creek tracts and is tocated on 
dw Tongue River adjacent to the Reservatton. ^proximatdy 500 tribd members live m Ashland. The 
current economy of the Reservatton is primarily based on Ihrestock productton; indivklud tribd 
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members ovm an estimated 12 to 15 diousand head of catde. The Tribe has approximately 27,000 
acres of reservatton lands presendy uiuler cultivation, the^vast majori^ of which is dryland fiummg (i.e., 
hay, vriwat. baifey, and small grains). In addition to agriculture, the Tribe has devetoped several 
secondary sources of income indudmg constructton, timber harvesting. smaO buaness. ligbt 
maaufacniring. and casino gammg. The Reservation provkles dispersed outdoor recreation indudmg 
huntmg, fishing, hikmg, horseback riding, and plant and beny gathering. Hunting on dw Reservatton by 
non-tribd menibecs is not permitted. 

Cod deposits from dw Fort Unton Formation, estimated at 16.3 billion tons, exist beneath the entire 
Reservattoa Severd cod leases on dw Reservation were canceled m 1978 by Congress, at the 
request of tbe Tribe, to respond to concems regarding dw poBtkd, economic and environiiwntd 
soverdgntyofdwTtfte. Since that time, the Northem Cheyenne have overseen thdr energy 
devdopment cautiously. The Reservation does not have ai^ known oil or gas fidds. Hydrotogicd 
resources on the Reservatton consist of surface water flow from severd rivers and dwir associated 
tributaries, and the productton of groundwater from a variety of geotogic formations. The Tongue River 
andOtter Creek waterdwds lie adjacent to tbe Reservatton and are of concem to the Tribe. 

Indian Trust Assets (ITAs) are assets such as lands or roxnerds heU to trust by the federd government 
on behalf bf Indian tiibes or indhddnds. The Department of dw Interior has an obligation to protect 
Indian Trust Assets and to conskier the anticipated efifects on ITAs m (danmng, decidtog, and 
implementmg actions by the federd government The ITAs identified for dw Northem Cheyenne Tribe 
are the Tribe's Reservation lands. Tbe Northem Cheyenne Tribe also has existing water rights heU to 
trust by the Unked States. These water rights include both surface water and groundwater rights 
needed for the protectton and devdopment of the Reservatton. The Northem Cheyenne have ' 
successfully negotiated a water rfghts compaa widi the State of Montana and own a significant amount 
of water m the Tongue River Basin, todudtog a princtpd portion of dw Tongue River Reservoir. 

Crow Reservation 

The Crow Reservatton is located west of the Nordwro Cheyenne Reservation and is further removed 
from the Otter Credc tracts. The Crow Reservatton boundary is common with the westem boundary 
of the Northern Cheyenne Reservation and is tocated primarily widun tbe Bighorn River watershed 
wluch is fiirther west No forther desciiptton of the Oow Reservatton resource vdues or trust assets is 
needed to address dw issues associated widi dw Otter Credc tnwts. However, dw Oow Tribe couki 
be aifecttd by competnton to ks existtog cod mtoe if cod was devetoped to dw Otter Credc tracts. 

5. Conseoueneeg oflhe Proposed Action and Altematives 
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State of Montana 
COAL LEASE 

N.. C-1103-10 

DMSI 
liaiooo 

THIS LEASE is mado and eMcred into belween Ihe Slate o f Mootui^ Iqr tnd through i l l Inrfttlly 
acting Boaid of Land Commiiiionen, heieinailer refened lo as " I M I O I " , and 

Ark Land Company 
1 C i ^ Place Drive, Suite 300 
St. Louis, MO 63141 

hereinafter idencd to as "t^esiee", under and pumani to die mihority graiiled Lessor fay the ttimi and provisions of 
Title T l , Chapter 3. Pan 3, MCA, and all acts amendawy dieteofand supplementaiy thereio, and all niles adopted 
pursuant dicfcio. 

IT IS MUTUALLY UNDEKSTOOD, AGREED ANDCOVENANTED BV AND BETWEEN THE PARTIES 
TO THIS LEASE AS FOLLOWS: 

1. GRANTING CLAUSE, f i le Lessor, in consideialion of the lentt and rayatiies to be paid and die conditions 
to be observed as hereinafter set (wtK does hereby giani and lease to the lessee, fbr Ihe puipose of mming and disposing 
of coal and constracting all such worics, buildings, planis, sttuctwes and appliances as may be neccssaiy and convenient 
10 produce, save, care for, dispose of and icmove said coal, and fbr die rechunation thereafter, all the lands herem 
described as fbllowK 

Land Located in: Township 3 SWH**! BiniW^} FrWlt County: Powder River 

Description of hind: Section 26: All 

Total number ofacrBs.nM)rc or less, 640.00 , belonging to , Common Schools Gnnt. 

All righn ffvited to Licuce under this Lease are contingent upon Lessee's compliance whh die Momana Snip Mine 
suing Act and Ihe Moniana Strip and Underground Mhie Reclamation Act (Title 82, Chapter 4. Puts I and 2. MCA) and 
upon L,cssor review and approval of Lessee's mine operation and icelamiiion plan. The rights panted under this Lease 
aie fiiiiher subject to agency responsibilities and audiority under the provisions ofthe Montana Enviranmenal Policy 
Aa. 

2. KFrECTIVE DATE ANO TERM. This Lease takes effect on Match I t , 2010 and is granted fiir a 
primaiy teim of ten (10) yean and so long diereafter as coal b produced ftom such lands in commeieial quamitics, 
subject to all ofdie tenns and conditions heicni set (bnh. A lease not producing coal niewnmeicialquanihies at the end 
of ttwprimaiy term shall be leimniated, unless the leased lands are described in a strip mhie pennit issued under Seaion 
12.4-221, MCA, or fai a mine sila locaiian pemih issued under Seaion 82-4'l22, MCA, pnor to the end of dw primaiy 
tcim, and die lease shall not be lermhiaied so long as said lands are covered and described under valid peimiL 

3. LEASE EXTENSION. TheBoardofLandCommissionenmeygnMieasonableexlaisiansofdieprbnaiy 
terni of diis Lease upon a showing that Lessee, despite due care and diligence, is or has been directly or Indireaiy 
prevented ftom pplorfaig, developmg, or opentfaig this Lease or is dueatened widi substantial economic hiss due to 
iitigatian regarding diis Lease or another lease in die same strip mine permit or mnie site kicaiian pennit held by ihe 
Lenee, state compliance widi die Montana Enviionnienial Policy Aa , or advene conditions caused by natural 

4. RIGHTS RESERVED. Lessorexprettly reserves die right to sell, lease, or odieiwise dispose of any 
hueresi or estate In die tands hereby leased, except die mterest convqredby diis lease; provided, however, diM Lessor 
hereby agrees dun subsequeal sales, leases or odia dispositions of any bitercst or estate in the lands hereby leased shall 
be subjea to die tenm ofdiis L«ase and shall na inteiftie widi die Licssce^ possession or rights hereunder. 
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SL BOND. Lessee shall Immediately upon die executwwofUiis Lease fiimish a suiety bond in die amount o f 
' lions o f this lease, or, bl die option o f die lessor, a cash deposh in 

die affloum of S2,000, br an inevecebh letter orcredit hi a fbnn approved by Leaser diawn upm an approved b m 
samsainounL A l l rentals, loyaltici and interest musi be paid and ail diiluibance must be reclaimed to die la iblkaion o f 
licssor prior to release ofany bond. Additwnal bonding msy be required, or reduced bondmg allowed, ii»4itnever Lessor 
detennines it is necesseiy, or'suffldenl, to ensure'oomptince with Oris Lease. 

& RENTAL. I;esseeshall.pay Lessor annually, hi adMuee, fiir each acre or ftactiondicieofeovered by diis 
Lease, begbnmg widi die dale d ib Lease takes e f t e , an annual money rental o f S3JOO per acrsL Rnitaltennsaresublea 
to icaiyusiment as provided m Paragnph S, but in no case shall i l be less Ihan two (2) doltan per acre. 

7. ROYALTY. Lessee shall pay Lessor in money or fai kind a Lessdi^ option a royalty on eveiy shoit Ion 
(2,000 pdiinds) o f coal' mined aiM).produoed.duiuig the term pf dus Lease,- calculated upon die foJ i . mbw price ofdie 
coal prepared fiy shipment, including taxes band ori ptodualiGh or value. Lesseeshallpeyaroyal|yofl2.SHiaonooal 
removed by strips tui f tce, or.auger mmmg AiedMids and a royalQf'Of I O M . R K coal icnioved by undcigrouriii mming 
methods. RoyalQf terms are subject tb review and icadjustmcm as provided hi Pangiaph 8, Iwt m no case shall die 
royal^ fiv die obd'fflfaied be less d m ten (10) percem o f die CoJ). price o f a ton prepared fbr shipment. 

a. READJUSTMEtn* OP RENTAL AND ROYALTY TERMS. The Lessor icserves die right to rea4|ust 
die lental and rayahy lenns o f dds Lease to reflea Mr. mariiM value at die end o f die primary t em o f len (lOyean) ami 
at die end ofeach five (S) year period tfiereafler i f die lease b produefaig coal hi oommercbl quandtks. 

9. pPPSETTINC PRODUCTION. The obligathm o f Lessee lo. pay rpyalties under d ib Lease niay be 
leduced fay die Board'fbr coal produced fiom aiiy particular Iraa vnthin die Lease upon a showmg by iMsee to die Bosid 
dn l die Goal b uneconomical to mine a prevailing maifca prices and ppeiadog eosB iinless Lessoi^ royalty b reduced. 
Under no cncufflstances may Lessor^ royalty be reduced telaw ten (10) percent o f die coal produced and sold f«J». die 
mbie site, prepaied fbr shipment, taiehidnig taxes based on pndncthm or vahK. 

IOL LESSOR NOTIF ICATION A N D REPORTS. LesseeshatlnMiQrLessorprhirtodiecomfflenccineniof 
any prosDeain&exphintion,developmeM or produahm operations. As soon as ai|y minhig opewions ate cuiiimeiiLBd, 
Losce mall subndt to Lessor, on or before die last dxy o f eadi mondi, a royalQ' repot and payment covering die 
precedfaig cdendar mondi, which report shall be in such fiinn and taichide such bifbnrniMM as Lessor shall pmsciibe. 
Upon requett. Lessee shall also fbmisb to Ixssor, reports, ptats, and maps showing exptoratioa data, devehipment walk, 
improvements, amount o f leased deposfts mined, contracts fiir sate and any odier bimmaiion widi respea to die land 
based whieh Lessor may require. Lcssoi^pouitofeontaKt fiir al l malienretated to d ib Lease b: 

Depaitmentof Natural Resources A Conservation 
Mbierab ManagemeM Bureau • 
P.O. Box 201601 
l62SEIevendi Avenue 
Helena, IMT S9620-I60I 

Lessor wi l l notify Lessee ofany sufaaequent change fai pomt o f conlaa. 

11. INSPECTION. Reprcsentathwsofdw Lessor shall at all times have die right n enter upon all pans ofdie 
leased picmbes fiir die puiposes o f mspeaion, exammation. and testing diat dwy may deem necessaty W ascertain die 
condition ofd ie Lease, die pmduaion o f coal, and Lessee's complbnce widi its obligations under thb Lease and U 
review die Lessee's records relating to operations upon and adminbmtion ofdie lease prembes. Representatives o f 
Lessor shall abo, at aD reasonable hours, have liree accen to all books, accounts, leoords, englneeringdata, and papen o f 
Lessee msofhr as diey contain infiifmation relating 10 die pmduaion of coal under d ib Lease; die price obtsbied dwefiir, 
and die Ihirmarica value o f the production. Lessor riiali abo have ftee access to apcemenisntadng to production o f 
coal under d ib Lease. Lessor may copy at its own expense any book, account, reewd, engineering data, papen, or 
apeementilo which h has access punuant to thb parapaph. 

12. CONFIDENTIAL ITY. Lessor apees diet Lessee may lequest any materiab obtained by Lessorpunuant 
to d ib Lease be desiffiated as oonfidentbl. Lessor shall agree lo keep any infirnnathm so designated tDialy confidential 
i f Lessor detennines diet confidentiality b n a untowfliL Further, die paities agteedia die intbimation Lessee b obliged 
to provide punuant lo d ib Lease b only diet Bifirnnation relating to Ihe leasonable administration and enforcement by 
Locor o f tIM provbions o f ihb Lose and sane taw. 

13. ASSIGNMEtn* . Thb l̂ ease may not be assigned widiout die prior approval of Lessor h wrilhig. 
Assignmcnu must be made in aecoidance widi any statutes oradminbuative rata pertainnig to assignmenb ta ef iect« 
die time o f assipinienL Each Lessee executing d i b Lease, or accepting an assignment ofan° hiterest in d i b Lease, b 
jointiy and severally liable ftir all obUgations attributable to die entire woricmg tateiest under d ib Lease. AssigimieMs 
may not extend die exp in tnn dale of d ib Lease. 

14. CANCELAT ION. Lessee may sunender and retmqubh dib l̂ ease by givingwrittennaiceio die Lessorrt 
least difaqr (30) dqix prior to die annlvcrsaiy date o fd ie Lease. It b undemood and agreed dial die Lessor hereby 
reserves die right to declaie d ib Lease fiwfkfted and to cancel die same dnough die Board o f Land Commissionen upon 
U h n o f Lessee to ftd|y discharge any o f die obihaticns provided herem, after written notiee ftom die tJepaitment and 
reasonabk tfane fixed and allowed l ^ t t to Î essee for the peifbnnance of any undeitakmg or obligation specified m such 
notice concerning which LcMceumdefiMdl. Lessee, upon writtenapplicauondierefor,shallbepamedahearingonany 
notiee or demand o f die Department befbre die Lene may be dedaicd fivfeited or canceled. 

15. SURRENDER O F PREMISES. Upon die tennhMthmofdib Lease for aay cause; Lessee shall sunender 
possession o fd ie leased premises to Leawr, subject to Lesiee!s right to re-enter ( I ) for die puipose of removfaig all 
nasAfaieiy and unpfovemenb behmging to Lessee, hereby granted M any time widini SH (QmoMhs afier die date o f such 
tennmation, except tliose improvementt as are necessaty for the picseivaticn ofthe deposit and access to tiM deposit, 
which hnprovemenb shall beeome die propcih o f Lessor, and (2) fiir die puipose o f complying widi State and Federal 
bws adopted punuant to die police power o f Slate or FedenI govenimenL I f anv o fd ie property o f ticssee b n a 
removed Irom die Icssed premises as herein provided, the same shall be deemed forfbited to Lessor and become i b 
propet^f. 
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16. PROTECTION O F THE SURFACE, NATURAL RESOURCES. AND IMPROVEMENTS. Lessee 
agrees to take such reasonable steps as may be needed to prevent oneiations ftom unneeesseMly: (I) causing or 
contributing to soil eroskm or damaging any fiuage and timber groiMh diereon; (2) damaging crops, uKluding fiira^. 

reqiKtiodietandandbnproycmenbdieicon. Nodiuig hi dus seakm ibnib Lessee's obligation to comply widi any 
" • ml law, rale, r 

timber, or Siiprovcments of a suiflm owner, or (3) damagtag imge imnovemcntt whedia owned by Lessor or by Its 
gyazhigpennineesor.lessees. ThelesseeshallnapolhiteordepleiesuHtteoraaundwaiertaexcessofdioseimpactsto 
water allowed bf stete or fbdeial taw or penntt. Upon any parttal or total relmquishment or die cancellation orexphetion 
of dib Lease, or M any odier time prior thereto when requtaed by Lessor and to dw extent deemed necessaiy by.Lessor, 
Lessee shall fill any sump hobs, ditches'and ottier excavaions, remove or eover all debris, and, so fbr as leasonably 
possible, reelaim die dbtintied area to a condition hi keepun widi die concept ofdie best bencfictai use; biduding die 
lemovalofslrachiresasandifretpihcd. UssormayprescnbedieMepstobetakenandreclamniontobemadewidi 
reqiea to die land and bnprovemenb dieicon. Nodiuig b 
applicabk stata or federal law, rale, regulation, or pentiiL 

17. TAXES. Lessee shall pay when due all uwea tawftilly assessed and kvied upon imprevenicnta, output of 
mbies, or odier r i^ t s , prapaqr br assett of dw Lessee. 

IS. SUCCESSORS IN IfifrEREST. Each obUgation hereunder shall extand to, and be Wndbig upon, and 
evoy benefit hocof shall hiure to dw Hdn, executors, admmbtraton, suceesson and assipis ofdw reipeaive panies 
hereto. 

19. COMPLIANCE WITH LAWS AND RULES. This Lease b sulject to finther penniamg under dw 
provisions OfTitie 7S or 82, Montana Code Annaated. Lessee agrees to comply widi all applbaUe laws and ndesui 
eflea M dw data of tins lease, or which mqr, ftom tune to time, be adopted and which do n a impabrdw obligttions of 
dib lease and do mn deprive dw Lessee of ah exbting pnipeiqr right reeognized by taw. 

n . WATER RIGHTS. Lessee may nafaiteiftra widi any exbting water right owned or operated by any 
person. Lessee shall hold Lessor hanntes agamst all clauns, inctuduigauamey fees, ftir damages chhned by any pa son 
asseilbig faiterference widi a water right 

21. MINE SAFETY. Lessee agrea to operate dw mfaw In aecoidance widi rales promulgsted t y dw Mme 
Safely and Heahh Adminbiration fbr dw healdi and safety of wotfcen and employees. 

22. WASTE PROHIBITED. AU ndnmg operattans shall be done in good and Worionanlike manner ta 
accordance widi approved medwds and piactices using such medHNb to Insure dw extraction of dw graatestamoum of 
economically mbiable and sateabte mfawnl. having due regard fbr dw prevention of waste ofdie minenb devdoped on 
die land, dw prolection of die environfflea and all natural resources, dw preservation and conservation of die property fiir 
ftiture use; aiid fbr dw health and uHay of woriien and empleyccs. 

23. SURRENDER O P DATA. Allgeotagicddatapertainhigtodie leased prembes, UKludingreports, maps, 
logs and odwr penhient data regaidmg inisl resources shall be ghen to dw Lessor upon sunender, Mimination, or 
expirahm of die Lease. Leuor may refiise to rdease bond umil sunender ofsuch data to dw Lessor. All driH core 
unused or undamaged by lestbig shall be saved. Upon sunender, teimmation, or expnahn ofdw lease. Lessee shdl 
coniaa dw Staw Ceologbt; Montana Bureau of Mines and Geotagy, Butte, Montana, to detennine if such drill eora b of 
nitaiest to die SlattGeoiogbt for die drill core libiaiy. AnydrillcoredetcraitaedbydieSiataGeologbtnbeofintaresi 
shall be forwarded by Lessee,« Lessee's cost, to dw drill core.libraiy. 

24. WEED CONTROL. Lessee b respondbb fbr controlling noxious weeds on dw leased premba end shdl 
prevent or endicatt dw spread of noxious weeds onto land adjoinbig dw leased premises ta consultation widi any hical 
weed control boaid. 

25. SURFACE OWNER AND SURFACE LESSEE R1CHT& Lessee dwil notify die surftce owner, if dw 
surface owner is n a dw Lessor, and any surtace lessee ofdw loeuion ofany tacilliies or access roads on dw leased 
premises prior to their construction. 

26. DAMAGES. Where Lessor owns dw surfece estaw above dw based prembes. Lessee shall compensate 
Lessor or Leesoi^ surflwe lessees or penniaees for all damages to audiorized taiprovemcms on dw leased premises, 
fawtading pendlies aiid chaiges assessed bv dw FSA oa CRP lands, as a result of Lessees prospeaing, exploration, 
development or mmmg opcrmons. All such damages will be assessed by and paM directly to dw Lessor. Losce shall 
also make all paymente requued by law w surtace'ownen and lessees if l;essor b n a dw owner ofdw surfkce estate 
above tiw leased premises. 

27. INDEMNIFICATION. The Lessee shdl protect, defend, and save tiw Lessor, ib agents and employees 
hamless ftom and againd d l clauns, Habilities, demands, causes of action, and judginenis (ioctadmg the cost of demise 
and reasonabk attomey fbes) arising ta fbvor of or asserted by diird parties oa account of damage to piaperqr, personal 
bjuiy, or deadi, which tajuiy, deadi or damage, in whota or in part, arises out of or ta any way muhs ftom dw negligent, 
wamon, or willfiil acta or omissions oflhe LcMce, ib contractors, agents a snbcontnwton. 

IS. SPECIAL CONDITIONS. 

(A) DIUGENCE. The 
whhamtaunum 
dib Lease takes eflbc^ and tt bast 1300,000 per lease year tiwreafter. For dw panoses 
commitment, die Otter Creek Area COal Tnet t taeludes all Stata and non-Slata coal kicated whhta die 
arBashkntifIedasTiaarsl ,2,and3' 'oadwaiiachedExhlbitA. Widitat20deysfiillowtagdwcndof 
each lease year, dw Lessee shdl pnvMe Lessor an aecouMtag of Worii (as taier defined) perfonned on dw 
Oner Qeoc Area Coal Tracb fbr such base year. Any amount ta excess ofdw mtabmmi expenditure 
amount b refened to as dw "Excess AmounT and atqr shortfhil b refbrred n as dw "Shortfall Amount" 
Widita 120 days fMhiwfaig die end of each base year, dw Lessee shali pay to Lessor dw amount, if any, 
equd to dw Shortfhil Amount fbr such lease year, less dw sum of dw Excess Amoums fiv all prior lease 
yean (to dw extent auch Excess Amounb have n a beea previously applied against s Shortfbll Amount). 
For pwposea of calcutatbw dw mmtanim expendihire, dw Lessee may only tadude costs fiv work dbeafy 
attributable to dw Otter (Seek Area Cod Tracts. W o k to be perftanned on dw Otbr Creek Area Coal 
Tneta may tachide, widioa Imiitation, cnvbonnwnul baselme studies, exploration drillmg, biftbtion of 
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permitting and dipennittbig actions, acquisitMin of surfae rlgfib and access righb ever or to dw Otter 
Credi Area Cod Iraos, tide curative actions, maikd studies, compiling mme economics, pniiaration of 
feasibility studies and any odwr works; study or yeril idih thbd party expense lequiied to aMuacnee 
opendons lbr dw mining efood on dwOlta Creek Area Cod Ttaeb(oollean«fy. tiw "Wot " ) : The 
accounibig o f Woric does na include paymenb made to non-State Lessors fbr shortlalb ta vwrii pnMram 
enendihirea. In die event aigr of dw Worii b eenducied fay Lessee's empbyees, dw actud verifieUe 
sataries, wages and penond expenses ofLessee's emptoyees eiuwi temporarily or pel iiiaiwBilyassipwd to 
dw dewiopment and opendon of tiw Otter Oeek Area Coal TIacu may be indaded n Ibe mintaium 
expendhuie. Lessee shall na tacbde aay bucfnal oveihcad of aiiy nahate in cdcubting dw mtataium 
expenditure. Ifiibaiiticipaieddwidw Woric eonducicd by Lessee's employees will exceed SOH ofdw 
mhuanDneiVenditnicdw Lessee will seek Lessor's approval for such amounb over SON. biaddhion, 
taxesandassessmenBLesseepaysshdlnabemchidedmcdcubtingdwmtafaniancxpendinne. Copbsof 
d l analyses, data and odwr tafbrmdion produced w eonnpiled as a lesult of Lessee's WDik program en dw 
Ottar Qeek Area Cod Tracts will be piovided to Lessor whhta 120 days after dw end of eadi lease year. 
Howeva, such analvies, data and odwr tafbrmation siAimned to Lessor shdl be sutjea to die 
confidcntialify providons of taagnph 12 and 77-3-300, MCA. 

(B> SETTLEMENT AGREEMENT. After die condusun of any explorattanaperaitonsnd befine 
conducting any mtahiL ceasiractian or odwr operations «n ai|y pottion oflhe Otter Oieek Aiea Cod TtacB 
(singfy and cidlectivefy *Opcniions"); dw Losee « i t s agens ta dose consuhation widi dw Northern 
Cheyenne Tribe CTr ihO, shall davdcp i d sahnui fiir apprDvdtoUwLessor.obtamLesiw approval of, 
and dieteaftcr Implement tiw five wrinen Opetating Plans as detailed m die attached Exhibit B oTUw 
Settlemeni Agreement dated Febraaiy 19,2002, beweoi ihe Lessor and die Northern Chqicnne IVifae. 

29. NON-WARRANTY OF t n U . RegxnBess of aqy ofdw above provisions of din Lease, acoid or 
implied, dw Sine e f Montana does mn wanant titte u hs tands. 

IN WrrNBSS WHEREOF, tiw paities hereto sa dieir hands and Lessor has caused dib agreenwM to be 

executed wHhdw officid seal of the Slate Bosnl of Land Commitsionen on Uib ilavnf ™ 2 0 M I I L M I O . 

THE STATE OF MONTANA ARK LAND COMPANY 
Lessor Lessee 

By Itt State Board of Land Commissnnen 

Its. X ^ g r f l ^ „ - / .m̂  

PACE 4 OF 4 
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EXHIBIT A 
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EXHIBITB 

After die oonctusipn of any cgqplorstion operations snd before conducting any mining, 
eonstcuedon or odier qpeOtioos Ofl eny poidon of die'bdier Credc TVactB (sin 
tJperadonOb die prcgect openMor in close coosullBdoa widi die Norihetn Owyeone Tiijie 
ClTiibOt dull develop on! nbmit for qipiDval to the Montani State Board of Igind 
ConnniSBionerB HBoanT). obtain Board qipnyval 0^ u d fliddafier uhplenient dte following 
written Operating nana: 

1. EnploynwBt F r o g n u a A written Enoploiyinent Ttpgnun designed to provide 
meaningfol and aubstantial employineiit tqipuituiiity in QperationSi wilhoiit any preferences or 
qiiotai, to enrolled menibeni of federaOyHeeogidzed Indian Tribes who resided on or near die 
Noifhem Qwgfeiiiie Reseivalion during tfie one-ytar period preceding fli^ appliCatiiMi fo 
employment flbdiana") and to nan-Indians who resided w flw Reservation, in die ofT-
Rescrvation pommunities of Ashland or Btmey, or in Powder River County daring dw one-year 
period preceding fheir i^licaiion. for employiiient C*Odier Local ReatientiOt to die extern such 
bdians and Qdwr Local Reddeata are qualified and availaUe^ and reside no m « e than SO load 
mfles fiom die Opentiinis. The fiqibymeot Program shall address recruitment, trainin|^ fairing, 
promotion, reductions in workforiie and tennination for eamb, in all categOfiiBa of emptoyment, 
and aball include: 

Programs for recruibnem of Indians and Odier Local Residents, 

b. 

siqicrvisoiy positions. 

Piognnu for ttaiiiiiig Indians and Other Local Readents,. inchiding entry-
level training, on-the-job training, and training for advAcemeu into 
mnerviamv imritiaiis. 

c. Preservation of the project operator's audiority to establish reasonable, 
even-handed and job-validated traoiing progranis, employment criteria, 
and work rales for all png'eet employeea inchidmg InQans and Other 
Local Reridents. 

B-1 
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d. Woilcafaopa for othtt prtgeet workforce to flevelop an awaveneaaof 

relevant, linlian cnltueaiid-concems and an understjuding ofthe need for 

aiid leiiuiretiientt i>f idie EtttploymeBt Ptbgnm. 

e, ArequbanentdurtcdiliBcioni 
assume and ooiiq[ij|y':ivjdii^ tenia and conditions of the .Employmint 
PfcOfram reasonably Jidaptajbl»to diiair own employment practicea.-

£ Noti&ation to any involved labor union of die existence ofthe 
Bnqploynieiit ^ g p a m and the project qienaor's duty and failent to abide 
by^ its teittia, and aecommodatioa o t tbb 'Eaoptayvaeat Program in any 
unioo collective barguning agpieonent covoing Opentiois. 

g. Enqiloyment by die project operator of a FaeUitaior, who shall be a 
qualified and available eoMlled Jnemi>er of die Tribe approved by die 
Morthem Cheyenne Tribal Council and aceqitahle to die praject opetutori 
ydiose principal and prnuary dtttiies shall b e to: (a) serve as liaison 
between die pmgect operator and tbe Tribe widi r e j ec t to die 
Enqiloyment Program and die Ccmtiacting Program eslablidied under 
section 2 below; (b) assist in focilitafing the auceesafol hnplementation of 
die Employment Rnogrsin and Contracting Program; aiid (c) assist In 
resolving any pnrtilems which may arise in implementing die Employment 
Program, or Conlractirig Pivgtan). 

h. A board of Administfatots^ consisting of equal numbers of Administrators 
s^arately designated, by die Tribe and dw project diierator, wliidi shall 
monitor cjompliafice widi and serve aa a forum to 4liscuss and resolve by 
agresemem any diqnites regarding die interpretation or Implementatio'n Of 
tbe EmpkQtment Pragram or (he Conmctiiig Program. 

2. COBtracUng PragnnL A written ContractiiigPn^gramderigned to povide 
meaningfol and aubstantial qppoituni^, widiout pceforeacea or quotas, to qualified and available 
busineasea mqority-owtaed and oonsblled by dw Nordwm Cheyenne Tribe or ita members 
CTiibal Conir!Bctofti*0, to obtain eonttacts and suboomraeift for services or goods in dw ccmduci 
ofOparationaatoon^petitiyeprica. The OoattactitiigPWgtam shall include: 
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a. . A certification procedure under wUch a burineas eqtiQf qiplying for dw 
status of Tribal Contractor must sec3c certification fiom the Administrators 
hi iheiidlowing two rospBcta: 

i. as mijority-oMwd and contrbOed by the Tribe or Tribal MenibeEs; 
-and 

iL aa cqMble of Gompeleritty providing paiticabr kinds of contract 

Mirvkeaior gooda. 

b. Nditiee to cettified Tribal Conbacton; of Operations contracts and 
siibcantnicts to be a w a r M fiv which they are qualified. 

c A requrement diet prcgect oontntctors and subcontracfora involved m 
Opetstiona assume and tonqily with all terms and conditions of the 
Cqnbiacting Program peasomd>ly adaptable to didr own project contracting 
activities. 

3. On-Reaervatlon Conduct A written On-Reservalion Conduct Frogram 
designed to encourage enqiloyeea and tnidcers invohred in Operations, wMIe on dw Nordien 
Cheyenne Resenratioo, to compty widi all relevant standards of conduct generally tpplieable to 
Nordiem Cheyame Tribal meinbers on dw Reservation. 

4. Eav t roama ta l Monitoring. To dw extent not uidependendy required by 
qiplieable fiedend or State environmental law or ragnlations, a written Bmarohmental 
Mtmitorhig Prograin for atate-of-lhe-att monitarnig of air quality, visibility, water quality and 
biologjcal resourcea on dw Northem Cbeyemw Reservation which msy be affected adversdy by 
Operations, inchiding: 

a. Baseline monitoring for at least one year befoKe dte mitiation of any 

surfiwe disturbnig Operations. 

b. Ongoing monitoring dwreafier duougfumt dw oinduct of Operations, and 
diereafier until dw completion of all- required reclamation on dw' lands On 
which Operations w e n conducted and dw release of all related 
reehiniation bonds by regulatory ageneiies. 

8 - 3 • 
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c. Training and employment of qualified and available Indians to assume 
reaponsibili^, to dw fidleat extent feaaibleb fin dw qwration of tbe 
monitoring programs on di^ Reservation, 

d. In addffiSon; fidl compliance t ^ flw progect operator widi all applicable 
federal and Stale eovinmrnental lews ioid iBgtibltiona. 

5. Cta l t tn l Resonrees. To .dw extoit not indqwodendy ieqoiied 1^ 
applicdile federd or Stale hny or regulations, a written CuUaral Resouices Progrim d e s i g n 
avoid disHubanee or damage to Nordiem Cbeyome historic, cutdind, r e f i ^us and burial aites or 
items, incluifing planis having cultural or religious significance* in dw conduct of Operations. 

a. A program carried out in tonsultation with the Tribe, to idenlify, record, 
and protect, in accordance widi Nbrdwm Cheyanw standanis and 
protections, all Nordiem Ch^enne tdstoric, Cidtural, religious and burial 
ates on die lands covered by dw Lease. 

b. Re-burial, in consultation with dw Tribe and. in accordance widi all 
Noidiem Cheyenne standards, of all Northern Cheyenne human remains 
and fiuwrary dijects jeopardized or disturbed by Operations. 

c. In additimi, fiill compliance by the project epaaSm widi all .qiplieable 
federal and State laws and regutetions diat protect Nordiem Oieyenne 
histtMic, cuhural and reUgioUs interests and vahifes implicated by 
Operations. 
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DESCRIPTION OF TRACTS OFFERED 
ALL TRACTS ARE LOCATED IN POWDER RIVER COUNTY 

The Departnient is offering the'following fourteen state land parcels as a package, although separate leases will be 
issued for each tract. Recoverable coal reserves for the fourteen state bhd parcels is estimated to total S72.3 million 
tons. Yoiir bid will be a total'amount oflered over and above the first year annual rentals as an up-front, one-time 
only, bonus.payment ' • • ' ' . 

1. Township 3 South, Range 45 East, Section 26: All - containing 640.00 acres,, more or less; 

2. Township 3 South. Range 4S East, Section 34: All - containing 640.00 acres, more or less; 

3. Township 3 South, Range 43 East, Section 36: All - containing 640.00 acres, moie or less; 

4. Township 4 South, Range 43 East, Section 2: Lots 1,2,3,4, S2N2, S2 - containing 637.48 acres, more or less; 

5. Township 4 South, Range 43 East, Section 6: Lots 6-17 (inclusive), SE4 - containing 623.71 acres, more or 
less; 

6. Township 4 South, Range 43 East, Section 8: Lots 1 - 8 (inchisive), E2 - containing 389.30 acres, more or less; 

7. Township 4 South, Range 43 East, Section 10: E2W2, E2 - containing 480.00 acres, more or less; 

8. Township 4'South, Range 43 East, Section 12: All - containing 640.00 acres, more or less; 

9. Township 4 South, Range 43 East, Section 14: Lots I - 8 (inclusive), W2 - containing 330.39 acres, more or 
less; 

10. Township 4 South, Range 43 East, Section 18: All - containing 640.00 acres, more or less; 

11. Township 4 South, Range 43 East, Section 20: Lots 1,2,3,4, E2, E2W2 - containing 387.40 acres, more or 
less; 

12. Township 4 South, Range 43 East, Section 22: W2W2, E2SW4, N2NE4, SE4NE4 - containing 360 acres, 
more or less; 

13. Township4 South, Range43 East, Section 24: Lots I - 8 (inclusive), W2E2, E2W2-containing 593.34acres, 
more or less; 

14. Township 4 South, Range 43 East, Section 26: All - containing 640.00 acres, more or less. 
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FinEPROOF 
RLE 

Coal Mining Lease 

THIS COAL MINING LEASE (die "Lease") doted as of the / ? day of 
J I / A U A M B ^ . 20(J9 (die "Leose Date"), by and between Great Nordiem Properties Limited 
Partnership, a Delaware limited partnership, widi an address at 601 Jefferson, Suite 3600, 
Houston, TX 77002 (hereinafter "Lessor") and Ark Land Company, a Delaware coiporation, 
widi on address at One CityPloce Drive. Suite 300, St. Louis, Missouri 63005 (hereinafter 
"Lessee") (each a 'Tarty" and sometimes heremafter referred to as die "Parties"). 

WITNESSETH: 

WHEREAS. Lessor owns and controls certain cool and surface properties located within 
a certain area in Powder River County, Montana outiined on die map attached hereto and made a 
part hereof as Exhibit A (die "Otter Creek Tracts Area"); 

WHEREAS, Lessor owns and controls the coal and surfece properties widiin dw Otter 
Creek Tracts Area more particularly described on attached Exhibit B (the coal and surface 
properties so described, togedwr, the "Leased Premises," and die surface properties so 
desuibed;-separately. die "GNP Surface") aiid IIIUIB pmit:ularly ideiitiTied uii tlie map aiiadied 
hoeto OS Exhibit C. 

WHEREAS. Lessor desires to lease to Lessee, and Lessee desires to lease fiom Lessor, 
all of dw Leased Premises pursuant to and in accordance widi the terms and conditions of diis 
Lease. 

NOW, THEREFORE, for and in consideration ofdie premises, dw munial promises 
contained herein and odier good and valuable consideration, die receipt and sufficiency of whicb 
is hereby acknowledged, and intending to be legally bound, Lessor and Lessee hereby agree as 
follows: 

SECTION 1. LEASE FOR COAL MINING PURPOSES. 

In consideration ofdie terms, conditions, ond stipulations set fordi to be perfonned and 
observed by Lesste, Lessor, acting on its own behalf, and with the intention of exercising any 
right, qrtion or power held by it relating to the Leased Premises, does hereby demise, lease and 
let to Lessee, all of its right, titie and interest in and to dw Leased Premises, mcludmg, widiout 
limitation, all of its right, thie and interest in and to die coal in, on and under die Leased 
Premises, fbr dw purpose and with die exclusive righl of exploring for. developmg. delineoting, 
mining, processing, transporting and marketing such coal (including without limitation all 
substances commingled or produced in association widi coal, except and to die extent diat such 
of those substances as have been previously reserved by or granted to others). All rights, titles 
and interests in and to the coal or surface properties located widiin die Otter Creek Tracts Area 
now owned or hereafter acquired by Lessor shall be deemed included in die Leased Premises and 
such surfiice properties included m die GNP Surface. 

Subject to dw limitations set forth in diis Lease on the mediods of minmg. includuig 
diose set ftuth in Section 6, and to die extent necessary, convenient or useful m die mining, 
excovatuig. processuig. transporting and marketing any ofdie coal contained in. on or under die 
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Leased PrBmises. Lessor hereby grants to Lessee the ri^^t to mine, remove, transport, process 
and market die coal, and all odwr substances commingled or produced in association drierewith 
(except and to the extent that such of those substances as have been previously reserved by or 
granted to odiers), in, on, or under die Leased Premises by deqi, strip, surface mining, highwall 
mioing arid any dther iiiedliod of inituiig now or hereafter devdoped (except dutLjBSsee shall not 
miiw any coal by the auger mediod), togedier widi any and all iwcessary or convenient mining 
rights, easements auod privileges with respect theretp which are owned or controlled by Lessor, 
iiwludmg, but not limited to, the fiee and uointertupted right to (i) disturb, leniove and utilize so 
much ofdw GNP Surface as is necessary, useful or convenient for Lessee's operations; Gi)use 
sand, water, and gravel on die Leased Premises; Oii) divert water courses; (iv) construct and 
operate in and under dw Leased Premises tramways, roadways, haulways. water dramage 
courses, coal shuiy pipelines, silt ponds, dams, sidetracks, switches, substations, buildings, 
processing plants, tipples, and any odwr improvements or structure^necessary or conveniem for 
dw miniiig, storing, processing, and shipping of cool on and finm dw Leased Premises or any 
other properties; (v) haul, widiout charge, rent, or royalty, men, siqiplies, materials, and coal, 
inchiding coal mined fiom Odier Lands (as hereinafter defined), over, across, under, and duou^ 
the Leased Premises; (vi) deposit on the GNP Surfiace any and all slate, coal refiise, water, 
overburden and other materials resulting fiom or produced in connection wldi dw mining or 
processing of the coal on the Leased Premises or Odwr Londs (as herdnafier defined); arui 
(vii) make such odier use of dw Leased Frenuses as shall be convenient for mine permitting or 
for exploring for, developing, ddineating. mining, transporting, storage, processing, maiketing 
or disposmg of said coal, coal refuse, and byproducts fiom dw Leased Premises and Odwr Lands 
(as heremafter defined), all widiout any liability for damages tb die surface, other strata, timber 
or odwr mineral dqiosits (excqit as expressly provided herein). In connection with the exerdse 
of the finegoing rights, interests and estates, to dw extent they are owned or contrdled by 
Lessor, Lessor hereby permanendy and irrevocably wdves (i) any ri^t it mlg^t have to 
subjacent or laterd support of any strata or surface over, under or around dw Leased Premises, 
(ii) any prohibition of any kind against miiung widiin any specified minhnnm distance of any 
boundary liiw between die Leased Premises and any adjoining properties, and Qii) any 
prohibition of any kind against disturbing the Leased Premises or odierwise conducting mining 
operations within any specified minirnimi distance of any occupied dwelling or odier 
mqnovement of any kind on dw Leased Premises. Lessor shall execute documents evidencing 
all such waivers i:^on request by Lessee; provided, however diat die foregoing wdvers shall not 
rdeaseLessee firom liabiliQr for any damage caused to any occupied dwdlmgs by Lessee's 
operations. The waivers specified herein may be transferred by Lessee in connection with any 
pemutted transfer ofthis Lease and for such purposes shaU be deemed to tun with dw land. 
Lessor grants only such mining ri^its and privileges, as set fordi above in diis paragraph, as it 
owns, controls or possesses in connection with dw Leased Premises. 

SECTION 2. RESERVATIONS AND EXCEPTIONS. 

There are hereby eqiressly excqited fiom this Lease and reserved to Lessor the following 
rights and privileges in and respecting the Leased Premises: 

a. the ri^t to enter upon the Leased Premises, and to drill, bore, excavate, cut, 
remove, develop, store, and market (or to lease or license to odiers sdd rights), dl tunber and 
minerds odi« than coal; 
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b. the right to construct and operate rdlroads, roads, structures, and appliances 
which may be necessary for die removd or processing of sudi timber and minerds other dian 
cod, or to serve other pnqwities of dw Lessor; 

c. the right and privilege of leash^ to tenants the GNP Suifoce for the purposes 
of occupying, fanning and randiing dw GNP Sutfoce or of constractmg thereon such plants and 
appliances as may be needed for die removd or processing of timber and minerals odier dian 
coal or for any odier purpose; 

d. die right to grant and convey fiom tune to time to any dectric or odwr power, 
pipeline, gas, oU, mining, railroad or other company, so imidi of die Leased Premises as may be 
required by such company or companies fior li^ts-of-way; and 

e. d l odwr rights, privileges, estates and interests not specificdiy granted, 
demised, leased or let to dw Lessee under this Lease. 

Provided, however, diat dw rights and privileges hereby in this Section 2 excepted and 
reserved shall be subject and subservient to Lrasee's rights under diis Lease and exercised by 
Lessor in sudi manner as to not interfiere with, encumber or render more cosfly or difficult the 
exercise of Lessee's rights hoeunder. The intention of die Parties is diat dw devdopment and 
minitig of cod shdl be dw primary and dominant use of dw Leased Premises and dl other uses 
shall yield diereto. Shodd dw exercise by Lessor of dw rights and privileges provided for in fhis 
Section 2 be deemed by Lessee, m the exercise of its reasonable discretion, to interfere widi, 
encumber or make more costly the exerdse of Lessee's rights hereunder. Lessee may provide 
notice to Lessor and Lessor shdl immediately undertake commerdally reasonable efforts to 
remove sudi intoference or encumbrance. 

SECTION 3. TERM. 

3.1 Primary Term. Ibe initid term of diis Lease shdl be for a period of 10 years from 
the Lease Dale (dw "Primary Term"). If , at the end of the Primary Term, coal is being 
commercially produced on a contmuous bads (as described bebw) from any part of dw Leased 
Premises or from Odier Lands (as hereinafter defined), dien the term of diis Lease shdl be 
automatically extended and shsjl continue for so long diereafter as such cod is being 
commetddly produced on a continuous basis. For the purposes of diis Lease, cod shdl be 
deemed to be produced on a contmuous basis fiom the Leased Premises or Odier Lands (as 
hereinafter defined) unless and until a period of six (6) mondis elapses during whidi there is no 
commerdd production of cod fiom the Leased Premises or Odier Lands. 

3.2 Extension. If, at the end of the Prinury Term, coal is not bdng commetddly 
produced on a continuous basis from any part ofthe Leased Premises or fiom Odwr Lands but 
the Lessee is taking Conunercidly Reasonable Steps (as defined bdow) toward die devdopment 
of cod fiom the Leased Premises or fiom Odier Lands, then iu> later dian 90 days prior to dw 
end of the Primary Term, Lessee shdl have the right (exodsable at its option by written notice 
to Lessor) to extend die Primary Term for one (1) adtUtiond period of two (2) years (die two (2) 
year period, dw "Extension") tmder the same teims and conditions provided herein by paymg 
Lessor an extension fee o f | f l m H ^ S u c h extensioa fee shall be pdd at die time Lessee 
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exodses its option to extend the Primary term and shall be non-refondable and non-recoupable 
against the Advance Mmimum Roydty paymaits or dw Base Roydty payments to be pdd under 
this Lease as provided bdow. 

If, at Ifae end of die Exteosion, cod is bemg commercially produced on a contmuous basis 
(as described above) fiom any part of die Leased Ftemises or fiom Odwr Lands (as heremafter 
definedX then dw term bf diis Lease shall be automatically extended arid shdl contmue for so 
long dwreafter as cod continues to be conmwrdally produced on a contirmous basiis (as 
described above). 

"Other Lands" diall mean all lands in die Oder Credc Ttacts Area odier dian diie Leased 
Premises. "GommerdaUy Reasonable Steps" shdl mean those practices, mediods, procedures 
and activities diat would reasonably be expected of a prudent operator se^mg to develop cod of 
a scde shnilar to ifae Leased Premises and located m die westem United States m die exercise of 
leasonable judgment in l i ^ of facts and circumstances then known and in a maimer consistent 
widi applicable law, safety and environmentd protection indudmg, widiout limitation, engagmg 
in any and dl state and/or federd pennitting processes for die regulatory audiorization to so 
devdop the cod on the Leased Premises. Notwidistanding die foregomg, in dw event the lengdi 
of the primary term of any of die State of Montaua Leases (as defined in die next sentence) is 
longer than ten (10) years, the lengdi of die Primary Term of die Lease shall be automatically 
extended to match the lengdi of dw longest primary term of any of the applicdile State of 
Montana Leases. "State of Montana Leases" shall mean one (1) or more cod leases issued by 
the State of Montana covering die State of Montana's cod lymg in, on and under dw OOa Creek 
Tracts Area. 

In the event dl the merchantable and mineable cod (as heremafter defined) underiying 
the Leased Premises shall have been mined and removed from the Leased Premises pursuant to 
dw provisions of diis Lease, then this Lease shall cease and tenninate upon the date when all 
such cod shdl have been mined and removed, except for tbe performance of obligations or dw 
satisfaction of liabilities to Lessor or diiid parties or respecting the Leased Premised that have 
accrued upon or prior to the termination and excqit for those obligations under this Lease wbidi 
are stated to survive termination or whidi requke performance after termination. The term 
"merdiantable and mineable cod" as used m diis Lease shdl mean cod m, on and under the 
Leased Premises, whidi when readied in die prosecution of Lessee's operation hereuniia, can be 
mined at a reasonable profit in die dien prevailmg cod maricets by die use of madunery and 
methods whldi at dw time sre modem and effident 

3.3 Condemnation. In the event the Leased Premises, or any portion or part diereof. or 
any easement on or interest m all or part of dw GNP Surfece shall be taken, damaged, or injured 
by the exercise of the ri^t of condemnation or eminent domain, or any odwr legd proceedings 
or acts by federd, state, county, municipd, or odier govemmentd. public, or quasi public 
authority, or by any coipoiarion, person, or persons havmg lawful power and audiority to 
exercise dw rig^t of condemnation, eminent domam or other legd proceedis^ (eadi, a 
"Condemnation Proceeding"), diea* 

a. Lessor will take the lead m directing the defense of the Conilemnation 
I^oceedsig in consultation with Lessee, provided Lessor shall not be required to contbue die 
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defense of die Condemnation Proceedmg if Lessor reasonably determines diat it would not be 
pmdent to do so; aid provided furdier diat if Lessee so determines not to contmue the defense of 
the Condemnation Proceeding, then Lessor shall notify Lessee m writing and Lessee may dect to 
take the lead in directing the defense of die Condemnation Proceedmg in consdtation widi 
Lessor; 

b. The costs ofdw defense of die Condemnation Proceeding shall be shared by 
the Lessor and Lessee m proportion to the vdue of their respective economic inteiest m dw 
portion of the Leased Premises that is dw subjed of the Condemnation Proceeding; 

c. If the defeiise of the Condemnation Proceeding is not successful, dien diis 
Lease diall teimmate as to the portion of the Leased Premises that is dw subject of the 
Condemnation Proceedmg upon notice fiom one Party to dw odwr Patty, provided diat if die 
portion of the Leased Premises taken m dw Condemnation Proceeding renders dw bdance of die 
Leased Premises not to be capable of bdng further devdoped aid mined on a conunetddly 
viable basis as reasonably determined by die Lessee, dien upon notice fiom Lessee to the Lessor, 
dUs Lease shall terminate as to the entire Leased Preinises; 

d. Any fiiud award resdting from a Condemnation Proceedmg shall be: (i) first 
used to reunburse the documented costs of dw Lessee and dw Lessor m connection widi dw 
Condenmation Proceedmg; aid (ii) the bdance shall be divided between die Lessor and dw 
Lessee m proportion to die vdue of thdr respective economic interest in die portion of die 
Leased nsmises that is the subject of die Coidemnation Proceeding, except diat if this Lease is 
terminated as to the entire Leased Premises as provided m paragraph c die balance shdl be 
divided between die Lessor and the Lessee m proportion to die vdue of dieir respective 
economic interest m tbe entire Leased Premises; 

e. If diere is a paitid tennination of diis Lease as provided in paragraph c, 
Lessor shall have no obligation to refund any payments Lessee has made to Lessor, and dw 
foture payment obligations of the Lessee unda Section 4 shall not be reduced; provided, 
however, shodd such partid termination tender the amount of cod remaining under this Lease 
insuffident to fdly recoup any existmg or foture Unreindnirsed AMR Payments, Lessee shall be 
relieved fiom paying any fuither Base Roydty or Advance Minimum Roydty from and after 
sudi partid termination, if there is a termination'of the Lease as to the entire Leased Preimses as 
provided ui patagtaph c., Lessot shall have no obligation to refund any payments Lessee has 
made to Lessor, but the future payment obligations of the Lessee under Section 4 shall teiminate; 

.and 

f. Any disagreement between dw Patties conceming any term of this Section 3.3 
sbaQ be determined by arbitration m accordance widi Section 10. 

SECnON4. EXECUTION BONUS AND ROYALTIES. 

4.1 Execution Bonus., 
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4.2 Basie Roydty. Lessee, shall pay to Lessor, during dw term ofthis Lease, a totmage 
roydty for dw cod mined or odierwise produced ard sold fiom dw Leased Ptenuses during eadi 
cdewlar month ofdie teim ofthis Lease, to be pdd by Lessee on or before die 20th day ofdie 
month followmg the mondi during which dw cod is mined or odierwise produced and sold fiom 
the Leased Piemises as follows: 

A base royalty ("Base Royalty") b f ^ H ^ f the cod sales 
price ("Coal Sales Price.") The "Coal Sales Price" shall 
mean the total consideration received or charged by the 
Lessee in a bona fide arms-length sde of coal, F.O.B. mine, 
mined from the Leased.Premises and determined in a manner 
consistent with the laws and regulations applicable to the 
determination of value for federdiy leased coal. 

ff the Lessee shall produce and not sell cod produced fiom die Leased Premises to an 
indqwndent diird party in an aims-lengdi transaction, but rather, shall use or consume sudi cod 
itself, sell such cod to an Affiliate (as defined bdow m this paragrqih). or sell sudi cod m odwr 
than an arms-length transaction, then the Cod Sdes Price used to detenniiw the Base Roydty oo 
such cod shall be determined by a mechanism mutually agreeable to the Paities or in die absence 
of mutnd agreement, by aibitration as provided m Section 10, m either case designed to produce 
a Cod Sdes Price equd to the cod sdes price then bdng paid and recdved for cod of like rank, 
grade, quality and quantity then bemg mined and sold under similar conditions fiom cod mines 
located in the Powder River Basm of southeastern Montana and nordieastem Wyoming m a 
manner consistent with the laws and regulations applicable to die determuiation of vdue ftir 
federally leased cod in sunilar situations. A constructed cod sdes price shdl not be changed 
more often than oiice each Lease Year. For puiposes of diis Lease (other dian Section 8), 
'*AfBllattf' shdl mean any person, poitaetship, jomt venture, coiporation, limited liability 
company or other fonn of enteiprise that directiy as indirectiy controls, is controlled by, is under 
the common control widi Lessee or Lessor, as the case may be, and for this purpose "control" 
(and its derivatives) means possession, directiy or indirectiy, of dw power to cause the direction 
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of the management and policies dirough ownership or voting securities, contract, stamte or 
odiermse. 

The tenn "coal** as used in diis Lease shall mclude dl ranks of cod fiom lignite duough 
anduadte, as wdl as any low-cod content merchantable product diat is sometimes sold aid 
shipped under various tnde names iniiludbig, but not limited to, bone, cod, fud and middlii^. 
The term "ton" as used m dus Lease shall mean a short ton of 2,000 pounds. 

4.3 Weights. Lessee shall fiodsh to Lessor on or before dw 20di day ofeach calendar 
month dw railroad and trudc scde weights showing die quantity of cod shipped finm dw Leased 
Premises and wdghts of cod, if any, odierwise produced or consumed on the Leased Premises or 
at die preparation plant or tipple during dw preceding cdendar month. Lessee shall keqi 
accurate and coirect books of account showmg all cod mined or odierwise produced and sold, 
and all cod consumed or disposed of on. transported, or shipped fiom die Leased Premises or . 
dseudiere, together widi the conect wdghts and gross selling price diereof, to which bodes aid 
records Lessor shdl at all reasonable tones have access for verification of statements to be 
furnished by Lessee. 

Lessot, for like puiposes, may request of any railroad company, tiuddng conqiany or 
odier agents tianspoitmg the products of dw Leased Ptenuses, to uispect its books and records, 
showmg the wdgfat and quantity of such products and peitment uifbimation in rdation diereto. 
Lessee shall reasonably cooperate widi Lessor m retpiestmg sdd cairiers and odier agents to 
show Lessor, or its agents, d l such books and records and to ftnnish all such mfbimation when 
requested In addition, Lessee shall make commercially reasonable efforts to provide ui any 
contract it may have with any railroad company, trudcing ccnnpany or other agent transportmg 
the products of die Leased Premises, the inspection rights for the benefit of the Lessor as 
provided m diis paragraph. 

4.4 fTnmminpllĵ jy- IQ die cveot it shdl be necessary m mmmg cod fiom die Leased 
Premises to load the same over a tipple ot tipples ovet whidi othet cod is loaded, dietdiy mixmg 
the cod fiom die Leased Premises with odier coal. Lessee shall keqi a strict account of the 
tonnage of cod fiom the Leased Premises as well as a strict account of the tonnage of other cod 
bemg loaded over the sanw tipple or tipples. The method of detetminmg diese tespective 
tonnages shall be iqiproved m writing by dw engineet of Lessor before other cod may be mixed 
with cod fiom the Leased Premises, provided sudi approvd shall not be unreasonably widihdd 
or ddayed. 

4.5 Advance Mioitmim Royalty, 
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4.7 Payments. All payments due to dw Lessor puisuam to this Lease shall be pdd to 
Great Northern Properties Limited Partnership, 13044 Collections Center Drive, Chicago, 
Illinois 60693, or such other places or in sudi odwr manner as Lessor may fiom time to time 
designate m writing. 

4.8 Lesser hiterest. tf Lessor owns or controls an mterest in dw cod underlying any tract 
of the Leased Premises which is less dian dw entire fee simpIJe mteiest m dw cod undetl^g 
sudi ttact, whedier or not diis Lease purpoits to cover the whole or a fiactiond hiterest, the 
Execution Bonus, the Advance Mminmm Roydty payments and die Base Roydty payments 
provided for m dus Lease shall be paid to Lessor ody m dw proportion diat Lessot*s mterest in 
the cod undeilymg sudi tract bears, to die oitire fee simple mteiest m the cod uidetlying sut^ 
tract. Any roydty interest or other burden on production to >diidi Lessor's mterest is subject 
shall be deducted from the Base Roydty payments odwiwise payable to Lessor. Sunilarly, if 
Lessor owns or controls the GNP Suiface coviered by diis Lease whidi is less dian the entire fee 
sinqile mteiest dieiein, whethet ot not dus Lease puipotts to cover the whole ot a fiactiond 
mteiest, Suifece Stand-By Damage Payments (as latet defined), and Surface Danuge Payments 
(as latet defined) provided fot herein shall be pdd to Lessor only in the proportion tiiat Lessor's 
mterest m sudi GNP Surface beais to the entire fee simple iiiterest in such b a d 

4.9 Boqks and Records. Complete bodes and records shall be kept by Lessee. Lessor 
shaU have die full right of inspection and to audit, at its sole risk, cost aid expense, of Lessee's 
bodes and records, dther directiy or by an accountant of Lessor's choosmg, and ftdl right of 
mspection of mming maps, wdghmg equipment and of dw Leased Premises during leascxiable 
business hours and after reasonable prior notice to Lessee, provided, however, did such physicd 
inspections shall be coiducted in a manner whidi shall not unreasonably hinder or internist dw 
mining operations of Lessee and shall be limited to verif ymg the quantity and quality of cod 
mined and sdd or odierwise consumed fiom die Leased Premises and the Cod Sdes Price for 
such cod. tf Lessor discovers a discrqnncy betweeri the amount of a Base Roydty payment 
repotted and die amount of a Base Roydty payment that shodd have been rqiotted, Lessor shall 
promptiy notify Lessee of the percdved discrepancy in writmg, togedier widi a detailed 
description of sudi asserted discrepancy. At the request of eidier party, any such discrepancy 
perceived by Lessor shall be the subject of a prompt meeting, by phone ot m person, between 
Lessor and Lessee at which meetmg the Parties shall discuss dw purported disoqiancy and 
attempt in good ftuth to resolve any dispute conoetiung i t ff it is ultunatdy deteimuied that a 
Base Roydty payment was undeipdd or overpaid, dw next payment or payments, as necessary. 
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of Base Roydty payments shall be increased or reduced to cwred sudi underpayment or 
overpayment 

SECTIONS. TAXES,INDEMNITY,INSURANCE. 

5.1 Taxes. Lessor will, k die first instance, pay dl the taxes, levies and assessments on 
or hi respect of Lessor's owneiship ofdie Leased Premises, and during the continuance of diis 
Lease, Lessee shall pay to Lessor the full amount of such taxes, levies, and assessments, 
beghmmg widi the pro tata share of diose taxes, levies and assessments covering the cdendar 
year in which die Lease Date occurs, promptiy upon recdpt of Lessor's statement therefor, such 
amounts to constimte and be treated as additiond rentd hereunder, provided that Lessee shall be 
requited to rdmburse Lessor for annud red property taxes and assessments applicable to dw 
GNP Suifece only aa provided m Secticm 6.5. To dw extent not duplicative of the taxes, levies 
and assessments referenced in dw preceding sentence, for whidi Lessee shall be respondble by 
way of rdmbuisement, Lessee shall pay all taxes, assessments and other govemmentd diarges, 
induding, but not limited to, all od vtdorem, property, excise, privilege, license, resource 
faxlBmiii^, net proceeds, gross proceeds and sevetance taxes, whidi may be levied ot assessed by 
a govemmentd authority fiom die Lease Date dirough the end of dw Period of Redamation 
Activity, as defined in Section 12, against and upon: dw Lessee's leasehold estate cieated by dw 
execution and delivery of this Lease; unprovements, machinery, equipment, tools or odwr 
persond property of Lessee installed or placed upon die Leased Piemises; coal produced from 
die Leased Premises; and all activities or operations conducted by Lessee or on Lessee's bdiaff 
on the Leased Ftemises, mcludmg, without limitmg dw generdi^ of dw foregoing, mining 
operations, dw production, extraction, severance or removd of cod, the processmg, deaning. 
Storing, use or sde of coal, or the tiansportation thereof on or away fiom die Leased Piemises. 
Lessee didl, at its option, dther pay on Lessor's behaff or rdmburse Lessor for any taxes whidi 
Lessor may be required to pay to dw State of Montana on roydty recdved, provided, however, 
diat nothing herem contained shall require Lessee to pay any part of any State or Federd taxes 
based on gross or net mcome unposed upon the Lessor, ff Lessee shdl dect to pay sudi taxes on 
Lessor's behaff. Lessee shall make tundy payment of the same without diowing a ddinquency 
to occiu and didl provide pronqit eviddice of Lessee's payment of sudi taxes to Lessor. For 
clarity. Lessor's pro rata share of any Montana Resource lodemmty Tax or of any other Montana 
tax on cod production nuy not be deducted fiom any roydties or other amounts due to Lessor 
under diis Lease. 

Lessee may at any tune during die continuance of diis Lease, at its own cost and expense, 
and after reasonable notice to Lessor of its mtention so to do, contest any of the taxes, levies, or 
assessments to be boine by Lessee as above provided. In dw evmt of any such contest. Lessee is 
authorized to proceed m the name of Lessor with respect to dw reversionary mterest of Lessor m 
die Leased Premises, but Lessee shdl indemniiy Lessor agamst any costs, pendties, expenses 
(includmg reasonable attomeys feesX br mterest diarges orismg out of such contest la no event 
shall Lessee peimit the Leased Premises or any portions diereof or titie thereto to he lost as a 
result of the nonpayment of any sudi taxes, levies or assessments and, if leipiested to do so by 
Lessor. Lessee shall provide a bond or other security as Lessor may reasonably request to assure 
agdnst Lessor's loss of the Leased Premises or any portion theieof or tide thereto as a resdt of 
Lessee's contesting any taxes, levies or assessments. 
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Lessee shall submit to Lessor, for its review, a copy of any annud cod appraisal rqiotts 
or returns prepaied pursuant to laws at regdotums in the Stete of Montana widi respect to 
Lessor's ownership prior to their filuig with any govemmentd agerwy. 

5.2 h'^gTI?'^ Lessee agrees dut it shall comply with all of dw terms and provisions of 
the blade lung laws (defined bdow) and will secure the payment of blade lung benefits (defmed 
bdow) as herdnafier provided. "Black lung laws" mean die Blai± Lung Benefits Act, Title IV 
ofdie Federd Mme Safety and Heddi Act of 1977,30 U.S.C. 901 d seq., and die faiternd 
Revenue Code, 26 U.S.C. 1 d seq., BUKJC Lung Benefits Reform Act of 1977 (PX. 95-239), 
BUide Lung Benefits Revenue Act of 1977 (P.L. 75-227), Blade Lung Benefits Revenue Act of 
1981 CP.L. 97-119), as now or hereafter amended, and all roles and regulations adopted puisuant 
thereto. '3Iack lung benefits" means any and all benefits payable puisuant to dw blade luiig 
laws. Lessee admowledges diat, as between itseff and Lessor, that Lessee is, and shall be 
deemed to be, the operator of any cod mhw or cod preparation facility or facility used for dw 
extraction, preparation or transpoitetion of cod ptoduced fixim dw Leased Pcemises and of all 
related activities, includhig, but not limited to. cod imne constmction ot maintenance, engaged 
in by Lessee puisuant to Ifae teims of diis Lease with tespect to any daun for blade lung benefits 
filed by or on account of any of its employees or fanner employees. Lessee shall secure and 
shall require any odwr person or entity who operates, controls, or supovises a cod nunc or cod 
prqwration facility cm the Leased Pr«nises or performs services of constmction. mamtenance, 
transportation, or other activities related to cod minmg or preparation under die terms of dus 
Lease, or who otherwise may be liable-for die payment of blade lung benefits, to secure die 
payment of such blade lung benefits to or on account of employees or fonner employees in 
accordance widi die blade lung laws and shall provide Lessor, upon request, with appropriate 
certification diat each of them has provided security m compliaiwe widi dl black lung laws fot 
the payment of such blade Iimg benefits. Without Ihnithig the generality of Lessee's bbligations 
to comply widi d l other provisions of dus Lease, Lessee agrees that it will secure and guarantee 
die payment of all black lung benefits required to be pdd under dw black hmg laws by reason of 
nuning. constmction, transportetion, and rdated activities under diis Lease, and Lessee does 
hereby agiee diat it will indenmify, defend and hold Lessor harmless finm all daims, liabili^ or 
expenses, induding reasonable attonwy fees and expenses, wbidi Lessor may suffer direcdy or 
induectiy, as a result of or with respect to any claim for blade lung benefits filed by or on 
account of any of Lessee's employees or former onployees, or employees or former employees 
of othera who may be required to secure die payment of blade lung bowfits as provided above. 

Notwithstaiding anything m diis Lease to the contrary, tills Lease does not empower 
Lessor to nuke any decisions and Lessor hereby expresdy wdves and disddms any rigiht to 
make any decisions with respect to the terms and conditions under whidi dw cod on the Leased 
Premises is produced, mmed. or sold, such as, but not lunited to, the manner of (Extraction or 
preparation or the amount of cod to be produced at any paiticdat time, dl withm dw meaning of 
the blade lung laws. The parties hereto do adcnowledge. however, diat Lessor has reserved 
certam rig^ and has unposed certam reqdrements under dw terms of this Lease soldy for die 
purpose of preventing waste and protecting die reserved riglits of Lessor. 

Lessee covenants and agrees to indemnify, defend and save haimless Lessor, its members 
and its aid their membera, partners (generd ard limited), shareholders, officers, directors, 
agents, erriployees, successors, AffiHates and assigns (collectivdy, uiduding die Lessor, ttw 
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"Lessor Parties") fiom and against (a) any and all clauns. liabilities, demands, actions or causes 
of Bctibn by ot on behaff of any person, firm, coiporation or govemmentd body for damages, 
injuries, deadis, pendties, fuies, assessments or otherwise caused by. arising out of. resuhing 
fiom or as a consequence of, m whole or m part, (i) any acta or omissions of Lessee, its officers, 
duectors, employees, sublessees, contractors, subcontractors, licensees, invitees, engnieers, 
agents, successois, assigns or parent or odier AfGliates or any other persons or entities acting by 
direct or ioidired authori^ of Lessee arising out of or rehited to dw ri^ts granted in tins Lease or 
(ii) dw use and eiijoyment of the Leased Premises puisuant to diis Lease and (b) any and all 
costs, at tom^* fees, expenses and liabilities mcuned in or about any sudi claim or action 
b r o u ^ thereon, all of which costs, attorneys' fees, oqpenses and liabilities shall be reunbursed 
to Lessor by Lessee immediatdy upon notification fiom Lessor to Lessee diat die same have 
been incurred 

Tlie term "Hazardous Materials" means pdroleum, asbestos, polycfalormated biphenyls, 
radioactive materids, radon gas or any diemicd. materid or substance defiiied as or mduded m 
the definition of'liaaitdous substances," "hazardous wastes," "hazardous mateiids," "extremdy 
hazardous waste," "ddeterious," "lestiided hazaidous waste" ot "toxic substances," ot wotds of 
dmilar iniport, under all Environmentd Laws (as hoemafter defined). The term 
"Environmental Laws" means all stetotes, onduiances, ordera, lules and regulations of all 
federal, stete or locd govemmentd agencies rdating to the use, generation, manufectuie, 
mstallation, handling, rdease, dischaige, storage or disposd of Hazardous Materids, mcluding. 
but not Unuted to, die Federd Water Pollution Act, as amended (33 U.S.C. § 1251 et seq.). dw 
Resource C^onservatun and Recovery Act. as aniended (42 U.S.C. § 6901 et seq.), dw 
Conqirefaensive Enviionmemd Response, Compensation and Liability Act of 1980, as ainended 
(42 U.S.C. § 9601 et. seq.). and dw Hazardous Materials Tmnspottation Act, as aniended (49 
U.S.C. § 1801 et seq.). Lessee shdl remove, remediate, dean up. remedy ahd/or lepait, as 
applicable, any soil or ground water contanunation resultmg fiom die release or disposd of any 
Hazardous Materids caused by Lessee or Lessee's contractors, sdicontractors, employees, 
agents, mvitees or odiers on die Leased Premises widi Lessee's authorization, m, on, under or 
about the Leased Premises as required by applicable Envuonmentd Laws, ff Lessee is in breach 
ofthis paragraph, or ff a rdease of a Hazardous Materid is caused or pemiitted by Lessee ot its 
conCcactocs, subcontractors, employees, agents, invitees ot odiets on the Leased Piemises with 
Lessee's audiorization diat resdts m contammation of the Leased Premises or any other 
properties, dien Lessee shall indemnify, defend, protect and hold dw Lessor Parties, harmless 
firom ard agauist any and all dahns, actions, suits, proceedmgs, losses, costs, damages, habilities 
(induding, without limitation, sums pdd in settiement of daims). defidendes. fines, pendties or 
expenses (mduding. without limitetion, reasonable attorneys' fees and consdtants' fiies, 
mvestigation snd laboratory fees, court costs and litigation expenses) which arise during or after 
die term of dus Lease as a result of such breadi or contamination. Ibis hidemmty shall indude, 
without limitation, and Lessee shall pay all costs and expenses relating to: (x) any claim, action, 
suit or proceedmg for persond uijuty (mdudmg sidmess, disease or death), property damage, 
nuisance, pollution, contamination, spill or other effect on the envuonment; (y) any 
investigation, momtoting. repair, dean-up, treatment or detoxification of dw Leased Premises; 
and (z) dw prqiaration and implementation of any dosure plan, remediation plan or odier 
required action m connection with the Leased Preinises, m each case of (x), (y) and (z). arising 
firom dw above-described actions of Lessee or its contractors, subcontractors, enqiloyees. agents, 
invitees or odwrs on die Leased Preimses with Lessee's authorization. All indemnification 

11 

51 



obligations of the Lessee under this Lease shdl survive the termmation of this Lease for dw 
period of the applicable statute of limitations or until find release of Lessee's environmeatd 
redamation bonds reqmred by any regulatory authotity. whidiever shall last occur. 

5.3 Insurance. Lessee shall at its sole cost and expense, procure and keep hi fiill fince 
and effect, pdides of commercid general lidiility msuiance covering bodily injury and propeity 

I widi respect to die Leased ftemises with a combined single Ihnit of not less dian 
.-occurraMe ftn bodily mjuiy and property damage and a generd pnlicy 

aggregate O ^ j ^ t t t m ^ " ^ insurance shall be written on an ISO occuirence form 
GL00Oi212O4 (or a substitote foim providhig equivdent coverage) and dw coverage shall 
uidnde but not be limited to dw followmg: Pnonises Operations; Explbsion, Collapse and 
Underground Propeity Damage; Underground Resources; Products and Convicted Operations; 
Blarikd Coobacbid (induding broad fioim contractud lidiility covetage hi support of dw 
mdemnifications of Lessot as provided m this Section 5, Paragraph B); Peisond hyury; Broad 
Form ftopeity Damage; Ihdqiendent Contractors; and sudden and acddentd polhition lidiility 
msurance. Such insurance shall be endoraed to hwlude a per location aggregate. Lessor, its 
members and its and thdr members, partners (geneid and limited, shardioldeis, ofiicera, 
directora. agents, employees, sucoessora, affiliates and assigns shdl be named as additional 
insureds. Sudi insurance shdl be written on an "occurrence" basis unless die policy is avdlable 
ody on a "claims made" basis, m which case sudi "claims made" msurance coverage shdl be 
maintained m effed for a period of at least five (5) yeara afta the tennination of diis Lease, or 
imtU find release of Lessee's enviromnental redamation bonds required by any regdatory 
audtority, whidiever shall last occur. This msurance will be primaiy to any otiier liability 
insurance coverage thd Lessor may have or did may be applicable for die benefit of Lessor. 

Lessee further covenants and agrees diat d l employees of Lessee and/or any and dl odwr 
persons performing work on die Leased Piemises puisuant to tiw rigjhts graded m dus Lease will 
be ftiUy covered by or msuted at all times by Statotory Wodeers' Compensation hisurance 
Coverage in compliance with dl aj^licable WoiicBra' Compensation laws, rules and regdations 
ofthe Stete of Montana. Sudi policy shdl be endorsed to mdude coverage under the Federal 
CodMuwHedthandSafe^Act Lessee shdl dso mamtamEmployeis liability bsuiance, 
covering d l liability arisirig as a result of bodily injury, accident, disease, ilhiess or deadi, 
sustained by an employee or contractOT^smeout of or m dw course of employment fpr die 
Lessee with a limit of not less t h a n ^ H H p e r acddent tai6f////l///jfpe[ employee for 
disease. 

Lessee further covenants and agrees to keep all buildings, plants, and improvements iipon 
die Leased Premises, as wdl as those on the adjacent premises, diat are comtcucted for die 
processing, treatment or loadmg for shipment of cod mined fiom the Leased Piemises or fiom 
Odwr Lands, uisured during the term of diis Lease by responsible msurance conqiames m an 
aggregate sum of not less than the foil replacement vdue witiiout deduction for depreciation 
designating Lessor and Lessee ss the loss payees as their mterest may ^pear provided that in 
case of any loss any sum recdved by Lessor on account of the insurance shall be expended, if 
required by Lessee, in rebuilding or repairing die inqnovenwnts destroyed or damaged, or m 
erecting upon die Leased Premises sudi odier inqnovements for use m Lessee's operations as 
Lessee and Lessor nwy agree upon. 
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Lessee further covenants and ^ras tomovide automobile liabihty insurance widi a 
combmed smgle limit of not less t h a i f l | | | | | m P p e i occuixeace ftir bodily mjury and propeny 
damage. Such policy shall be endors^to piovide coverage for owned, non-owned and hired 
vdiides utilized, by Lessee. 

. The Lessee may purchase excess or umbrella liability insurance policies to satisfy the 
limits of coverage for any of the msurance policies required herein. 

All insurance coverage required herdn shall be {daced widi financiaUy sound msurance 
cairiers and shall be provided during the term of diis Lease, during die Period of Redamation 
Activity pursuant to Section 12 and during dw period after tennination of tliis Lease as provided 
m the fiist paragraph of this Section 5.3. 

All insurance coverage other than Workers' Compensation diall name Lessot as an 
additiond insured. Lessee shall obtdn a wdver of subrogation in fevor of die Lessor under all 
msurance coverage described above, mdudmg Woriceis' Compensation. Before any actnnties 
are peifoimed on the Leased Premises under this Lease, Lessee agrees to provide the Lessor with 
certificates, of insurance reflecting the coverages and tenns required above. Lessee shall provide 
immediate notice in the event that any insurance required under this Lease is cancelled or subject 
to a materid change and, m addition. Lessee shdl use commerddly reasonable efforts to attempt 
to cause dl msurance reqmred by diis Lease to be endorsed to require the msurance company to 
give the Lessor at least thirty (30) days' prior written notice of any cancellation or materid 
diange. .The failure of the Lessot to denund such certificates ot othet evidence of fidi 
conqpUance with these insutance requirements or die failure of die Lessor to identify a deficiency 
from die evidence that is provided shall not be construed as a wdver of dw Lessee's obligations 
to maintahi such coverage. 

SECTION 6. METHOD OF OPERATION. 

6.1 Mjninff Lessco coveusnts and agrees diat wben it commences mining or operations 
under this Lease it will thereafter diligently prosecute its minmg and operations hereunder 
utihdng modem mining equipment suited for the prevailing mining conditions so as to devdop 
die cod herem leased m a commerddly reasonable manner and to conduct sudi operations in a 
carefol, skillfol, and workmanlike manner, and m compliance with dw-present and any future 
laws ofthe Stete of Montana and of the Uniied States, and dso according to die ides and 
practices of good minmg aid with due regard for die vdue of die Leased Premises as acod 
producmg property. 

- ^ <g-i \^i|H^iiTn Work Program. Lessee Avill commit to a woric program on die Leased 
Premises widi a mmimum expenditure d S B S B S f t e r Lease Year, for a period of five (5) 
years following die Lease Date and at l e a s ^ ^ ^ H H e r Lease Year diereafter. Within 120 days 
followmg die end of eadi Lease Year, the Eesseeshall provide Lessor an accounting of Work (as 
later defined) peiformed on the Leased Premises for such Lease Year. Any amount in excess bf 
the minimum expenditure amount is referred to as die "Excess Amounf * and any shoitftdl is 
referred to as dw "Shortfall Amounf"). Withm 120 days following the end of eadi Lease Year, 
dw Lessee shall pay to Lessor die amount, if any, equd to the Shortfall Amoimt for such Lease 
Year, less die sum of die Excess Amounts for aU prior Lease Years (to the extent sudi Excess 
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Amounts have not been previously applied against a Shortfdl Amount). For purposes of 
cdciilating dw iwniiw»»tn expenditure, the Lessee may ody mdude costs fiir woric directiy 
attributable to the Leased Premises. Woric to be perfonned on the Leased Premises may hwlude, 
widiout limitetion, environnientd baselme smdies, ei^loration drilling, uiitiation of permitting 
and dl permitting actions, acquisition of surface rights and access rights over or to die Leased 
Ptemises, titie curative actions, market studies, compiling nine economics, preparation of 
feasibility smdies and any odier works, study or verifiable third party expose required to 
commence operations fiir the mming of cod on the Leased Prentises (collectivdy. dw "Work"), 
hi the event any of die Work is conducted by Lessee's employees, die actud verifiable salaries, 
wages and peraond expenses of Lessee's employees eidier tonporarily or peimanentiy assigned 
to die devdopmoit ard operation of dw Leased Premises may be hwluded in dw minimum 
expenditure. Lessee shall not mclude any mtemd overhead of any nature m cdculatmg die 
ininirwiim expenditure, ff it is antidpated diat die Work conducted by Lessee's employees will 
exceed 50% of dw minimum expenditure, the Lessee will sedc Lessor's approvd for sudi 
amotmts over 50%. In addition, taxes and assessments Lessee pays shall not be hiduded m 
cdculating dw minimum expenditure. Subject to reasonable confidentiality, copies of all 
andyses, data and other information produced or compiled as a resdt of Lessee's work program 
on tbe Leased Preinises will be provided to Lessor widun 120 days after dw end of eadi Lease 
Year. 

6 3 Compliance with Laws. Lessee shdl be solely respondble for complynig widi dl 
present and future laws ard govemmentd regdations, mduding Environmental Laws and 
reguIatioiis,.impacting on br cbntroUing mining, reclamation and relded operations on dw 
Leased Premises, whidi responsibility shall survive tetmination of this Lease, ff, as a resdt of 
Lessee's operations hereunder, laws or govemmentd regdations are violated, or are ddmed to 
be violated, then Lessee shdl indemnify die Lessor Parties and hold diem harmless fiom any 
claims, liability, causes of action, pendties, fines, costs, aid expenses, mduding attorneys' fees 
and court costs, imposed upon ot mcuned by dw Lessor Parties as a resdt of sdd claim, action, 
vtolation or violations. 

Notwithstanding Lessee's obligation to comply widi dl laws, mles, regdations and 
orders as set forth above, Lessor shall not dedare a ddault hereunder soldy as a resdt of one (1) 
or more operationd violations which Lessee cures or abdes as promptiy as practicd. Lessee 
shdl be soldy responsible for treatment ofany water disiAarge caused by its operations, if 
requhed by present or foture law or regulation, which responsibility shall survive tennmation of 
diis Lease. 

6.4 PemutSi Mmy, Plans. MhunH ̂ Pff"**̂ *̂  riiitii'-* Lessee shall provide Lessor a peimit 
map as a matter of information, in AutoCAD formd or other digitd format accqitable to dw 
Parties for any cod seams being pennitted on die Leased Premises at dw tune of pennit 
submittd and d the time of any revisions and amendments theieof. 

Lessee admowledges that Lessor holds the Leased Ptemises fot the puipose of 
moxunizing die roydty revenue generated dierefiom and agrees that it will woric and mhw dw 
cod hi a carefol, skillful and workmanlike manner with due regard for sdd puipose and in 
accordance with general and deteil maps and plans of mhung and descriptions to be prepared by 
Lessee Cbeiemafier collectivdy called "Affine Flans") and will submit a copy of same to the 
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Lessor in a AutoCAD or other digitd fonnat accepteble to the Paities. Tbe Mine Plans shall take 
into condderation die entire area proposed to be devdopied by Lessee, and shall mdce suitdile 
provisions for dw reasonable and proper mnovd of dl the muwable and merchantable cod fiom 
the Leased Premises. No Mme Plan shall be proposed whidi. ff adopted, wodd render odierwise 
mineable and nwrchanteble cod uninhwdile or unnwrchantdile or substantiaUy morc diSicdt or 
expensive to mme. The Mhw Plans shaU be submitted to tiw Lessor at least tihhly (30) days prior 
to dw commencement of any operation on the Leased Premises, hi the event Lessot determines 
that the Mme Plans submitted by Lessee fiul to comply widi any of dw teims of this Lease. 
Lessor shall so notify Lessee, hi which event Lessee wiU modify die Mhw Plans to cmnply widi 
the tenns and conditions of this Lease. No materid diange m, modification of, ot departures 
fiom any Mhw Plans so qiproved shsU be made in die devdopment or operation ofdie mhw or 
mines exoqit pursuant to modified Mme Plans submitted by Lessee to Lessor for die puipose of 
aUowing Lessor to determme that sdd modification complies widi the terms of diis Lease. 
Should a dispute arise with respect to Lessor's and Lessee's duties, rights, and obligations as 
identified, hetdn, die dispute shaU be lefened to aibitration pursuant to and hi aecoidance with 
Section 10 of this Agreement. Lessor's ri^t to notify Lessee diat proposed Mme Plans feil to 
comply widi diis Lease is a right reserved soldy to protect Lessor's mterest m die Leased 
Premises and to prevent waste and is not mteoded to give and.shall not be construed to give 
Lessor any control over Lessee's operations. Lessor shdl have no audiority to deteinune die 
manner m which or die mediods by which any of Lessee's minmg qpv ations are to be 
conducted, dl of which shaU be soldy detenniiwd by Lessee, except to die extent the mediod of 
mining is Umited by other provisions ofthis Lease. 

During mining operations, the Lessee shaU employ a competent mining engmeer. ddy 
registered m dw State of Montana, who shdl perform such surface and imderground woric on the 
Leased Piemises as may be necessaty to esteblish boundary and underground control, and wiU 
keep at the mine up-to-date, dear, accurate and detailed maps or drawmgs of workings, whidi 
maps or drawings shaU be availdile for on-site inspection by Lessor at aU reasonable tunes, 
subject to reasonable prior notice to Lessee. The following documents shall be furnished 
annuaUy by the Lessee, no later dian one hundred and twenty (120) days after the o d of eadi 
Lease Year (subject to reasonable confidentiaUty restrictions): copies ot reproductions of such 
m^s and drawings related to die Leased Premises and Odier Lands, leasehold and suiface 
owneiship/control data, cuirent mhw plans and amendments diereto, copies of dl diiU hole 
records, induding logs of the holes and andysis d aay samples taken, copies of any geolo^cal, 
geophydcd, metaUuigicd and engmeering progress rqiorts, studies, assays and maps wbidi 
have been ptqiated by or fot the Lessee insofai as such tecotds pettafo to ot concem dw cod ot 
cod mine on die Leased Ptemises and Othet Lands. 

6.51?"! '̂•'̂ ^»^«ff''- Lessee shaU have die ri^t to use. occupy and distuib so much of 
the GNP Suifece as may be reasonably necessary, usefiil or convenient in catrying out dw 
puiposes ai this Lease. As consideration for grantmg this ri|^ Lessee shdl pay Lessor as 
surfece damage payments either a Surface Damage Stand-by Payment or a Surfece Damage 
Payment (each as defined hereui). Commeacuig on die Leaise Date and on each anmveisary 
thereafter as long as dug Lease is in fotce and effect. Lessee shdl pay to Lessor an amount equd 
to flHHHSlHP^^ ^ ^ Suiface acre (die *̂ urCBce Damage Stand-by ̂ yment,") 
with respect to GNP Suiface acres not then cunrentiy bemg used, occupied ot distuibed by 
Lessee, tf Lessee dects to use, occupy or distuib any portmn of dw GNP Surface, Lessee shaU 
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give Lessor one-hundred-eighty (180) days advance written notice (the "Advance Notice") 
identifying the portion of the GNJP Suiface Lessee intends to so use, occiqiy or disturb m its 
nuning opetations. The Advance Notice may bei given at any time and from time to thne widi 
respect to any portion of the GNP Surface. Lessee shaU, at die time it gives each Advance 
Notice, pay to Lessor an amount equd b ^ ^ B H H H H J l J P ^ ^ ^ Suiface acre (the 
"Surface Damage Payment") for eadi GNP Suifece acre described m th; Advance Notice. 
Such SuifBce Damage Payment shaU be pdd annually by Lessee to Lessot on or before each 
anniversary of the previous Suiface Damage Payment for each GNP Surface acre that Lessee has 
so dected to lise, occupy or distuib for so long as Lessee shaU use. occupy or distuib such acre. 
In addition, for so long as Lessee is paymg dw Suiftwe Damage Paymed widi respect to a GNP 
Surface acre. Lessee shdl reimburse Lessor for the annud red property taxes and assessments 
qiplicdile to die GNP Suifiwe acre. Except as provided m Section 12, Lessee's bbUgatibn to 
mdcB Suiface Damage Stand-by Payments and Suiface Damage Payments shaU end upoa 
teiminatibn of diis Lease. The Suifece Damage Payment shaU not be required and Lessee shaU 
not be obligated to mdce the Suifece Damage Payment or to ffve the Advance Notice hi 
connection with any explotation, prospecting, permittmg. testing, sutveying or odwr pie-nurw 
constmction activities or operations conducted by Lessee on the GNP Sm&ce. It is the mtent 
dwt die Suiface Damage Stand-by Payments and the Suifece Damage Payments made by Lessee 
to Lessor shaU constimte ftiU compensatton for aU damages aiismg finm the use, occupancy or 
disturbance of GNP Suiface; provided however, diat (i) the payment of any Suiface Darnage 
Stand-by Payment or Surface Damage Payment shdl not dunhrish or odierwise affect Lessee's 
obUgation to pay its obUgations undei the last paragraph of Section 5.2, and (u) m die evem 
Lessee's operations oo GNP Surface shdl cause damage to stmctures, fixtures, madiineiy, 
equipment, odier peraond property, crops or water resources located upon or under die GNP 
Suifece ("Damages"), siich Damages shaU be negotiated between dw Paities. tf die amoum of 
Damages cannot be agmed, the amount shdl be detennhwd by aibitration m aecoidance widi 
Section 10. In dw event Lessee pays Suifece Damage Payments ot Suifece Damage Stand-by 
Payments ortheh equivalent, to any other suifitce owner in dw Otter Credc'Tracts Area man 
amount greater than whd Lessor recdves under diis Lease, Lessee shdl unmedutdy moease 
dw amounts being pdd to Lessor to equd the highest amount bdng paid to ony odier surfece 
owner m the Otter Creek Tracts Area. 

6.6 Tunber. Anydiing contamed in this Lease to die contrary notwithstanding, the Lessee 
shaU give notice m writing to the Lessor at least six (6) mondis prior to the start of any 
operations authorized herem which wodd require or result in the displacement or removd of 
commerddly vduable trees or tunber on the GNP Surfece. The Lessor may, at its dection, 
remove such frees or timber. Lessor shsU con^lete any harvesting operations for trees or timber 
prior to start-lip operations by Lessee, ff Lessor does not remove such trees or timber widun 
sudi six (6) mondi period, any damage or destmction diereof shdl be deemed coveied by the 
Suifiwe Damage Payments described diove. 

6.7 Other Obligations of Lessor. Any roydty-Uke payment or other burdens or 
obligations based upon the production of coal or use of die Leased Premises for nuning 
operatuins to ^diidi the Leased Premises is subject shaU be die sole obligation of Lessor and 
Lessor shdl mdenmify, defeod and hold haimless Lessee from and agamst any claims or UabUity 
based on sudi a burden or obUgation. 
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6.8 Bypassed or Abandoiwd Cod, ff it is found and reported to Lessee in writing by an 
agent of Lessot did m the progress of dw woric any areas of mendianteble and muwable cod 
have been passed by or abandoned widi die resdt diat cod has not been mmed and removed, 
whidi m aecoidance with accepted oveiburdeu/ciod ratio criterion ot m accordance widi good 
mining practice shodd have been mined and removed, it shaU be die duty of Lessee, upon 
written demand and notice by Lessor, to retum ss soon as possible to sudi areas and mine and 
remove dw cod therefinm, or failing so to do, to account for dw cod contained dierem and pay a 
Base Roydty on suc^ passed by or abandoned cod hi die same manner aa provided in Section 4 
with the Cod Sales Price deteimined as ff the passed by or abandoned cod had been sold in 
odier than an aim's length transaction. Should a dispute arise with lesped to Lessot's and 
Lessee's duties, tights, and obUgations as idooified m diis Section 6.8, the dispute shdl be 
tefecred to aibitration puisuant to and m accordance widi Section 10 of this Lease. 

6.9 Records: fiispection of Pr^jpisps Upon request of Lessor, Lessee shaU make 
avaUable for Lessor's mspection and copying any and dl Lessee's correspondence widi 
government agencies or depaitmoits whidi peitdn to dw Leased Premises, or to operations 
undertaken or to be undertaken under diis Lease. 

Upon reasonable prior notice to Lessee, Lessor, duou^ its duly authorized agents. afaaU 
at aU reasonable times at its sole risk, cost and expense, and in accordance widi applicdile safety 
rules, regdations and policies have the right to enter.dw Leased Premises, mspect the same, and 
have sutveys made diereof to deteimuw ff aU die teims and conditions of diis Lease .are fdly 
complied with, and for these puiposes to use fiedy dw means of access to dw Leased Premises 
and dw wodchigs thereof without hindrance, but hi such manner as not unnecessarUy or 
unreasonably to mterfere widi die operation diereof. Lessor agrees to indemnify, ddiend and 
hold haimless Lessee fiom and against any daims ot liabUity arismg out of or resdting firom 
Lessor's exerdse of ri^its under diis paragraph. 

SECTION 7. REMEDIES OF LESSOR. 

Lessor shaU have aU of the rights and remedies, at law or m eqmty, granted by dw laws of 
die State of Nfontana to coUect aU amounts due to Lessor under diis Lease and to enforce dw 
odwr obligations of the Lessee under diis Lease. 

Lessee shaU be in defadt undeir diis Lease ff (i) Lessee fails to pay, on or before dw day 
sudi payment is due, any payment reqiured by dus Lease to be pdd and sudi faUure continues 
for fifteen (15) days after written notice to Lessee of sutdi faUure from Lessor, or (U) Lessee faUs 
to keep or perfonn any covenant or condition, odwr than the payment of money, reqmred to be 
kept or performed by Lessee under this Lease and the faUure contmues for sixty (60) days after 
written notice to Lessee dioeof is given by Lessor, provided diat Lessee shaU not be m deftnilt ff 
Lessee shaU commence in good faidi to lenwdy sdd fdlure widiin such way (60) day period and 
dieteafter diUgentiy pursues aU commerciaUy reasonable efforts to remedy dw ddadt as soon as 
is practicable. Upon defadt. Lessor may, at its option, tenninate diis Lease by notice to Lessee 
and re-enter upon and tdre possession ofthe Leased Premises and hold and possess the sanw as 
its absolute propeity free and dear of any claims of, by, or duou^ Lessee, and pursue any and 
d l other remedies available under die laws of the State of Montana for vidation of any covenant 
or condition of diis Lease, and dl such remedies shaU be deemed cumulative and not exdusive. 
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No action by Lessor pursuant to diis Sectmn 7 shaU impair dw right to payments due or accraed 
up to die time of termination and le-entry hereunder, ff Lessee's defadt is die faUure to pay any 
instaUmem of the Execution Bonus, aid Lessee fails to cure its defedt withm the fifteen (15) day 
curative period or upon any termination of diis Lease, then aU ui^aid mstdlments of the 
Execution Bonus shaU be accelerated and become immediatdy due and payable. 

Notwithstanding dw preceding paragraph, ff Lessee disputes an aUegation by Lessor of a 
breach of this Lease, the dispute shdl be submitted to aibitration puisuant to Section 10, and ff 
dw oibitrotion award detetmhws diere is a breach. Lessor shdl not have the rigfat to temunate the 
Lease and re-enter the Leased Premises ff Lessee pays dl amounts owed withm fifteen (15) days 
after the arbitration award is issued and ff Lessee commences hi good faidi to remedy any 
breadi, odier than the payment of money, widim sixty (60) days after issuance of die award and 
thereafter diUgentiy pursues aU commerciaUy reasonable efforts to remedy dw defedt as soon as 
is practicable. 

AU date in Lessee's possession or control, of every khd and description, which has not 
previously been ddiveted to the Lessot. relating to dw Leased Premises, iiwludhig but not 
limited to geologic and hydrologic data, reports, maps, logs, cod reserve inftnmation, tide 
infoimation, envuonmentd studies and reports, mhw maps, geotecbnicd date, isopadi maps 
pertaining to ovetburden, sulfur, ash, sodium, hed conteiit, and undamaged drUI cores and odwr 
pertinent date jrdatihg to die Leased Premises and dw cod underlying the Leased Premises shdl 
be ddivered to the Lessor withm thhty (30) days after tbe tennination or expiration of this Lease, 
provided that Lessor must bear dl reasonable coste associated with die provision bf such date tb 
Lessor. 

SECTIONS. ASSIGNMENT OR SUBLETTING 

Except for a Permitted Transfer, as defined below, Lessee covenants and agrees diet it 
wiU not sdl. assign, sublease, mortgage, pledge or odierwise transfer or encumber (collectivdy a 
'Transfer" and the other party or parties to die Transfer a 'Transferee") diis Lease or any ri^te, 
intereste or estetes. created by this Lease or oU or any portion of the Leased Premises, eidier 
voluntarily or by operation of law, without havmg first obteined dw written consent of Lessor, 
which may be ariiitiarily withhekL 

Piovided, howevet, that the ptbhibitions in the preceding paragraph are subject to the 
foUowing Pennitted Ttansfera: 

a. Any Tiansfer to an "affiliate" of Lessee herem is,aPenmtted Transfer, andfor 
puiposes of this Section 8 an entity is an "affiliate" ff more dian fifty percent (50%) of dw equty 
intereste and votmg power of the entity to which this Lease is bemg transferred is owned or 
controUed by the same mdividud(s) or entity(ies) who owned or conhnUed more than fifty 
percent (50%) of the eqmty mterests and voting power of Lessee on die Lease Dde. 

b. Any Transfer to a Reputeble and Pradent Cod Mming (jompany is a 
Peimitted Tmnsfer. A "Reputable and Prudent Cod WEning Company" shaU mean any 
entity, or its parent or affUiate diat over dw diree (3) years unmediately preceding the date of 
such Permitted Transfer (i) has produced not less dun five (5) mUlion tons of cod m dw Umted 
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Stetes, whedier directiy and/or irdirecdy through its wfaoUy owned subddiaiies or contract 
minecs or predecessor companies on an annualized basis; (U) has not filled a voluntary 
bankraptcy proceeding or been dedated a bankrupt; (iU) has not been bkidced by any 
govemmentd audiority fi»m holding any necessary mming peimits; (iv) has not had any leases 
for cod reserves terminated or fbrfdted as a resdt of uncured tlefadte under such leases and 
(v) has a nd worth of $250,000,000 or more on a consoldated basis. 

c. Any Transfer to an exdiaiige traded pubUc company is a Peimitted IVansfisr. 

d. Any Transfer to a lender or group of lienders to Lessee wherein Lessee is 
pledging or encumbering its leasehold interest m diis Lease as security for or in retum for the 
loon and said loan or financmg is m an amount in excess of $10.000,()00, is a Permitted Tiansfer; 
provided, however, diat dw lender may not subsequently Transfer such intereste to any entity 
other than a Reputeble and Feuded Cod MBning Company. 

A "Transfer ni ControF' of Lessee or ite peimitted transferee (detenmned in accordance 
widi die preceding provisions of diis Section 8X ddiet vduntarily or by operation of law, shdl 
constimte a Thmsfer of the Lease undo: diis Section 8. "Transfei of Coiitrol" as used hi tiie 
preceding sentence shaU uiclude a Transfer of sufGcient interests to vest more dian fifty percent 
(50%) of Lessee's equity mtereste or voting power (or dw eqdty intereste or voting power in ite 
permitted transferee) in petsons or entities who ore different tbui diose peisons at entities which 
directiy own more than fifty percent (50%) of Lessee's eqmty mtereste or votmg power (or with 
respect to a permitted transferee, those petsons or entities whidi direcdy own more dian fifty 
percent (50%) of the equity intereste ot voting power of such peimitted transferee as of die. 
effective date of suidi permitted Transfer. 

Accordingly, a Transfer of Control shdl have occuned whenevet more duin fifty percent 
(50%) of Lessee's equity mtereste or votmg power (or die eqmty mtereste or voting power in its 
permitted transferee) shdl becoine subject to the direct ownoship of a person or entity or group 
of related pecsons or entities who are different dian those peisons or entities which directiy own 
Lessee's equity intereste of voting power on dw Lease Date (or with respect to a penmtted 
transferee, diose peraons or entities which directiy own more dian fifty percent (50%) ofthe 
equity mtereste or voting power of such peimitted transferee as of the effective date ai such 
permitted Tiansfa). Notwithstanding anydung herem to dw contraty. a Transfer of any or aU of 
the voting power or etjuity intereste in any parent entity diat directiy or uidirecdy owns Lessee 
shaU not constimte a Transfei hereundet nor tequire Lessor's consent. 

In die cose of a Transfer to which Lessor has consented or which is a Pennitted Transfei, 
Lessee wiU first obtain and present to Lessor a covenant of assumption by die Ttensferee, , 
wherem such Tiransferee expressly agrees to and widi Lessor to assume aid be bound by dl of 
the covenante, terms, conditions and provisions hereof to die same extoit as ff said Transferee 
had been named as ibe origind Lessee. 

Any such Tmnsfer to which Lessor has consented or which is a Pennitted Transfer shoU 
not rdieve Lessee from ite obUgations to comply with aU die covenante, tenns, conditions and 
provisions of this Lease, udess otheiwise agreed m writing by Lessot. hi die event Lessor 
consente to any TYansfer, such consent shdl not reUeve Lessee and/or any Transferee fiom 
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securing Lessor's written ,coiisem to any further Transfer which is not a Peimitted Transfer, nor 
shaU any such consent be construed as a consem to any furdier Transfer, other than a Fetmitted 
Transfer, or as a wdver of any portion of diis Section or of Lessor's ri^^te hereunder. 

Upon the occurrence a i any sudi Ttansfer, which is not a Pemiitted Transfer, widmut die 
prior written approvd of Lessor. Lessor shoU have the optfon to tommate diis Lease by serving 
written notice on Lessee of ite election so to do. 

Any dhect ot indirect Transfisr or Transfer of Control hi vidation cf diis Section 8 shdl 
be ruill and void and shaU have no force or effect 

SECTION 9. WAIVERS AND RELEASES, ETC. 

No wdver, release, modification, or amoidment of any of the terms, conditions, or 
provisions of this Lease shdl be vdid or sd up or reUed upon by Lessm or Lessee, or offoed by 
ddier of sdd parties in any judicid proceeding, arbhration proceedmg or odierwise, unless the 
same is in vmthig duly exercised by Lessor and Lessee. The feUure to exercise any right upon 
nonperformance shaU not be constraed as a wdver of die right to msist on subsequent 
peifoimance of the terms and conditions hereof. 

SECTION 10. ARBITRATION. 

hi the event of a disagreement or dispute between dw parties hereto arismg under or 
related to diis Lease or Lessee's opetations hereunder, indudmg disagreemente or disputes 
regardmg mattera requiriiog the mutod agreement or consent of dw Lessor and Lessee under diis 
Lease, such disagieement ot dispute shaU be submitted to three (3) competent and dismteiested 
aibitratots m tiie foUowing manner. Ifae party desiring such aibitratitxi shaU sded ite arbitrator 
and give written notice thereof to the odiei party, and shaU m sudi notice state predsdy the 
matter or mattera which it is proposed to bring before the aibitntora. and ody dw matters so 
stated shaU be consdered and dedded by them, ff die party receiving such notice shdl fiil to 
name an arbitrator withhi fifteen (15) days afier notice as oforesdd has been given to it. die 
arbitrator named by dw poity givmg such notice shsU name and appomt on oibitrator for and m 
behaff of .the party so in default, and the arbitrator so named and appomted shdl have die same 
power and authority as ff he had been appointed by sudi party. Piiot to the appoutment of a 
diird arbitrator, as heremafter set forth, each party shaU subidt to bodi aibitrdora above-named a 
detaUed statement of their last ard find positions on the matters to be aibitrated within fifteen 
(15) days after the appointment of a second arbitrator. Tbe aibitntora so diosen shaU appomt a 
thitd aibitrator, and ih the evem diey are undile to agree on sudi ^pointment, die appomtment 
of die durd arbitrator may be made by die Chief Judge ofdw Fedeid Distiict Court for die 
District of Montana on the application of ddwr of the parties hereto. The duee (3) arbitratora 
shaU unmediatdy upon their sdection hear and dedde the question or questions submitted for 
arbittatran and shaU give to each of die Patties hereto teasondile notice of die time and dw place 
in BilUngs. Montana of then: meetmgs, and reasonable oppoitumty fot the production of 
evidence. After hearing both parties, the arbitratora shdl promptiy make an award hi writmg 
upon dw question or questions submitted and shaU ddiver a copy of sudi award upon eadi party 
hereto. In making their award, die arbitratora shaU choose one (1) of the detaUed statements 
submitted by die parties hereto as above set forth and shaU not odierwise render any award. The 
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award of sudi arbiteatora, or a majority of diem, shaU be find and bhdmg upon die patties 
hereto, and dw sdd aibidratora or a majority of diem, shaU, m dwir award and as a part diereof, 
dfscide by vduim and in what ptopottion the coste of sudi aibitration diaU be borne and paid and 
the amoum of such coste. Nddier party hereto shaU have ot enfotce any right or remedy agdnst 
the odwr m respect of any matter h a d n made the subject of arbitration, until audi nuttra shdl 
have been submitt&d to and decided by aibitration m the manner above provided, and thai ody 
m accordance widi sudi dedsion m ariiittation. The judgment oh the award tendeied by the 
aibitration nuy be entered in any court havmg jurisdiction. All arbitration shaU be conducted in 
accordance wilh die Montana Uniform Aibitration Act ard, to the extent not inconsistent widi 
dw Montana Unffonn Arbitration Act, in accordance widi the Commerdd Aibitration Rdes of 
die American Arbitzation Association. In agreeing to dw method of dispute resolution set forth 
in diis arbitration dause, the parties spedficaUy admowledge dut eadi prefers to resolve 
disputes by aibitration rather than through the formd court process. Fhidier, eadi of dwm 
undentands that by agredng to sibitrdion each of diem is wdvmg the right to resolve disputes 
arismg or relating to this Lease m Court by a judge or juiy, die rig^t to a j uy fiid, die right to 
discoveiy avaUdile under die Montana Rules of CivU Pmcedure, the rigjht to findmgs of fact 
based on die evidoice, and die right to enforce the law applicable to any case arismg or relatmg 
to this Agreement by way of appeal, except as allowed undei the Montana Unffoim Aibitration 
Act Each of diem dso acknowledges dut each has had an oppottmiity to conskiet snd stedy this 
aibitration provision, to consdt with counsd. to suggest modification or dianges. and, ff 
requested, has recdved and reviewed a copy of the Montana Unffonn Arbitration Act. 

S E C n O N U . NOTICES. 

AU notices or other commumcations reqiured or permitted by this Lease shdl be in 
writing and shaU be deemed ^ven when penoiiaUy served, or m lieu of sudi persond service, 
five (5) days after deposit in dw U.S. MaU. fust dass. postege prepdd, certified, or on dw next 
busuiess day ff sent by reputable overmgfat courier, pnivided recdpt is obtained and diarges are 
prepdd by die ddiveting party, or on die date of dectromc tecdpt of transmission ff sent by 
fecsimSe, provided that ff sudi date is not a business day, dien on die next busmess day. Any 
notice shaU be addressed as foUows: 

To Lessee at: 

One CityPlace Drive, Suite 300 
St. Louis, MO 63141 
Attention: President 
Phone: (314)994-2700 
Fax: (314)994-2940 
Email: dfinnerty@archcod.com 

With copy to: 

One CityPlace Drive, Suite 300 
St. Louis. MO 63141 
Attention: Generd Counsel 
Phone: (314)994-2700 
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Fax: (314)994-2730 
emdl: bjones@ardicoal.com 

and to Lessor at: 

601 Jefferson. Suite 3600 
Houston, TX 77002 
Attention: Charles Kerr 
Phone: 713-751-7590 
Fax: 713-751-7591 
Enuil: ckerr@pnplp.com 

with copies to 

601 Jefferaon, Suite 3600 
Houston, TX 77002 
Attention: Wyatt Hogan 
Phone: 713-751-7516 
Fax: 713-751-7517 
Email: whogan@iirplp.com 

5260 Irwui Road 
Huntmgton, WV 25705 ' 
Attention: Kevin WaU 
Phone: 304-522-5757 
Fax: 304-522-5401 
Emdl: kwdl@wpplpiCom 

Any party may change ite address for puiposes of diis Section by giving notice of such change to 
the other patty in a manner provided in this Section. 

SECTION U . RECLAMATION. 

Lessee shaU perfomi dl activities iwcessary to reclaim and restore the Leased Ptemises 
as required by aU applicable federd, state and locd laws, rales, regdations, oidos and 
otdinances and the peiiod during which such activities occur on die Leased Premises, or on 
Other Lands shall be referred to as dw 'Teriod of Redamation Activity." During die Period of 
Reclanution Activity. Lessee shdl have fiiU access to and control of the portions of the Leased 
Premises to which access is necessary or desirable to achieve die restoration or redamation 
required to protect and secure release of ite appUcable bond commitments. aU widiout undue 
mtetfeience firom Lessor. During the Period of Redamation Activity and untU rdease of aU of 
Lessee's reclamation bond(s) covering die Leased Premises or Odwr Lands, ff any. Lessee shdl 
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continue to pay Lessor ddwr a Suiface Damage Standby Payment ot a Surface Dunage 
Payment, as applicable, m accotdaiwe with Section 6.5 fot drase GNP Surface actes to whidi 
Lessee retams access and control m oidet to complete ite tedamation and restoration obligations. 
Any Sutfiace Damage Standby Payment or Surfece Danuge Payment, whidi was bdng paid prior 
to die termination of this Lease shaU conthiue to be pdd d the times provided in Section 6.i5, and 
any Surface Damage Standby Payment and Surface Damage Paymed not bdng pdd prior to (be 
tendnation of this Lease but whidi are recjuired to be paid for ^ fsst time pursuant to diis 
Section 12 shaU be pdd by Lessee to Lessbr bn or before dw expiration of 90 days fiom and 
after dw tennination of diis Lease, and annuaUy diereafter on die same date untU Lessee notifies 
Lessor in writing dut access and control are no longer necessary. The tenns and provisions of 
diis Section 12 shaU survive die fbifdtureot other tetmination of this Lease. Lessee shaU 
diligentiy punue aU of iu obligations under this Section 12 and diUgentiy complete those 
obligations. 

SECTION 13. WARRANTY. 

The Lessor, for itseff, ite successora and asdgns, does hereby ooveood and agree with dw 
Lessee, subjed to die exceptions and reservations herem set foidi. subject to grazmg leases, 
hunting righte, and other leases and licenses, as weU as to easemente and rigfate of way. as Lessot 
may previoudy have entaed mto ot granted, and subject to such linutetions, restrictions and 
defects in Lessor's tide to dw Leased Premises as were in existence at the time of Lessor's 
acquisition of titie to the various ttacta comprismg the Leased Premises, dut upon dw payment 
of the rentals, roydties and other anmunte due to Lessor under this Lease and die perfoimanoe of 
aU and singdar the covenante and agreemente aforesdd, saul Lessee shdl and nuy peaceably 
and quietiy have and enjoy sdd Leased Premises for and during die term of this Lease, and for 
die purposes ofthis Leiase, free firom any hindrance by the Lessor, or any peison or entity 
daiming by, throu^ and undei Lessor, ite successora or assigns. Lessor watiante did aU leases, 
licenses, huntmg righte, easemente and rights-of-way referenced m the precedmg sentence to 
which Lessot is a party or of which it has knowledge are listed on Exhibit D attached hereto and 
thd Lessor has provided Lessee widi copies of aU such leases, licenses, huntmg rights, 
easemente and ri^te-of-way. Lessor does not warrant generaUy ite title to dw Leased Premises 
but wanante only, subjed to the matters set forth m dw pietwdmg sentences and subject to 
mattera as to w l ^ Lessee has knowledge as of dw Lease Date, thd neidia ft nor anyone or 
entity ddmmg by, dirou^ and under die Lessor, has done any ad to encumber dw tities vitdcb. 
it acquired to the various tcacte comprising the Leased Premises since its acquisition of said 
tracts which wodd materidly mteifere with the operations of the Lessee hereundet. 

SECTION 14. SUCCESSORS AND ASSIGNS. 

AU covenante. agreemente, and condituins herem sd forth to be perfoimed by ot on 
behdf of Lessot or Lessee shaU bmd their tespective successora and assigns, whedier so 
expressed or not, and shaU inure to die benefit not ody of Lessor and Lessee, but dso dw benefit 
of theu: respective successors and assigns, but this Section shaU not be construed to modify the 
provisions of Sectimi 8. 
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SECTION 15. REMOVAL OF PROPERTY. 

Lessee, having pdfoimed d l the teims and conditbns of this Lease to be by it perfonned, 
and havmg mined aU the merchanteble and mineable cod hetem demised shaU, within six (6) 
months diereafter. remove any and aU mobUe minmg eqdpnwnt and peraond property ownol by 
Lessee, and shaU remove fiom dw GNP Suifece any and dl inqiroveinente, buildings, or odwr 
stmctures placed diereon by Lessee during dw teim hereof, tf dw Lessee shaU ftul to remove any 
of die mobile mining equqment and peisond property described above widiin sdd six (6) 
mondis, dwn at Lessor's option the sanw shdl diereupon be and become dw absolute propeity of 
Lessor. 

In dw event this Lease is terminated for any reason prim to removd of aU merdiantable 
and minedile coal, aU buildings, structures and unprovements dien affixed to the Leased 
Premises, at Lessor's option, shaU be and becoine dw propeity of Lessor, but mobUe mhung 
equipment and peraond propeity of Lessee shsU remam the prt^wity of Lessee; provided, 
however, did ff the Lessee foils to remove dw said mobUe mining equipment and persond 
propeity widun six (6) modhs aftei sudi tetmination of diis Lease, then, at Lessor's option, the 
same shdl diereupon be and become die absolute propeity of Lessor. 

In die evem Lessee acquires any surface or minerd righte or devdopmem rights widun 
dw Otter Creek Tracte Area not cunentiy owned by Lessor, (cdlectivdy, "Other Property"), 
Lessor is hereby granted dw right, upon any teimiiution, assignment, subleasing, or any odwr 
sunender of any ofdie Odwr Property, if this Lease has termmated. or ff Lessee intends to 
termmate or dlow this Lease to terminate, to require Lessee, at Lessor's sole option and under 
conditions it reasonably deems accepteble, to assign, lease, sublease or odwiwise transfer such of 
die Odwr Property as Lessor designates, provided that Lessor shaU conqiensate Lessee fbr dw 
fair madtet vdue of such designated Odier Property, ff, prior to the expiration of the State of 
Montana Leases, Lessee tominates, sunendeis or otheiwise abandons ite rights widi resped to 
any suifece or mineid rig^ or devdopment rights widun dw Otter Credc Tracte Area and ff this 
Lease is teiminated, at Lessot's sole option and under conditions it deems accepteble. Lessee 
shaU asdgn dl right, titie and mterest m and to the State of Montana Cod Leases to Lessor. 

SECTION 16. TRANSPORTATION OF COAL MINED FROM ADJACENT TRACTS. 

Lessee shdl have the right (to dw extent of Lessor's ownership) firee of any diarge or 
payment to transport fordgn cod mto. over or through the Leased Premises. For puiposes of diis 
Section, dw tenn "foreign cod" shaU mean any cod odiet dian cod mined from die Leased 
Premises ot any other propoties undet lease to Lessee fiom Lessoi. 

S E C n O N l ? . ABSTRACT. 

Lessee, at ite option m its discretion, may tecord an abstract or memorandum of dus 
Lease and Lessor shaU cooperate m aU respects to execute such abstrad or memorandum 
Lessor and Lessee nwy execute amendments to die abstract or memorandum in each mstance as 
reasonably requested by Lessee. 
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SECTION is . ENTIRE AGREEMENT; AMENDMENTS. 

This Lease cdnstitiites die entire agreement between die Lessor and Lessee respecting ite 
subject matter. Any agreement, underatanding, ot lepresentetion respectmg the Leased Premises 
or this Lease not expressly set forth m this Lease or m a subsequent writing signed by bdh 
paities, is ndl and void. This Leaise shaU not be modified or ainended excqit m a writing signed 
by both paities. No purported modification or amendment, indudmg, widiom Ihmtation, any 
ord agreement (even if supported by new considetation), courae of conduct, or disence of a 
ieq;)onse to a unUateral communication, shaU be binding on ddiet party. 

SECTION 19. GOVERNING LAW. 

This Lease shall be governed by and mteipreted hi accordance widi die mtemd laws of 
the State of Montana, not uiduding a cJioice of laws ides that would cause it to be govemed by 
dw laws of anodier jurisdiction. 

5ECnON20. PARTIAL INVALIDITY. 

Shodd any provision of this Lease be hdd m a fmd and uiuppedable decision of a court 
of competent jurisdiction or by aibitration m accotdaiwe with Section 10 to be ddier mvolid, 
void 01 unenforceable, the remdning provisions ofthis Lease shaU remam m foU force and effect 
aid unimpdred by die holding. 

SECTION 21. NO PARTNERSHIP. 

Nodiing contained m this Lease shdl be construed to create an assodation, jomt venture, 
trust or poitoerahip covenant, obligation ot liability on ot widi regatd tb any bue (1) ar more of 
the parties to this Lease. 

SECnON22. ATTORNEYS* FEES. 

ff eithet party brings any action or proceedmg against die other (mduding any cross-
complafot, counterdaim or third party daun) to enforce or inteipret diis Lease, ot otheiwise 
arising out of this Lease, the prevailmg party m siwh action or proceeding shaU be entitied to ite 
coste and expenses of suit, indudmg reasonable attorneys' fees and accountants* fees, whidi 
shaU be payable whether or hot such action or proceedmg is prosecuted to judgment For 
purposes hereof, the term "prevaUmg party" indudes a party who dismisses an action for 
recovery in exchange for paynwnt of die sums dlegedly due, perfoimarwe of covenants allegedly 
breached or consideration substantiaUy e < ^ to the reUef sought in the action. 

SECTION 23. COUNTERPARTS. 

This Lease may be executed with counteipart signature pages and m duplicde orighials, 
each of which shdl be deemed an origmd, and aU of whidi together shdl constimte a smgle 
histnimed. 
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SECTION 24. CONSTRUCTION AND INTERPRETATION. 

Tlie headings of dw sections of diis Lease arc not part of diis Lease and shaU bave no 
affed upon the construction ot inteiptetation of any part of diis Lease. Udess the context 
requires otheiwise, references ih diis Lease to sections, subsections or exhibits refera to dw 
sections, subsections aid exhibite ofthis Leose. Udess die context requires otherwise, 
refBBBnces to a "party" or "parties" refen to Lessor or Lessee, or both, as die context mi^ 
require. Ibe word "uwluding" shoU be construed m ite mdudve sense, and not m limitation, 
whether or not languajge of non-Iimitetions (sudi as "widiout limitation") is used widi reference 
thereto. AU provisrons of diis Lease have been negotiated by Lessor and Lessee at arms-length. 
Ibis Lease shdl not be construed for or against either party by reason of die andmrship or 
alleged autiwrship of any provision of this Lease or by reason of the stotos of the respective 
parties OS Lessor or Lessee. 

SECTION 25. FORCE MAJEURE. 
I 

When used hereui, 'Torce M^eure^* means any cause beyond die control of dw Lessee, 
vi^ch may hidude. without limitetion, acts of God, acte of pubUc enemy, insurrections, riots, 
labor disputes, fires, explosions, floods, intemqitions to tronsportotion of Cod mduding laUcar 
or barge shortages, embargoes, ordera or acte of dvU or military authority or of any 
govemmentd body havmg jurisdiction and authority over the Lessee or the Leased Piemises or 
Lessee's woric force ot Lessee's customera, maiket conditicms. ot odwr causes whidi prevent dw 
mining or delivery of Cod or the acceptance, tiansportation or utilization of Cod by dw Lessee 
or ite customera. Subject to die notice providons set forth bdow, in the event of Fcuxe Majeure, 
Lessee's obUgations hereunder which are prevented by dw Force Majeure, odier than payment 
obUgations, shoU be suspended during the Force Majeure provided thd (A) ff occurring durmg 
the Primary Term prior to the firat occurrence of commodd production, the period of dw Force 
Majeure shaU be added to the Primary Term provided that die Primary Term may not be 
exteided by reason of one (1) or more conditions of Force Majeure for longer dun a cumulative 
period of duee (3) yeara; or ^ ) ff occurring after dw firat occunenoe of commeidd production, 
diis Lease shaU not tenninate as a resdt of the absence of cod production during the peiiod of 
Force Majeure, and dw period of Force Majeure shaU be added to any time period widun whidi 
production must be resumed m oidet for tliis Lease to lemdn in eKect ord dw time period for die 
perfoimance of any obligation of Lessee (other than a payment obUgation) or for the exercise of 
Lessee's righte, provided diat the additions to the time periods referenced in this dause (B) by 
reason of one (1) or more conditions of Force Majeure shoU not exceed a cumulative period of 
duee (3) yeara. Lessee shdl give Lessor notice (i) of dw Force Majeure withm 20 days after die 
date the Lessee clauns commencement of the Force Majeure, and (U) promptiy upon the end of 
dw Force Majeure. Lessee shaU diUgentiy work to dimuute the effect of the Force Majaae. 

SECTION 26. PARTIES* ORGANIZATION AND AUTHORITY. 

Lessor wairante that* (i) Lessor is a limited paitneidiq) ddy otganized and vaUdly 
existing in good standing under die laws of die State of Ddaware, and has audiority to own and 
lease properties, conduct ite busuwss, and enter into tiiis Lease and consummate ttw transactions 
oontenplated hereby; and (ii) dns Lease has been duly and vaUdly authorized, executed, aid 
deUvered by or on bdulf of Lessor and constimtes die v d d and buiding agteement of Lessor, 
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enforceable in accordance with ite terms; die performance of dus Lease and the consummation of 
the transactions contemplated herdn and the fulfUlmeot of the terms hereof, do not and wUl not 
resdt hi a breadi of any of the teims and provisions of. or constimte a defadt under, any stetete. 
udenture, mortgage, deed of dust, votmg tmst agreement, note agreement, lease, or other 
agreement or histcument to vHacb Lessor is a psi^y or by whidi Lessor or any of ite property is 
bound, or undet any ide ot regidation ot ordet of any court or other govemmentd agency or 
body applicable to Lessor or any of ite propeities. and no consent, approvd, authorization, or 
order of any court or govemmentd agency or body has been or is reqmred for the execution and 
ddiveiy of this Lease, or for die consummation of the transactions contemplated hereby. 

Lessee wanants diat: (i) Lessee is a cotpoiation duly organized and vdidly existing m 
good standing under die laws of die Stete of Ddaware, and has authority to own and lease 
properties, condud ite business, and entet mto this Lease and consummate dw transactions 
contemphited hereby; and (u) this Lease has been ddy and vdidly audiorized, executed, and 
deUvered by or on behaff of Lessee md constimtes die vdid and buidmg agreement of Lessee, 
enforceable m accordance widi ite terms; the performance of this Lease and die consummation of 
the transactions contemplated hereui aid die fiilfiUment of dw terms hereof do not and wUl not 
result in a breach of any of die teims and provisions of. or constimte a defadt undet, any stamte. 
irdentiue, mortgage, deed of dust, votmg trust agreement, note agreement, lease, or dher 
agieement or msbumem to which Lessee is aparty or by which Lessee or any of ite property is 
bound, or under any rale or regulation or order of any court or other govemmentd agency or 
body applicable to Lessee or any of its properties, and no consent, approvd, audiorization, or 
order of any court or govemmentd agency or body has been or is reqmred for die execution and 
delivery ofthis Lease, or for the consummation of die transactions contemplated hereby. 

IN TESTIMONY WHEREOF, die parties hereto have caused dus Lease to be executed m 
their lespective names by theh tespective i^resentetives diereunto ddy audiorized. dl as of dw 
day and year firat above written. 

Executed in dupUcate. 

Great Northern Properties Limited 
Partnership 
By: GNP Management Inc., its general 

partoer 

By: 
Name: 
Title: p r v : ^ 
Ark Land Company 

By: 
Name: 
Titie: 
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STATE OF 1 ^ ^ 

Of J i t o d i County ms 
ss. 

) 

This instrument vaas adm 
2009.by C k ^ U i t l l L t r 

acknowledged before nw on die. dayof 
of 

GNP Management, bia, which executed this mstrumed as dw geneid partner of Gred Nottiwm 
Properties Limited Partnoship. 

(SEAL) 

MARyaXENARBUCKLE 
f MrcoMMsaoNBiRna j 

Jutmaott 

M 
MA 

[Type or Print Name] 
Notary Public for the State of f>*4as^ 
Residmg at i J a f a - ^ 
My Commission expires: ^/ixsltjart.. 

STATE GP H f ^ 5 ^ i^'^-J ) 
: ss. 
) County of fSrf Lx> i ^ fS 

This mstrument was acknowledged befoire me on die / J ^ ^ day of / / ^ l / ^ ^ B S.,"^ 
2009,hy 7>^i/,"b z r : /^yAA/g'Sir'f' as "P^^^t^^ ju^T^ of 
Ark Land Conquny. 

(SEAL) 

ifiwmtT:-. 
MARrOHAMLTON 

t ^ CoBimluton B f A v 
Ssptainlin 14,2011 

SL Louis O r 
Conirisslon 107418783 

^ 
y t ^ y g t ^ A / / ^ M , i ^ ' 

[Type or Print Name] 
Notary Public for tiie State of ^ i > 
Residing at "ST" 1^9 t^/< f 
My Commission expires: 9 / * >y eg »//^ 
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5602 Hesper Road 

. ^ A ^ HyiJrometrics,lnc.* IS^^IS 
^ ^ m J ^ ^ Consulting Sdentists and Engineers Fax:(406)6S6-89i2 

www.hydninetrics.Gom 

July 14,2010 

Kfr. Chuck Ken, President 
Greet Northem Properties LP 
601 Jefferson Street; Suite 3600 
Houston, TX 77002 

Re: Otter Creek 

Dear Mr. Kerr: 

Ark Land Compony (Ark), an afBUote of Arch Cod, Inc., has leased certdn cod reserves fiom Great 
Nordwm Properties LF ( C ^ ) snd dw Stete of Montana at Otter Creek, Powder "Rivet County, hfontana. 
Arch Cod Ihe. has formed a new subsidiary. Otter Creek Cod LLC, to develtip diis cod reserve. 
Hydrometrics, Inc. of BUUngs, Montana, is assembUng a Notice of Intent to Prospect on behaff of Otter 
Credc Coal, LLC on surftee properties owned by Great Nordiem Properties LP and leased to Arfc. These 
properties comprise some 4910.56 acres, and are enumerated m Exhibit B of the lease ageement 
between GNP and Arfc dated November 12,2009. 

Prospectmg activity will consist of environmentd baselme stadies, and subjed to furdier permitting by 
die >fontBna Dejurtment of Environmentd Quality (DEQ)i instaUation of modtormg wells arid 
exploration driUing. 

DEQ rales at ARM 17.24.1018(4) specify that an owner of sur&ce on which prospecting will occur must 
be notified that DEQ shaU make investigations and mspections necessary to ensure compliance with the 
Mootaiu Strip and Underground Minhig Act, appUcdile rales and permit conditions. Tbe purpose ofthis 
letter is to provide did notificdion. 

Please contact Dave Simpson (406) 933-53 84 or myself if lliere are any questions regarding this 
notification. 

Smcerely, 

Heidi J. Kdser 
Roject Manager 

C MOceRowhmds, Otter Creek Coal, LLC (via e-mdl) 
Dave Sunpson, Sunpson and Assocides, LLC. (via e-mail) 

K\PRaiECTSU>niCR\N0l\LjaNPKea7I3jiac 
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Exhibit A 
Otter Creek Tracts Area 
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EXmBIT "B" 
LEASED PREKOSBS 

COAL 

Otter Qeek Tract #1 

Township 3 Souih. Rflnite 45 EasL Powder River CoiMtv. Mtmtana 

Section 25: All 64a00 
Seclioa27: All 64a(IO 
Secdon 35: All 64a00 

Township 4 South. Ranee 45 East P&wder River Cnunlv. Montana 

Section 1: Lots 1,2.3,4, S/2N/2. S/2 (AU Fri) 630.96 
Sections: Lots 1.2.3,4,S/2N/2.S/2 (AllFri) 627.96 

Otter CieekTVacta 

Township 4 South. Ranee 45 East Pbwder River County. Montena 

Section 11: All 640X)0 
Secdon 13: Lots 1,2.3.4.5,6,7,8. N/2 (All Fri) 597.01 
Section IS: EO. EOSWM. NEMNW/4 440.00 
Section 15: SE/4NW/4(50«Coal) 4000 
Section 22: SW/4NE/4. E/2NW/4 120.00 
Section 23: Lots 1,2.3.4, Wy2. W/2E/2 (All Fri) 674.24 
Secdon 25: Lots 1,2.3.4,5.6.7.8. S/2 (All Fri) 647.97 
Secdon 35: EO, E/2W/2, NW/4NW/4 520.00 

QtlffrCroelt Tract ff3 

Township 4 South. Ranee 45 EasL Powier River Cbunty. Moniana 

Sections: Lots 1.2.3.4, SAM/2. S/2 (All Firl) 623.00 
Section 7: Lots 1.2.3.4t S/2 (All FH) 53X28 
Section 9: W/2.SW/4SE^4 360.00 
Secdon 9: SE/4SE/4 (50% Coal) 40.00 
Secdon 10: . SWMSW/4 (50« Coal) 4QJQ0 
Section 15: WaNW/4 (S0« Coal) 80.00 
Section 15: W/2SW/4 80.00 
Section 17: Loisl.2.3,4,5,6,FlrIE/2(AllFrl) 439.31 
Section 21: AU 640.00 

TOTAL COAL MINERAL ACRES 9.69Z73 

71 



Brlijlfjt ^f^«-\mau^^yiemiSBS 
paee2 

None 

LEASED PREMISES 

Otter &eelc Tract #2 

Township 4 South. Ran|« 45 East. Powder River Countv. Moniana 

Section 10: S/2SE/4. SE/4SW/4 
Section 13: Lots 1.2.3.4.5,6,7.8, N/2 (All RI) 
Section 14: W/2 
Secdon 15: EaE/2SW/4.E/2NW/4 
Secdon 22: NB/4.E/2SW/4,FH SB/4. EONWM Less 2.88 Ac Rd 
SectioB 23: Lots 1,2.3,4. W/2, W/2E/2 (All Fri) 

i2aoo 
597.01 
320.00 
48000 
467.00 
674.24 

Qffty<>;^TirMt«)3 

Township 4 South. Ranee 45 EasL PBwder River Countv. Montana 

•Section 7: Lois 1,2,3,4. SO (All Fri) 
•Section 18: All 

Section 20: Lots2,3.4.SE/4.S/2NE.SEAtNW/4.EaSV/4 
Section 21: All 

532.28 
640.00 
440.03 
640.00 

TOTAL SURFACE ACRES 4.9I0J6 

* The surfiice rights owned by Lessor in Sections 7 and 18 are subject to a pre-existing and activB Surfiice 
Bsute Lease doted March 6,1979 between Peabody Coal Company as Lessor, and Consolidation Coal 
Coinpany as Lessee as further described onEsliibkD. During die period Ihis Suriace Estate Lease is in 
fiill force ami efiect as to any of the lands covered by such Surface Estate Lease, Lessee shall not be 
obligated to pay to Lessor, the Surface Damage Stand-by Payment piovided in Section 6.5 of the Lease 
on such lands oQected by such Surftce Estate Lease. 

72 



Exhibit C 
Leased Premises 
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E X B D D m y 

EXISTING LEASES, UCENSES. HUNTING RS3HTS, EASEMENTS AND RIGHTS-OF-WAY 

ON THE LEASED PREMISES 

GREATNORTHERNPROPERTIES LIMITED PARTNKRSHIP AS LESSOR 

Lease Date ?jnf''mtiff" TVpe Legal Description 

MTSAO00052 Thone & Sandy Thomas 044)1-2006 03-31-2012 GiazingA 
Agricultural 

4S-45&07A11 
4S-45E-15E2SW 
4&45E-18AI1 
4S-45E-22E2NW.W2NE 

ftSENE 

MTSAO00O77 Keith & KP Stevens b e 04-01-2006 03-31-2012 Ijiazingft 
Agricultural 

4S-4SE-10S2SB,SESW 
45-45E-13AUFirl 
4S-45E-14W2 
4S-45&1SE2,E2NW 
4S-45E-22NENE 

MTSAO00153 WUIiam A Kotene IIrOI-2005 10-31-2009 Tenancy 
McGregor 

4S-45E-15E2SW 

MTSAO00179 Thane & Sandy Thomas 04-01-2008 03-31-2023 OriBingft 
Agriculhiral 

4S-45E-22E2SW,SElTl 
4S45E-23W2 
4S-45E-27NE,W2SE,W2 
4S-4SE-28A11 

MTSAO00182 Roger & Usa GasUU 04-01-2008 03-31-2023 Grazing 4S-4SE-20 Lots 23.4. SE 
E2SW.S2NE, 
SENW 

4S-45E-2IAU 
4S^5E-29NE 

MTLSOOOOOS Consolidated Coal Co. 03-06-1979 03-06-2019 Suiftce 4S-45E-7 & 18 All 
Lease 

MrLSO00002 ConsolUatedCbalCo. 03-06-1979 03-06-2019 Coal 4S-45&9SESE 
Lease 45-45E-I0SWSW 

4S-4SE-15NWNW 

g B ^ T N Q y T P g l t y FROypi^TIES LHVPrgp PARTNERgHir AS LESSPl 

Tpnynnt^ Expiration l y m T^pal tieaifiption 
C-I076-08 Great Northem properties 06-1049 06-10-19 Coal 4S-45E-36A11 

OTHEl^ 

Miscellaneous unrecorded and local service easements for electricity and telephone. 
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Great Northem Properties LP Surtice Lessees 

Thane & Sandy Thomas 

Ashland, MT 59003 406-784-6268 

Keith &KP Stevens inc. 

P. 0.80x91 

Ashland, MT 59003 406-784-2459 

William & Karene McGregor 

P. 0.80x734 

Ashland, MT 59003 406-784-2732 

Roger & Usa Gaskill 

P. 0.80x555 

Ashland, MT 59003 406-784-2354 

Consolidated Coal Co. 

CNX Center 

1000 consol Energy Drive 

Canonsburg, PA 15317 724-485-4518 
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O C ' O i S 

MEMORANDUM NOTICE OF SURFACE ACCESS AND USE LICENSE AGREEMENT 

NOTICE IS HEREBY GIVEN BY THIS MEMORANDUM (this "MsaOOBdliSl"). that under 
and pursuant to a separate agieement entitled Sur&ce Access and Use Lkense Agreesaent C'AgEEfiSafiBl'') 
dated effective as of/<^fttfr- > a . 2010 ("EflfectivePote^ by and between Kdfli and MP Stevens. 
InCi, a Montana corporation, having on address of P.O. Box 91, Ashland, Montana 59003 ("0x895*0 
and Ark Land Company, r*|AricT.anrf^ with an address of One CityPlace, Suite 300, St Louis, Missouri 
63141, Owners have granted surftoe access and use to, and does hereby omifirm a grant of surfiice access 
and use to. Ark Land of the following described lands hicated in Powder River County, Montana 
CLfiads'O: 

T3S. R45E M.PA1. Powder Rivisr Conntv. MT 
Section 22: S2, S2N2, N2NE4, NE4NW4, less 4.44 acres 
described as follows: Commencing at a quarter corner stone 
betwea Sections 15 and 22 T3S, R4SE, PJ^JM.; Thence South 
01<Vri6" West 198.S fiwt to the South boundary of U.S. Highway 
#212 Right of Way and the true pomt of beginning: Thence South 
89^*03** West 375.0 feet; Thence Soudi 0 0 ^ 0 ' 4 r East 516.0 
feet; thence North 89W03** East 37S.0 feet; Thence North 
00?30'47" West 516 feet to the point of beginnmg, containing 4.44 
acres, more or less AND less 12.0 acres'described as follows: 
Thot portion ofthe NW4 Section 22, T3S, R4SE, PJ^ jid., 
described as follows: Beginning at a point on the South boundary 
of Montana Hifihway #212 wdiich is 1276 feet East from the West 
boundary of Section 22; Thence East a distance of 792 feet 
parallel and adjacent to said South boundary; Thence South a 
distanoe of 660 feet parallel and adjacent to ibe West boutulaiy of 
a 4.4 acres tract; Thence West a distance of 792 fbet; Thence north 
a distance of 660 feet to the point of beginning, contaimng 12 
acres, more or less. 

Section 26: AU 
Section 27: AU 
Section 34: AU 

T4S. R4gE MJ.M. Powd^ Biver CfflutfY. MT 
Section 3: AU 
Section 9: S2NE4,N2SE4 
Section 10: S2N2,N2S2 
Sectionll :AU 

The Agreement contains the following principal terms among others: 

1. Grant of Surface Access and Use. Owners have granted, and hereby confirm a grant to 
Ark Land, for the benefit of Aric Land and Otter Creek Cool, L.L.C. f"OCC^ of a license to enter upon, 
access,, cross, use and occupy so much ofthe Lands as sre needed to conthict environmental, wihUife, 
biological and geologic sampling, studlying, monitoring, assessment and exploration drilling activities. 

3. Xsis . Subiect to the provisions ofthe Agreement, the Agreement is for a primary tenn of 
two (2) years fiom tbe Effective Date, provided that Ark Land may extend the Agieement fbr an 
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additional two (2) yean and m ^ fiirther request an extension to complete restoration and reclamation 
activities. 

4. Notice. AU. notices and other communications to. either party shall be deUvered as 
foUows. Owners jointly and sevendly qipoint Ross Denson, or his legaUy designated successor, as their 
agent for tbe puipose of reoBtvmg notices for their benefit under the terms of the Agreement. 

Ifto Ark Land: If to Owners: 

Ark Land Company Keith and KP Stevens, Inc. 
Atto: President P.O. Box 91 
One CityPbce Drive, Suite 300 Ashland, Montana S9003 
St Louis, MO 63141 Telephone (406)784-2459 
Telephone: (314) 994-2950 
Fax: (314)994-2940 

5. Assignment The Agreement is binding upon and ahaU inure to the benefit ofthe partiea 
thereto and their reqiective pennitted successora and assigns. Neither party shaU assign the Agreement, 
or any righte or obUgations therein, without the prior written oonsent of the other party, which consent 
shaU not be unreosonaUy withheld; provided, however, that Ark Land may assign the Agreement without 
consent to an affiliate or in connection with a l e (tf all or snbstentiaUy all of its assete held in conjunction 
with mining operations proposed fbr or conducted in the vicinity of the Lands. 

6. No Waiver t^ M" îfiffltiiffn This Memorandum is executed for die purpose of placing of 
record notice of tbe Agreement and the terms and proviaons thereof. Nothing herein shall, nor shoU it be 
interpreted to, amend, modify or waive any ofthe terms and conditions of the Agreement AU capitalized 
terms used in this Memorarulum, not otherwise defined, shaU have the meanings assigned in the 
Agreement 

[Remainder of Page Intentionally Left Blank] 
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IN WITNESS WHEREOF, the parties have caused this Memorandum to be signed and executed. 

OVrtfEBS ARKLAND 

KdthandKP 

By: 

Inc. 

Title: 

Ark Land Company 
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STATE OF MONTANA ) 

Conntv o f l^luJBBg. ftoSlZ. ) 

It was acknowledged befi 

AND K.P. STEVENS, INC.. a Montana coiporBtion 

1 before me on thw_JC2?_day of , ^ [ i i 9 i * i i _ _ ^ 20j& by 
tometohethe f^JgeCilVeiOr ' ofKETTH 

[Type, StlPT^ or Print Name^ 
NotaryPubUcflp'theSta|bof M f 
Residingat AucBi ( f n f it^^-
My commjgaion expires y - / 7 .2013 . 

STATEOF Z t L i J ^ 

County of. ) 

Tiw iostruQiBnt w^f acknowledged before me on t h i w A y ^ d a v o f 
known to me to be ± e / f ^ f i ^ ^ S ^ ^ ^ 

LAND COMPANY, a Dellj ! corporation. 

20:5 by 
of ARK 

*fe«.^^..'? 
^ - f c O " i!«»»*^x** 

[type, stamp or nmi namej y|. " 
Notary PubUc g r th&Stete of fm^faOJit 
Residing at \ ^ , Z^iflfi^ 
My commission egqures ^ ^ f jff X. 20 / ^ 
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Simpson 8i Associates, LLC 
P. 0 . Box 250 
aancy, MT 59634 

406-933-5384 

December 13,2010 

Mr. Chris Yde 
Coal Program Supervisor 
Industrial and Energy Minerals Bureau 
Montena Department of Environmental Quality 
P.O. Box200901 
Helena. MT 59620-0901 

Re: Otter Creek Coal Project; NOi Update 

Dear Chris: 

I herewith submit two copies of the following to update the Otter Creek Coal, LLC Notice of Intent to 
Prospect originally submitted July 20,2010: 

• Ross Denson Surface access Agreement. -

• Revised Exhibit 3 Map showing updated Denson surface access. 

Please contect me or Heidi Kaiser at Hydrometrics, Inc. if there are any questions regarding this NOI 
update. 

Sincerely, 

ravid W. Simpson 

C. Heidi Kaiser (Via e-mail) 
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ARK U N D COMPANY S«« IL«H« . 
SanlerniaiwrtyAnalvM 

VIA EXPRESS MAIL 

November 30,2010 

Mr. Qear%e Luther, Jr. 
Luther Appraisal Services, Inc. 
P.O. Box 1745 
MUesCity.MT 59301-1745 

RE: Surface Access and Use License Agreement dated effective November 
1,2010 (the "Agreement"), between Ross Denson, Faye Denson & Robert 
Dennis Denson and Ark Land Company & Otter Creek Coal, L.L.C. 
Ark File: OC-019 

Dear Nfr. Luther: 

Enclosed please find an original Memorandum of Sur&ce Access and Use License 
Agreement, as referenced above, which I would ask that you please record in the Powder 
River County Recorder's Office. 

Once you receive the recorded original, 1 would ask that you please forward to my 
attention. 

Ifyou have any questions, please feel free to contact me directly at the number or email 
below: 

Thank you for assistance with this matter. 

Sincerely, 

Scott LKehrer 

A SubtkJiory of 

11 

1 CHyPloca Dr. SUHB 300 Sl. Louis, MO 63141 (314] 994-2842 Fox: (314) 994-2940 e-mail: skehrer@qrchcoal.com 
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MEMORANDUM OF SURFACE ACCESS AND USE LICENSE AORBEMENT 

N(ynCE IS HEREBY GIVEW BY THIS MEMORANDUM ffliis "Memoranduirf\ that under 
and BUiwMUit to g separate agreement entitied Sur&ce Access and Use License Agreement ^'Aereenient*^ 
dated effective.as bf November 1,2010 ("Effective Datef). by and between Ross Denson, Faye Denson 
and Robert Domia Denson, wifli an address of 11 Tea MUe Credc Road, Ashland, MT S90Q3 
(collectivdy ibe "QsaSSi'^ and Ark Land Cmnpany, a Dehiware eoiparation widi an addresa of One 
CityPlace^ Suite 300, St Louis, Missouri 63141, aad Otter .Creek Coal, LX.C., a Delaware Umited 
UiUiity company, with an address of 401 North 31* Street, Suite 770, BiUhigs, Montana S9101 
(collectively " ^ i k L s ^ , Ownen have granted sur&ce access and use to, and do herdiy grant sur&ce 
access and uae to. Ark Lnul of the foUowing deacribed buds located in Powder River County, Montana 
(Iffldl"): 

Ti'mT̂ fT ̂  '^i*'^. Bf"r ̂ f y ^ . M P. M. 
Section 25: Lots 1.2.3,4, S, 6 ,7 ,8 . Si4 (AU) 
Section26:An 
Sectioh35:AU 

The Agreement Goitfains &e foUowing prindpal tenns among odien: 

1. Grant of Sur&ce Access and Use. Owners have granted, and hereby coofiim a grant to 
Aik Land, fiir the benefit of Ark Land and Otter Creek Coal, L.L.C f"OCC^. Uceosea to enter upon, 
access, cross, use and occiqiy so mudi of tbe Lands as are reasonably necessary to conduct 
environmental, wUdlifo, cultural and bidogicd sanqpling; stedyhig, monitarhig; assessment activities on 
the Lands, and geologic ami exploratioa drilling activities on a portion of the Lands, as defined in the 
Agreemoit 

2. Term. The Agreement is for a primary term oftwo (2) years fiom the Ef&etive Date; 
provided that Ark Land nuy extend die Agreemeot for an additional two (2) years and may findur extend 
die Agreement for an additional six (6) mmtha to complete restontion and reclamation actwities. 

3. yfnhVjt MH AfW™T Owners jointly and severaUy qipoint Ross Denson, or his legally 
designated successor, as their agent fiir die purpose of recdving and distributing the oonsidBration and 
receiving notices as provided fiv under die terms of. the Agreement AU notices and odier 
commiinirations to eitfaer party ahaU be deUvered as foUowa. 

fftoAdcLand: IftoOwners: 

Ark Land Compaiiy Ross Denson 
Attn: Preddeot 11 Ten Mile Creek Road 
One CityPlace Drive, Suite 300 AsUand, MT S9003 
S t Louis, MO 63141 Tdephone: (406) 784-6140 
Tdephone: (314) 994-2950 
Fax: (314)994-2940 

4. Aadpimeat. Tlie Agreement is binding vpon and shaU inure to die benefit of the paitiea 
thereto and thdr respective pennitted successon and aasigns. Ndther party shaU aasign the Agreement, 
or any rights or obUgatkms therein, widuut dw prior writteti consent ofthe other party,, which oonsent 
ahaU riot be unrBaaonably withhdd; provided, however, that Ark Land may osngn the Agreement Without 

10/28/2010 

82 



conaent to an a ^ a t e or in connecdon widi die sale of oU or substandaUy aU of ite assete hdd m 
coqunction with mimng operations proposed fiv or conducted in die vidnity of the Lands. 

5. No Wajver ^ M^i f i« r t i^ l U s Memonmdum is esceeuted fiv die puipose of placing of 
record nodce of thb Agreenunt and the tenns and provisions thereof. Nothing heidn sfaaU. nor dudl it be 
hdeipreted to, amend, modify or wuve any of the tenna and conditiona of die Agreement. AUcapilatized 
tenns used m dus Memorandum, not odierwise defined, shaU have die wieanii^ assigned in die 
Agreement 

6. ^eeeaa By Mffllf**'̂ ! TWiratment of Environmental OnaUty. Owners understand and 
admowledge that die Montena Dqiartment of Bavironmentel QuaUty and certain odier govenmmtd 
Ogendea may fiom time to time enter the Lands fiv die purposes of reviewing and inspecting the Date 
Collection Acdvides as contemplated tmder this Agreement 

7. Miscelloneoua. Tbe rigjite granted to Aik Land under die Agreement diaU run widi die 
Lands. 

IN WIINESS WHEREOF, die pardes have caused dus Memorandum to be ngned and executed. 

OWNERS ARKLAND 

Ark Land Company 

^ . 

Ross Denson Tide: ^ ^ ^ J e T ^ ^ ' f 
Otter Creek Coal, LJLC. 

lvye\ 

U J L 
By: 
Title: \AeM.fi^\JLJt ^ Ti^PSuJir 

Dennis Denson 
4hr 

iaa«/2oio 
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STATE OF WYOMING 

County of Sheridan 

Signed and adbiowledged befiirB me on dns R ^ dav of 

RniaiS^^loMvnBue ' 

t»J*%r»»»»i»%«<%»%»»» » * « * * * ' 

(SeaO 

day of Noveniber. 2010, by ROSS DENSON. 

i - 4 ^ 
.f^i-ftasH 

ri>pe or Rant Name] 

Noteiy PuUie fiv die State of Wyoming 

atSheridan«.wyDming 

d s r i o n e a n i n ^ g C ^ . 2 0 \ ^ . My 

STATE OF WYOMINO 

County of Sheridan 

- ) 

Signed and admowledged before me on dns . « ^ » -

^SSSn ^ f f wSnkn 
i MrOmiMnBiteiOaeMteXLaDia t 

(Sed) 

dayof Noveniber. 2010. by FAYE DENSON. 

pype or Flint Name] 

Notery PubUe fiv die State of Wyoming 

Residing at Shesidan, ̂ SQ̂ ommg 

My Gommissum eap i re s^^^ tdP* . 20\or 
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STATE OF MOWTAWA 

County of 

Signed and admowledged befivB me on diis 
DENNIS DENSON. 

, « ^ 
dayof. ,2010. by ROBERT 

tSSm « P WVnMO 

(Sed) 

riype or Print Name] 

Notary PubUe fiv die State ofMumiiuu ^ 

MvctflnHMMionaamirea \ M ^ r * ' ^ . 2 0 | ^ 

STATBOF flO ^ . f . l ^&t r , ) 

County oC^^^lL^fiafiiii. 

:s8. 

I COMPANY, a Dl 

ledged befive me on d u S j - J U ^ day a i V t o e i J i ioK^TQlO. by 
.known to me to be the / r ^ J S a e a t X of ARK 

coiporation. 

[Type or Print Name] 

Notaty PubUc fiv die State o f ^ / . f . J d f a / ' t 

Rasidinaat—^. M ^ r * ' C^^tmA.^ 

Myconmnsnonexpires f O j p y . w / ^ . 

1(̂ 28/2010 
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STATE OF / ^ x _i T^^r .' ) 

County of .SU 
ISS. 

^e4 . f t 

^ ^ Thuinsbnment was ad̂ ôwleilged befbre me on this. 
_ •A^_>l°iowntoiiietobetlie 
CREEK COAL, LJLC. a Ddaware Umited UabUity conqioî . 

day ofvf/^^^8«JBBK2Q10. by 
y y ^ r ^ ^ v ^ of OTTER 

(Sed) 

NotaryfitSgile. Ifolary Ssol 

My v»oiiiniiwwn wpwi octODwi Wi 3014 

m ^ 
^At,(./t 4 C/£^f^ 

(T^e or Print Nome] 

Notaiy PubUc fiv die State of/S£ijSi£*/'^ 

Redding a tV-y > L^jtj a C^OA. ^ 

Mvoommisrionexpires / O f p Y - " ^ f ^ 

10/28/2010 
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EXEaBITS 

PROSPECTING ROADS 

Access routes to drill sites have been located to minimize overland o^vel distance and avoid 

known cultural sites. It is not anticipated that new road construcdon or improvement of 

existing trails will be necessary. However, there has been significant erosion of existing 

trails, and many ephemeral drainages are deeply incised as a result of natural erosion. If 

improvement of an existing trail or access route is required to allow access by the drill rig 

and support vehicles. Otter Creek Coal, LLC will submit a minor revision application to die 

department showing the section of road affected, and provide documentation of sur&ce 

owner concurrence. 

Rood construction will consist of blading and windrowing "A" horizon soil (where present) 

and grading a temporary road surface. New temporary roads will be reclaimed at the 

conclusion of prospecting operations by respreading windrowed soil and seeding unless 

otherwise requested or approved by the surface owner. Improvement to existing trails will be 

permanent and any windrowed soil will be seeded. Minor surface disturbance requiring re-

vegetetion will be hand broadcast seeded at the rate of 30-35 bulk pounds per acre with the 

following seed mix in equal parte: Westem Wheatgrass, Slender Wheatgrass, and Thickspike 

Wheatgrass. 

As required by ARM 17.24.100692), any road improvement or construction will meet die 

requiremente of ARM 17.24.601 dirough 608 and 609(2): 

ARM 17.24.601: 

(1) Not applicable. 

(2) Not applicable (access and haul roads only). 

(3) Cut slopes, if required, will be no more than I v: 1.5h. 

H:\PROJECTS\OTRCRVPennittin^\Prospecting Pemiit\EXHIBrr 8 R«Mds.do« 1/6/2011 
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(4) Temporary erosion controls will be used during construction to control sedimentation 

and minimize erosion. These will consist of interception ditohes and sediment traps. 

(5) Any cut and fill slopes not reclaimed immediately will be resoiled and revegeteted at the 

first seasonal opportunity. 

(6) Roads will not cause damage to fish, wildlife and related environmentel values and will 

not cause additional contributions of suspended solids to stream flow or to runofl̂  or degrade 

the quality or quantity of sur&ce or ground water. This will be accomplished by locating 

roads in grassland areas to die extent possible, and controlling sediment. 

(7) Road surfacing material, if used, will consist of gravel or scoria. Temporary roads will 

not be sur&ced. 

(8) Not applicable. 

(9) The need for dust control on temporary roads or trails used only occasionally is not 

anticipated. 

(10) Roads will be reclaimed as required upon abandonment. Windrowed soil will be 

respread and seeded. 

(11) Not applicable. 

ARM 17.24.602: 

(I) Locations of̂  proposed roads will be identified by visible markings prior to the 

commencement of construction. 

H:\PROJECTSVOTRCR\Pemiittiii^U>rospecting Pemiit\EXHIBIT 8 Roods.dooc I/6/20II 
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(2) Inso&r as possible, roads will be located on ridges and flatter ground to minimize 

erosion. Crossings of ephemeral streams will utilize culverte as specified or fords approved 

by the department. Roads will not be located in stream channels. 

t 

ARM 17.24.603: No embankmente are planned; diis section is not applicable. 

ARM 17.24.604: REPEALED 

ARM 17.24.605: 

(1) Not applicable (access and haul roods and rail loops only). 

(2)Drainage ditches will be placed at the toe of any cut slope, and ephemeral stream 

crossings will not affect die flow or sediment load. 

(3) Ditches and culverte will be used where necessaty to assure adequate drainage. 

(4) For any roads to be used and mainteined for more than six months, ditches and culverte 

will be sized to pass safely die peak runoff from a 10-year, 24-hour precipltetion event. 

(5) Bridges are not planned. 

(6) Drainage pipes and culverte will be constructed to avoid plugging and prevent collapse, 

and minimize erosion at inlets and outiete. 

(7) Natural channel drainage ways will not be altered or relocated for road construction 

without prior approval ofthe department. 

(8) Unless a ford of an ephemeral channel is approved by the department a culvert will be 

employed; riprap may be used where an ephemeral channel is too shalkiw for placement ofa 

culvert 

H:VPROJECTS\OTRCR\Pemiitting\ProspeGting PomiAEXHIBrr 8 Roads.docx 1/6/201 i 
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(9) Vegetetion will be cleared only for the width necessary for road and ditoh construction. 

ARM 17.24.606: REPEALED 

ARM 17.24.607: 

(1) Roads in place for more than 6 months will be mainteined by scraping as necessary to 

maintein suitebility for travel. 

(2) Culverte will be mainteined as necessaty to assure their intended function. 

(3) Roads damaged by natural evente or equipment will be reconstructed or reclaimed as 

soon as practicable. 

ARM17.24.608: Not Applicable. 

ARM 17.24.609(2): Road construction, use and maintenance will be conducted to avoid or 

minimize damage, destruction or disruption of use of any existing &cilities. There are no 

known such &cilities in the prospecting area. 

H:\PROJECTS\OTRCR\PHiiiitting\Prospecting PemiitVEXHIBIT 8 Roads.do« 1/6/2011 
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EXHIBIT 9 

PROPOSED PUBLIC NOTICE 

Draft public notice to be published in the Powder River Examiner, Broadus, Montana, for four 
consecutive weeks upon determination by the Department that the application is administratively 
complete: 

NOTICE OF APPLICATION FOR COAL PROSPECTING PERMIT 

On January , 2011, Otter Creek Cod, LLC filed with the Montana Department of Environmentel 
Quality (DEQ) an application for a permh to prospect for coal on the Otter Creek Tracts near Ashland in 
Powder River County, Montana, using exploration drilling methods. On , 2011, DEQ 
determined the application to be administratively complete. 

The name and business address ofthe applicant is: 

Otter Creek Cod, LLC 
P.O.Box71S2 
Billings, Montana S9I01 

The area of the application is known as the "Otter Creek Tracts" located approximately five miles 
southeast of Ashland via U.S. Highway 212 and Montana Route 484. The area of the application 
comprises 19,836 acres including all or parts ofthe following Sections as shown on the map below: 

Twp.3S,Rge.4SE: Sections 23,26,27,34.33,36 

Twp.4S,Rgc.43E: Sections 1,2,3,5,6,7,8.9,10,11,12.13.14,15,16,17,18,20,21.22,23,24.25.26,27.33,36 

(Map showing Tracts 1, 2 and 3 with section lines and numbers, township and range, Ashland, 
highways U. S. 212 and Montana 484, Otter Creek and the Tongue River, with north arrow) 

The area is located widiin the Ashland, Willow Crossing. Coleman Draw, King Mountein and Yager 
Butte U. S. Geologicd Survey 7.5-minute quadrangle maps. 

A copy of the Application for Prospecting Permit is available for public inspection at the office of the 
Powder River County Clerk and Recorder located at the Powder River County Court House in Broadus, 
Montana, and at the offices of the Montana Department of Environmentel Quality located at 2001 11*** 
Avenue, Helena. Montana, and Airport Business Park IP-9,'1371 Rimtop Drive, Billings, Montana. , 

Written comments, objections or requests for informal conferences on the application may be submitted 
by any person with an interest that is or may be adversely afRscted to the Montana Department of 
Environmentel Qudity, P. O. Box 200190, Helena, Montana, 39620. Such comments, objections or 
requests must be received by the Department by , 2011, or within thirty days of 
the last publication ofthis notice. 

(To be published in the Powder River Examiner. Broadus. Montana, for four consecutive weeks upon 
determination by the Department that the application is administratively complete.) 
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Montana Departnient of 

ENVIRONMENTALOUAUITY Brian Schweitzer, Governor 

P.O. Box 200901 • Helena, MT 59620-0901 • (406) 444-2544 ,* www.deq.mt.gav 
February 2,2011 

Mr. Mike Rowlands, Director 
Otter Creek Operations 
Otter Creek Coal, LLC 
P.O. Box 7152 
Billings, MT 59101-7152 

Permit ID: X2011334 
Revision Type: None 
Permitting Action: Completeness Determination 
Subject: Permit Application X2011334; Completeness Determination 

Dear Mike: 

The Department has completed its initial review of Otter Creek Coal, LLC's application for 
prospecting permit #X2011334. Otter Creek Coal, LLC submitted an application for a 
prospecting permit on January 11, 2011. The prospecting permit would incorporate the three 
tracts within ̂ the Otter Creek development area, southeast of Ashland, Powder River County, 
Montana. Initially, the prospecting activity would be conducted within Tract II with 44 drill 
holes proposed. Otter Creek Coal, LLC has indicated that additional drill holes would be added 
through future amendments to the prospecting permit. 

Otter Creek Coal, LLC's prospecting permit application addressed all ofthe rules pertaining to 
submittal ofa prospecting application. Therefore, the Department finds that Otter Creek Coal, 
LLC's application for a prospecting permit X2011334 is administratively complete. Please 
proceed with publishing the Public Notice in a paper of general circulation in the locality ofthe 
proposed activity [ARM 17.24.401(3)]. The notice must be published at least once a week for 
four consecutive weeks. A 30-day comment period will follow the last date of publication. 
During the publication period and the required 30-day comment period, the Department will 
initiate its technical review and notify you ofany deficiencies. 

The Department has determined that an Environmental Impact Statement is not necessary and we 
will prepare an Environmental Assessment prior to issuing a final decision on the permit 
application. 
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Ifyou have any questions regarding the completeness determination or the Department's 
technical review ofthe application, please contact me. 

Sincerely, 

Chris yde.̂ SHpervisor 
Coal and Uranium Pro-am 
Industrial and Energy Minerals Bureau 
Phone: 406-444-4967 
Fax: 406-444-4988 
Email: CYde@mt.gov 

CY/sg 

Cc: Jeff Fleischman, Office of Surface Mining 
Gene Hay, Office of Surface Mining 

FC: Prospecting X2011334 (Pennit Application) 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

WASHINGTON, DC 20423 

TONGUE RIVER RAILROAD 
COMPANY, INC. 
CONSTRUCTION AND OPERATION 
WESTERN ALIGNMENT 

STB FINANCE DOCKET NO. 30186 
30186 (Sub-No.2) ^ ' ^ " 
30186 (Sub-No.3) 

CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that on February 17,2011,1 have caused a copy oftiie foregoing-

letter of Petitioners Northem Plains Resources Council and Mark Fix, to be served via United 

States Postal Service first-class mail, with adequate prepaid postage to counsel for Tongue River 

Railroad Company, Inc. as follows: 

Betty Jo Christian 
David H. Cobum 

Steptoe & Johnson LLP 
1330 Connecticut Avenue, N.W., 

Washington, DC 20036 

SIGNED and DATED at South Royalton, Vermont tiiis 17* day of Febraaiy, 2011. 

ENVIRONMENTAL AND NATURAL 
RESOUR^S:tAW CLINIC 

Patrick Parenteau, Esq. 
Jack Tuholske, Esq. 
Environmental and Natural Resources Law Clinic 
Vermont Law School 
P.O. Box 96, Chelsea Sfreet 
Soutii Royalton, VT 05068 
(802)831-1305 
pparenteau@vennontlaw.edu 

Counsel for Petitioners 
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