
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) 

February 17,2010 

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

/. • < ^ T ' ' » ^ \ '\ 

Re: STB Fmance Docket No. 30186 (Sub No. 3)* Tongue River Railroad 
ENTERED 

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

Note: The Attachments to This Filmg Contam Color FEB 23 2011 

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

("Northem Plains") to reply to the letter dated February 4,2011 Scom Betty Jo Christian 
and David H. Cobum, attomeys for Tongue River Railroad Company, Inc. (TRRC) 
regardihg the captioned matter. The February 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 Memorandum 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 Plains would make three brief points. 

First, Judge Hegel's mling on motions to dismiss is not a decision on the merits 
and it is much too early to speculate on what the final 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 Coal LLC) are proceeding apace to develop the 
Otter Creek mine. On January 10,2011, Ark filed an application for a prospecting 
permit. A copy ofthis application is enclosed as Exhibit A. The cover letter to the 
applications states: 

^ Partof 
Public 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 incltides 44 proposed drill sites in the area of anticipated mining on 
Tract 2. 

On Febraary 2,2011 the Montana Department of Environmental (Quality (MDEQ) 
issued a "completeness determination" certifying that the application met all regulatory 
requirements and was "administratively complete." A copy ofthis determination is 
enclosed as Exhibit B. MDEQ also authorized Otter Creek Coal LLC to publish a public 
notice providing for a 30 day public comment period on the application. DEQ further 
determined that that "an Environmental Impact Statement is not necessary and we wdll 
prepare an Environmental Assessment prior to issuing a final decision on the permit 
application." Given normal processing time a prospecting permit could be issued, within 
four months and work could begin as early as this Fall. 

Second, in its brieif 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 Coal, 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 environmental laws that may be 
enacted in the future, so long as property rights conveyed by the lease are not 
impaired." (Emphasis added)). Ark paid 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 all 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 appeal before the Ninth Circuit takes the following position: 
"As relevant here, that review [in TRR III SEIS] included anticipated coal 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 
of this statement, but regardless of whether the characterization of the 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 



infonnation. In all ofthe TRR EISs the Board recognized the potential for cumulative 
impacts fix)m coal mines to be served by the railroad, including theimpacts fiom the 
Otter Creek project should it ever materialize. That day has anived. 

The Board retains the authority to require a supplemental EIS to consider the 
undeniably significant impacts fi-om the mining itself as well as the climate change 
impacts of coal combustion. Indeed, the Board recently agreed to reopen this proceeding 
to revise the Programmatic Agreement imder the Section 106 process under the National 
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 Plains respectfully requests that the Board promptly grant 
the petition tp reopen. , 

DATED: Febraary 17,2011 > Respectfully submitted, 
South Royalton, VT 

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

Counsel for Petitioners 

I, Patrick Parenteau, declare under penalty ofperjury that the foregoing is trae and 
correct.-Further, I certify that I am qualified and authori^ed^e^le thispleading. 

Executed on Febraary 17,2011 By: \^^^•y~^•^t^ /^U.^«<^^gctv 
Patrick Parenteau, Esq. 
Counsel for Petitioners 

cc: All Parties of Record 
Teresa Erickson, Northem Plains 
Jack Tuholske, Esq. 
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IMAGED « , ea^„ 
Simpson & Associates, LLC JAH 1 J pM i 
P.O. Box250 nc:r\ 
Clancy, MT 59634 * - Q / / E A / I B 

406-933-5384 

January 10,2011 

Mr. Chris Yde 

Coal Program Supervisor 
Industrial and Energy Minerals Bureau 
Montana Department of Environmental Quality 
P. 0.80x200901 
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. We^are 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 t ime. 

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, 

David W. Simpson 

I 

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

^ 9 e C A ^ - c ^ - * S ! : $ ^ 



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. Box7152 
Billings, MT 59101-7152 
Mike Rowlands, Director̂  Otter Creek Operations 

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

Instructions: See rules 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: (Refer to maps, drill holes, excavations, etc.) 

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 rules and regulations). 
2. Reclamation and revegetation bond (see rules and 

regulations). 
3. Detailed prospecting reclamation plan to include 

method of reclamation and revegetation. 

W/l 
NOTARY: 

Subscribed and swpm to before me this O day of^ 

(SEAL) < = ^ f i m 0 ^ l i ^ 
4{clPm 6aJole-

My Commission expires 

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

in the prospecting plan. 

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

SIGNATURE OF APPLICANT 

William M.(Mlke) Rowlands 
TYPED NAME 

Director. Otter Creek Operations 
TITLE 

DATE: y ( m t i f .<, r^O// 

H:\PROJECTS\OTRCR\Permitting\Prospectlng Permif\Application Fonn.doc REVISED D1/08 
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IMAGED 

OTTER CREEK COAL, LLC 

APPLICATION FOR PROSPECTING PERMIT X2011334 

O T I l l R 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 

I JANUARY 10,2011 
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APPLICATION FOR PROSPECTING PERMIT X2011334 

OTTER CREEK TRACTS 

POWDER lUVER 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 m 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 I.S 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 Prospecting 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 permit 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 
Attn: Mike Rowlands 
Phone: 406-245-0990 

H:\Files\OTCCLM0068\Prospecting PennitM_10_2010_Prospect_Peiniit_Application.(loc 1/10/2011 
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Representatives ofthe Applicant who will be present at and be responsible for the 

prospecting are: 

Ark Land Company 
1 City Place Drive, Suite 300 
St. Louis, MO 
Attn: John Middleton 
314-954-8870 

Pronghom Geologic Services 
P. 0 . Box 4344 
Gillette, WY 82717 
Attn: Glenn Miller 
307-682-8254 

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

Simpson & Associates, LLC 
P.O. Box .250 
Clancy, MT 59634-0250 
Attn: 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 

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

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

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

such characteristics are identified during the course of prospecting 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 plaimed 

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\OTCX:i.M0068\Prospecting Pennit\I_tO_20IO_Prospect_Pennit_Applicaiion.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 docimiented 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 function of topography, soils, climate and land use. Topography and soils vary j&om 

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 simuners (temperatures may exceed 100*1̂ ) and cold 

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

inches, with most fidling as rain fi-om 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 ymvper XJuniperus 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/mFish/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 fix}m 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\l0068VProspecting Pefmit\l_IO_2010_Prospect_Pennit_Application.doc 1/10/2011 
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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 fix)gs) 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 reqiiire 

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 lizards and seven snakes) occur in the 

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

http://fieldpuide.mt.gov/displavClasses.aspx?Kingdom=Animaliay All could be present in 

the habitats ofthe Project area. 

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

and availability, and by seasonal use (i.e., migrants, breeders, winter residents, etc.). 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 {Tympanuchus 

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 (buds 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\i0068\Prospecting Pennit\l_IO_2010_Prospect_Pennit_Application.doc 1/10/2011 
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virginianus), mule deer {Odocoileus hemiona) and elk {Cervus carutdensis), while others 

such as the moimtain lion {Puma concolor) and black bear {Ursus americanus) may occur 

occasionally. 

The Otter Creek Project area and surroimding 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 tmder the Endangered Species Act (ESA), 

available at 

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

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

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

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

River Coimty. Interior least tems 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 

fhttp://www.fws.gov/mountain-prairie/species/mammals/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 

ludovicianus) 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 moimtain plover {Charadrius montanus ) for listing as 

threatened under the ESA fhttp://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 fi'om 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 construction 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 firom cultural resource surveys are also shown on 

Exhibit 1 

(?) 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 surface 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; 

future 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 truck. 

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 tfaen be rotary 

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

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

by a water truck and support vehicle(s) (pickup trucks) as required for drilling personnel and 

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

and anticipated depth. 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 fix>m tfae surface. A 

magnetic marker will be placed in tfae 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 construction 

of drill pads will not be required. 

(vii) Road construction, 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 surface and subsurface estate owners is included in Exhibit 6. Coal 

ownership is indicated on Exhibit 1. 

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

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

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

inspections necessary to assure compliance with the Act, applicable, rules and pennit 

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 future by revising this prospecting plan, with 

schedules to be deteimined at that time. 

(0) Measures to be taken to comply witfa perfoimance standards are addressed in response to 

tfae specific requirements. 

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

througfa and after the proposed prospecting disturbance. 

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

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

ARM 17.24.1002 

The infonnation required in ARM 17.24.1002(1), (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 facilitate 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 tfae area. A need for environmental monitoring is not 

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

related to tfae 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 faoles 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 fh>m drill holes; 

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

mixing; 

(c) Prevent aquifer contamination by surface 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 faoles will be abandoned in compliance witfa tfais section. 

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

requirements of section (c) above. 

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

prospecting. 

ARM 17.24.1006 

(1) Vehicular traflic 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 / construction and reclamation procedures are described in Exhibit 8. 

Drill hole sites will be located to minimize overland travel fix)m existing roads and trails. 

(3) Use of existing roads will comply witfa 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, tfae 

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

vegetation will be hand broadcast seeded at tfae rate of 30-35 bulk pounds per acre witfa 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 M îen no longer 

needed. 

ARM 17.24.1011: Drilling of prospecting holes will be conducted to niinimize disturbance 

of tfae prevailing hydrologic balance. 

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

will be disposed of as accordance witfa tfais section. 

ARM 17.24.1013: Drilling of prospecting faoles will comply witfa 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 construction 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 otfaer fluids will be confined to tfae site. 

(5) Refuse from well drilling will be disposed of as reqtiired 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 
OtterCreek Coal, LLC Prospecting Permit Application X2011334 

Site I.D. 
037 
041 
P31 
P33 
P3S 
P39 
P43 
P47 
Q29 
Q33 
Q37 
041 
045 
Q49 
Q53 
R27 
R31 
R35 
R39 
R43 
R47 
R51 
S2S 
S29 
S33 
S37 
S41 
S45 
S49 
353 
T27 
T31 
T35 
T39 
T43 
T47 
T51 
U4S 
U49 
U53 
V47 
V51 
W49 
X51 

4S 
48 
4S 
48 
48 . 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
4S 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 
48 

Range 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
4SE 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
4SE 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
4SE 
4SE 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
45E 
4SE 
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 
SEY* 
SEV* 
SEVl 
NEV. 
NEK 
SEy. 
NW/« 
SWJ4 
SWY* 
Nwy« 
8W% 
Nwy. 
SW/« 
Nwy« 
SWVi 
NWV* 
SWVi 
Nwy« 
m m 
sw/« 
m m 
Nwy* 
HEY* 
SEV* 
Nwy« 
SEY* 
HEY* 
SEY* 
NEy* 
SE% 
HEY* 
SEY* 
SEY* 
NEY* 
SEY* 
NEY* 
SEV. 
8Ey. 
Nwy. 
SEY* 
Nwy. 
NWK 
NWV. 
NEy. 

Projected 
T.D.(fl) 

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 incorrect. 
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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 HSH 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 - OtterCreek Coal, LLC Praspedlng Pennit AppUcation X2011334 

3S21-94 Business Loop 
P.O. Box 1630, Miles City, MT S930I 

Telephone.(466)234-0921 - t a x (406)234-4368 
e-mail iensi^n(8?mr.gov 

Mr. Duvid Simpson 
Simpson & Asbocialcj LLC 
PO Bo* 250 
Clancy. Ml 59634 

Dtuir Duv'C. 

Moniana Kish Wildlife & Parku Region 7 wildlife siafl'havc reviewed the nurrativc 
description orsigiiiiltiunt fish and wildlife species and habitats.'including rare and endangered 
species, in ihc general area oflhe proposed Otter Creek Project propo-scd mine area. Staff fell 
the nairative description was accurate and Ihat the proposed prospecting drilling aciivily would 
have litile or no adverse impact on endemic flsh & wildlife-species ur their habitats in the Project 
area. 

Of intcresi is une historic sage grouse lek (1*0 -I S in MKWP Ick database) in the vicinity 
al'ihc Projuci area, located in 1981. was last rechccked in 2001 with nu activity noted. Also 
prairie dog towns do exist in the Project area,-the majority of which are towards the northern 
end. There currently arc no mountain plover observations in Oder Creek. Given thai there arc 
active pruiric dog colonies, the potential of players using the urea cannot be ruled out. Piairic 
falcon aeries (un clifT faces) are known to .oc.ciir adjacent lo the Project area. 

Should you need any further assistance or have any other questiuns wu may be able to 
help address du nul hesitate to conkici me or any ofthc Region 7 stafT'. 

Juhn linsign 
Region 7 Wildlite Manager 
01/04/2011 
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RMP. The Lands sectioia ofthe RMP dearly indicates that these mineral estate disposal actions could 
be contideied separately from the sur&ce estate. 

4 Afirr*i!iilFrff«ipnp*"* 

Lands 

Tlie Otter Creek tracts are located within Powder River County in southeastem Montana, within the 
Otter Creek drainage, a tributary of die Tongue River, and are located approximately six air miles 
southeast of AsUand, Montana. The Otter Creek tracts also lie approximately four air mSes of the east 
boundaty of the Northism 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 lights. Surfiue ownership within the 
tracts isappronmately 82 percent private, 10 percent State of Montana and the remaining 8 percent is 
administered by the Bureau of Land Management (BLM). The Otter Creek tracts are not located 
wilhm or adjacent to any Wiklemess Study Area (WSA) or Area of Critical Environmental Concem 
(ACEC). 

Approximaiely 7,623 acres of Federal mineral rights are tocated within the three tracts. These Federal 
mineral rights be nostiy under private surfiice ownership (6,026 acres), wiih 1,S97 acres occurring 
under surface hnds administered by tbe BLM. The private suriace ownetdiip inchides 10 different 
landowners, fijgure 1 provides a detailed view of the tocalion of the Otter Oeek tracts and of hmd 
ownershqi. 

Three classes of mineral rights exist in the Otter Creek uacts: 1) all minerals, 2) coal and oil and gas, 
and 3) coal only. Neariy 72 percent of the Federal mineral right acres include rights for all minerals. 
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while 28 percent inchide mineral tights fbr coal only. Federal mineral rights limited to coal, oil and gas 
occur on 40 acres. A legal description of die Oner Creek tracts is included in Appendix B. Table 1 
provides a detailed breakdown of Federal mmeral rights and sorfue status by tract for the three Otter 
Creek tracts. 

Table 1. Federal Mineral Rights 

Traa i l ^ 

Traaff2 

Tna«3 

TOTALS 

1.Total 
Actes 

5,736 

7.703 

6397 

19J36 

ZNm-
Federal 
Sutes 

Acta will! 
NbD^^edenl 

Mineal 
Righa 

3,819 

4399 

3.79S 

12,213 

for die Oner Creek tracts. 
3. Private 
Suftce 

Acres with 
T*m . In m t 

rcacrai 
CbalRishis 

640 

1.160 

310 

2,110 

4. Priviie 
Surftoe 
ACKS 
with 

Bedend 
Coal.OftG 

RigUs 

0 

40 

P 

40 

S. Private 
SnAce 

Aoeswilb 
A l l FedenI 

Minetal 

Rights 

1377 

1.080 

1319 

3376 

6. Total 
Prime 
Sorbce 

AoecwiUi 
^ • - - • 

roocni 
Mineral 
Rlghu 

(cohimns 

1317 

2.380 

1339 

6.026 

7. Federal 
Suface 

ACRS with 
reoeni 
Mineral 
Rlghu 

r 

0 

824 

773 

1397 

8. Total Acres 
or Federal 
Mineral 
Rights 

(oolainns6f7) 

1,917 

3.104 

2302 -

7323 

Air Quafity and Climate 

The dunate bf the area is classified as a seoiiarid cool steppe, where evaporation exceeds precipitation, 
widi relatively short warm summers and longer cold winters. Prevailing winds occur from the 
southwest, but focal wind condidons reflea channelhig down the Otter Creek vaDey due to the adjacent 
leriain. Air quality cooditfons in the area are very good. Reladvely tow air pollutant concentrations are 
a result of bmited industrial air polhition and favorable atmospheric dispersion. Site-specific air qualhy 
moniloring has not been conducted m the area. However, the lack of significant polhition sources 
probably means that existoig air quali^ 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 
Noithem Cheyenne Tribe has designated its hnds to die west of the Otter Creek area as a Qass I au-
qualityarea. The Oow Reservatton further west is classified as a Class II area. 

Cultural and Historical 

v_ 
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Cultural resources widiin the area rqueseot human tycupation throughout tbe prehistoric and historic 
periods. Siie-spedfic inventories on die| Otter Opedc tracts have not been conducted. However, 
cobmal resources rehtnig to the prehistoric peiiod in the goieral aiea consist of a wide variety of shes 
inclutfing; scatters of flaked m l ground stone took, hi»rths and Olher a m p ddiiis, wooden 
other evidence of domestic structures, rodt shelters and caves, game traps and kiD sites, and odier 
features. Cultural resources associated widi the historic peiiod consist of homesteads, hisraric traib, 
todian war pertod batth sites, ranch devdopinents, and Native Anetuai sites representalive of 
cbntiiming occupaiton diroitghout historic tunes. No cultural resource-rehted ACEC have been 
designated by BLM in die Otter Creek area. 

G e o k ^ and Minerals 

The Otter Creek tracts are widiin die Missouri Phteau division of die Great Plains pbystogr^hic 
province. Moa of die area consists of flat to gendyroOiitg ridges or ujAuids. EiosiDnatoitg the edges 
ofthe uplands has occaakmaDy formed steep-sided gullies or coidees. A dendritic dramage pattem 
exists diat flows generaUy soodi to east into Otter Qeek. Elevatnns range from 3,040 fieet to 3,420 
fieei'above sea level. To the soudi ofdie Otter Credc tracts Ges the Custer National Forest, whiiA is 
veiy rugged, forest-covered highland. Tbe Fbrest foims a dvide between die Otter Creek and Tongue 
River watersheds. 

The Powder River Basin, in which the Otter Creek tracts are tocated, produces smaO amounts of ofl 
and veiy small amounts of cooventtonal natural gas from shaOow reservoirs. There are no ofl and gas 
leases or productton on the Otter Credc tracts. 

Coal bed methane (CBM) gas is considered an uncbnventtonal Iqidrocarbon resource in die Powder 
River Basin, indudmg die Otter Creek area. CBM is considered a prospecdve resource firom the Fort 
Unton FormaUon coal beds m the (Xter Creek area. 

Several coal seanis underlay the Otter Creek area, however, on^ the Knobtoch seam is present In 
suffident thidmess and at a sur&ce-mineaUedqith. The KnoUoch seam ranges from S9 to 72 Ibel m 
diickness withm the Otter Creek tracts. If this coal were leased, tfae Federal government would recewe 
a royalty from any coal productton. The State of Montana wouU recdve SO percent of the royalty 
receipts from any leased fisderal coal 

Coal from the Knobloch seam is tow-sulphnr coal classified as Sub-Utununous C Coal of diis quality 
is dearaUe for the generatton of dectridty because of its tow sulfiir contenL These coal resources are 
not cunently leased. Devetopment ofthe coal at diis time is considered speculative because die Otter 
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Creek area wouM require devdopment of new infrastmcture to support a mme. The time frame and 
economics associated widi potential cod devdopment of these properties is therefore highly uncertain. 

Constnicdon mineral materials are generally present in the area and mchide sand and gravd, scoria, 
conunon day and crushed common stone. There are no existing BLM mineral materid permiis nor 
nutdng claims for beatable minerals on the Otter Credc tracts. 

Hydrologic Resources 

Suriace water is die primary source bf water for uses in die area. GeneraDy water qnality is good. 
Surfooe water flow varks with die seasoa The Otter Creek is a tributary of die Tongue River, which 
flows north-oordieast into die Ydtowstone River. 

Otter Creek has been identified by die State of Moniana as an '̂ impaired waterbod/* ui need of water 
quality resioratton. This designatton is m response to die requiremeus of Secdon 303(d) of the Federal 
Chan Water Act. Water quality degradatton results from agricdturd uses, road and brklge 
constructton, land development and naturd sources. 

Groundwater quality and quantity are variable with die primary water quality issue bdng salinhy. The 
primary bedrock aquifers are die sandstones and coal beds of die Tertiary Fort Uraon Formatton. 
WeDs widun the Fort Unton Formatton may produce as much as 40 gpm, but yieUs of 13 gpm are 
more typical Water is generally suitable for Bvestock purposes but may not be sukable for irrigatton. 
Totd dissohred soOds concentrations range from 500 to 5,000 mg/L 

Water rights m'Montana' are the jubject ofthe Mohiana Water Use Act and water rights are bdng 
adjudicated on a waterdied basis. The Tongue River watershed, inchiding the Otter Credc waienhed, 
has not yet been faXiy adjudicated. Of particular unportance to residents in the area and adjacent 
landowners, including the Northem Cheyenne Tribe, is the protectton of surface water and groundwater 
in the vicinky of cod mines and foture potentid cod bed methane devdopmem. The Crow Indian 
Reservatton is generally located m the Bighom River watershed further to the west and is not affected 
by surface water or groundwater issues to die tower Tongue River and Otter Creek watersheds. 

Palcontologicai Resources 

Fossil-bearing rock units underUe die Otter Oeek area and include die Fort Union Formation. The 
fbssU recoid from the Fort Union Formatton contains evkience of ancient environments that include 
streamside swamps, bouondands, and well-established river courses. Fdl withto ancient river ehannds 
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contains Aissils of fresh water dams and snails. Other units of die Fort Unton Formation contam fossils 
of turtles, fish, reptiles, and mammals. There are no FederaVBLM designaied paleontotogicd ACEC 
or Nationd Naturd Landmarics for paleontotogicd resources to the vtomity ofdw Ouer Creek tracts. 

Vegetation 

The shmbhnd vegetative community is die doimnant vegetation type to die Otter Creek area. This 
vegeiatton type is characterized by shrub covers greater than 15 percent and forest cover less than 10 
percent. Important shrabs include severd species of sagebrush and others such as bitteibrush, creepmg 
juniper, greasewood, mountam mahogany, rabbkbrush. and shadscde. The shrab communky is 
associated with a con^lex understory of grasses such as bhiebunch wheatgrass, Uue grama, Idaho 
Gescue, needk and thread, and westem wheatgrass. The adjacent upland forests of die Custer Nationd 
Forest are predominatdy a ponderosa pine forest with a shmb bndmtory. No federally listed 
dueatened or endangered plant spedes have been identified to die Otter Creek area. 

WildUfe 

The diverse topogr^hy and vegetative communkns m the area provide habitat for a wide variety of 
wfldfife. Big game species common withto die area include miile deer, elk, and white-tailed deer. Some 
of die more commoii predators include coyote, red fox, raccoon, badger and suiped skunk. Black 
bear and mountam Iton may also occur to the generd area. Inventories indicate diat more than 250 
species of Inrds occur to die area. Approximate numbers of species include 32 waterfowl and rdated 
species; 33 shore and wadtog birds; 18 diumd and 11 nocturad raptors; 8 species of galltoaoeous 
birds; 8 woodpeckers; and 137 songbirds, includmg many neotropical migrants. Otter Creek is not a 
designatisd fisheries management Stream, although Otter Creek has a moderaie fisheries resource vatoe 
and approximately 20 fish species have been klentified. Abundam and common fish species in the 
downstream sectton of die Tongue River todude die shovetoose sturgeon, goldeye, common carp, 
emerald shtoer, fathead minnow, flathead chub, longnose dace, river carpsucker, tongnose sucker, 
white sucker, shorthead redhorse, channd catfish, stonecat, and sauger. Federdiy listed threatened, 
endangered and proposed for Ustmg species diat may be found m the Oiier Oeek area toclude the 
mountam ptover, bakl eagle, and black-footed ferret. 

Sodo-Eoononncs 

The popuhtion of Powder River County is largely rural Longtime resuknts often want to see 
continued toed control ofthe hnd without toterference irom outskle agencies or groups. There ore 
some difiierences to attitudes toward energy devdopment to die area and tensnns arise firom the desue 
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for new devdopment to support die often stagnant rural economies and the concem that such 
devetopment couU haim the environment and the lifest^e quditiBS of die area. 

A portion of die population to die area is also Native American. They generally want to preserve many 
ckaexes of thdr hnitage, express stroiig connections widi die natural environment, and often do not 
wish to become homogenized into the non-Indian cdture. At die same time, some tribd mendiers wish 
to pursue the devetopment of energy resources for thdr long-tenm socid atid economto benefit. 

The popuhtion of Powder River Covaay decreased from 2,090 to the 1990 census to 1,858 to die 
2000 census, a 1.2 percent negative annud growth rate. This compares to a State of Montana average 
annud positive growth nte of 1.2 percent over die same period. Data on laoe and ethmci^ from the 
2000 U.S. Census indtoates diat the Powder River County popuhtton is 97.4 pereent. white, with a 1.8 
percent Native American popuhtion. Rosebud County which is tocated west of die Otter Oeek tracts, 
indudes part ofthe Nordiem Cheyenne Reservation, and has a 32.4 percent Nadve American 
popuhtton. Bighom County whtoh is tocated funher to die west of die Otter Creek tracts and induiles 
part of dw Nordien Cheyenne Indian Reservatton and die Oow Indian Reservatton, has a 59.7 
pereent Native American popuhtion. The percentage ofdw populatton of Powder River County betow 
tbe U.S. Census Bureau poverty thresluikl is 15.3 percent, whfle 26 percent of the tribd members of 
the Nordiem Qieyenne Trflw and 38 percent of the tribd members of dw Crow Tribe who are 
emptoyed are betow U.S. Heddi and Human Services poverty kveh. 

Emptoyment 1^ sector of dw todostty for 1998 todicates dial Powder River County is 33.8 percent 
fbrm emptoyment, 37.9 percem non-farm emptoyment, and 28.2 percent govemmem empbyment 
(U.S. Dqiannwnt of Commerce). The per capita income for Powder River Coun^ to 1998 was 
$16,314', only 76.8 percem of the'average per capita income for the Statie of Montana (Bureau of 
Economto Analysis). The average unemployment rate to Powder River County tocreased firom 2.4 
percent in 199S to 3.0 percent to 2000. However, surveys by the Bureau of Indian Afiiairs indicate that 
71 percent of dw Northem Cheyenne and 61 percent of dw Crow Tribe labor force is unemployed. 

Northern Qusyenae Reservation 

The Northem Cheyenne Reservatton lies west of the Otter Creek tracts and occupies about 445,000 
acres to Big Horn and Rosebud Counties. The Tongue River forms the eastem boonda^ of dw 
Reservation. ^n>">ximatdy 4,212 Nordiem Cheyenne live on or near the Reservatton. The 
cbmmudty of Addand, Montana is the nearest communky to the Otter Creek tracts and is tocated on 
dw Tongue River adjacent to dw Reservation. Approximately 500 tribd members live to Ashhnd. The 
current econonqr of the Reservation is primarily based on livestock productton; indhndud trflnl 
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membeis own an estimated 12 to 15 thousand head of cattie. The Tribe has approximately 27,000 
acres of reservatton lands presentiy under cultivatton, dwvast nugori^ of which is dryland fermtog (Le., 
hay, udwat, bariey. and snoU grains). In addition to agriculnire, dw Trflw has devetoped several 
seoondaiy sources of income indudtog construction, timber barvesttog, smaO business, light 
manufacniring, and casino gaming. The Reservatton provkles diqwrsed outdoor recreaiton indudtog 
hunttog, fishtog, hfldng. horsdiadc riding, and phnl and beny gadiering. Hunting on the Reservatton by 
non-tribd members is not penmtted. 

Cod deposits from the Fon Unton Formatton, estimated at 16.3 bfllion tons, exist beneath the entire 
Reservatton. Severd cod leases on the Reservatton were canceled to 1978 by Congress, at the 
request of the Trflw, to respond to concems regardiitg the polittod, economto and environinentd 
soverdgnty ofdw Tribe. Since that time, the Northem Cheyenne have overseen thdr energy 
devetopment cautiously. The Reservation does not have ai^ known ofl or gas fwMs. Hydrotogicd 
resources on the Reservatton consist of surface water flow from severd rivers and thdr assochted 
tributaries, and dw productton of groundwater from a vaiw^ of geotogic formations. The Tongue River 
and Otter Oeek watersheds Iw adjacent to tiw Reservation and are of concem to the Trflw. 

Indian Trust Assets (ITAs) are assets such as lands or minerals heU to trust by dw federd government 
on behalf bf Indian bibes or indhodnals. The Department of the lotertor has an obligation to protect 
Indian Trust Assets and to consider the anttoipated efikcts on ITAs to jdanntog, decidtog, and 
implenwnttog acttons by the fisderd government The ITAs klemifiBd for the Northem CSwyenne Tribe 
are the Tribe's Reservation lands. Tbe Nordiem Cheyenne Tribe also has existing water rights held to 
trust by the Umted States. These water rights todnde both suiface water and groundwater rights 
needed for the protectton and devdopmem ofthe Reservatton. The Northem Cheyenne have ' 
successfully negotiated a water n'ghts compaa widi the Slate of Montana and own a aignflicant amount 
of water to the Tongiu River Basto, todudtog a principd portion of the Tongue River Reservoir. 

Crow Reservation 

The Oow Reservation is located west of the Northern Qieyenne Reservatton and is forther removed 
fitim the Otter Ciedc tracts. Tfae Oow Reservatton boundary is common widi the westem boundary 
of the Noithem Cheyenne Reservation and is kicated primarily withto the Bighom River watershed 
which is fiirther west No further descriptton of dw Crow Reservation resource vdues or trust assets is 
needed to address the issues associated with dw Otter Credc tracts. However, dw Crow Trflw codd 
be affected by competitton to its existtog cod mtoe if cod was devetoped to dw Otter Creek tracts. 

5. Consequences ofthe Proposed Action and Alternatives 
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State of Montana 
COAL LEASE 

IIS4S9 
Aamdfd 11010009 

ifa C-1103-10 

THIS LEASE fa made and tntered into between die State oTMciilana, by and througli to lawfiilly qualifiod and 
acting Board oT i M d Comniiuioneii, hereinafler icleiied to as "Lcsiai^, and 

Ark Land Coinpany 
I City Place Drive, Suite 300 
S L U u i s , M O 63141 

heieinafter icibied to u ' l « a e e ^ under and punuant to die authority granted l<eHor by the tenns and provisions or 
Title 77, Chapter 3, Fait 3, MCA, and all ads amendatoiy theteorand supplementary thereto, and all luks adopted 
pursuanl diereto. 

r r IS MUTUALLY UNDERSTOOD, AQREEO AND COVENANTED BY AND BETWEEN THE PARTIES 
TO THIS LEASE AS FOLLOWS: 

1. GRANTING CLAUSE. The Lessor, bi consideration oHhe rants and iqyahies to be paid and die conditions 
tt be observed as herainafter set fbrdi, does heral^ grant and lease to dw Lessee, (br die puipose of mining and disposing 
of coal and oonitiiictmg all such works, buildings, plants, stnicniics and appliances as tmy be necessaiy and convenieat 
to produce, save, cara fbr, dispose of and remove said coal, and for the reclamation diereafter, all die lands herem 
described as followc 

Land Located in: Tawnihin 3 Soi|i*-, B^nnt 1? Rflll County: Powder River 

Description of land: Section 26: All 

Total number of acres, mora or less, 640.00 .belongfaigto . Common Schools Gnnt. 

All rights granted to Licssee under this Lease are comingeni upon Lessee's compliance with die Momana Strip Mine 
Shing Act and Uie Montana Strip and Underpound Mine Reclamation Act CTItle S2, aiapter4. Pans i and 2, MCA) aad 
upoo Lessor raview and approval of Lessee's mine operation and reclamaiion plan. The rights panted under diis Lease 
ara ftiither subject to agency responsibilities and audwriiy under the provisions of die Montana Environmenlal Policy 
Att. 

2. EFFECTIVE DATE AND TERM. This Lease lakes effect on Maich I I , 2010 and is gmffled b r a 
primary term often (10) yean and so long diereafter as coal h produced from such lands hi commereial quamhies, 
subject to all ofdie tenns and conditions herafai set fiirtfi. A lease not proAicingeoal in commereial quantities at dw end 
of die primaiy term sfaall be lenninaied, unless the leased Imds are described bl a sirip mine peimit issued under Section 
12.4-221, MCA, or in a mine s in location pennit issued under Seetion 12.4-122, MCA, pnor tt dw end of dw prinwy 
teim, and dw lease shall not be lemiinaied so hmg as said lands are covered and described under valid pcnniL 

3 . LEASE EXTENSION. The Board of Land Commfasionen msy grant reasonable eatemlens oftfw primaiy 
t e m ofdifa Lease upon a shownra dial Lessee, despite due care and diligenoe, fa or has been direct^ or indirectly 
prevented from explorbig, developnig. or operadng diis Lease or fa direatened widi silbstantial economic loss due tt 
lidgatkM regaiding difa Lease or anodier lease in dw same strip muw permit or mine site hication pennit held by the 
Lmee , stale compliance wldi dw Montana Enviionmeniat Policy Act, or advene conditions caused by naiwal 

4. RIGHTS RESERVED. Lessor expreHly reserves dw ttght to sell, lease, or odwiwise dfapose of any 
huerest or estate in dw lands hereby leased, except dw mterest convofedTby dito iMse; provided, however, dial Ijessor 
herelw agrees dial aubseqaeiit sales, leasee or odwr dfapositions of any bitwest or estate in Uw lands hereby leased shall 
be subject to dw teims ofdifa Lease and shall not biterlere widi dw Lessees possession or rights hereunder. 
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5. BOND. Lessee shall imnwdtately upon dw execution ofdifa Lease fiimfah a surety bond in dw amount of 
S2,000, conditioned upon compliance wbh the pnivisions of this Lease, or, bl the option of dw liessor, a cash deoMh fai 
the amount of S2jl)00, or an iiRVoeAk letter of credit bl a Ibnn a m o w d by Lessor drawn imm a^ 
samaammiM. All rentals, royalties and interest must be paid and all disnnfaance must be reclanned to dwsatfafketion of 
Lessor piftir to release ofany bond. Additional bondbigm^berequired,orieducedbondmgallow6^whineverl4asor 
determines it fa necessaiy, or'sufRclent, to ensure'compliance widi dds Lease. 

6. RENTAL. Lessee shall.pay Lesior annually, hi advance, ftir each acre eriitcrion dwreof covered by dus 
Lease, begfaamg widi dw date difa Lease takes etfect, an annual money rental orS3 JO per acreL Renal terms are sutijeci 
tt readjusmwnl as provided m Paragraph 8, bul in no case shall it be less than two (2) doltan per acre. 

7. ROYALTY. Lessee ihall pay Lessor in money or biMnd at Lessoi^ option a royalty on evciydion tan 
C2,000 poiinA) of coal'mined and pradiioed.dijring dw leiin ofdifa Lease,' cakubled upon dw TMA. mbw price ofdw 
coal prepared for shipment, including taxes based eii production or value. ljesaeeshallpayaroyidtyari2.SHinoncaal 
remtive^ by strips surface, or.aii|Kr mbimg iticdiods.and a rayahy'Of lOH fiir coal removJMl by m t u t f o m i mming 
methods. RbyalQf t ems a n subjeel tb review and rmyuslnient as prevhied in Paragraph I , but in no case Aall dw 
niyal^ for dw ooal-mbwd be leas dwn tea (10) percent ofdw Co J>. price of a ton prs|Hred fiir ihipmenL 

a READJUSTMENT O F RENTAL AND ROYALTY TERMS. The Lessor reseives dw rigfat ttrea^iu^ 
dw rental and royally (erais of dib Lease to refleei fldr. maiket value at dw end of dw primaiy tain of ten (10 yean) aiM 
at dw end ofeach five (3) year period dwreafter If dw lease fa producing coal bl comnwretel quandths. 

9. OFPSETTINC PRODUCTION. Tfaeobligatkihof Lenee to, pey royalties under difa Lease niay be 
reduced by dw Board fbr coal pradueed fiom ^ r particular tract widiin dw Lease upon ashowhig by Lesieetodw Board 
diet dw coal fa uneconomical to mine at prevailmg maricet prices and operating eosts unless IjessM^ royally fa reduced. 
Under no cncufflHances may Lessoi^ royalty be reduced M o w ten (10) percem of die eoal produced end sold CoJ). dw 
mbw site, piepend lbr shipment, fawluding laxea based on production or value. 

10. LESSOR NOTIFICATION AND REPORTS. Lessee shall notily Lessor prior ttdw commencement of 
aeyprosMclbift exploration, development or producthm operations. As soon as any muifaig opentions are conunenced. 
Lessee nai l submit to Leaior, on or befbre dw last dey of each mondi, a royal^ repoit and payment eovermg dw 
precedhig calendar mondi, wMch report shall be bi such Ibim and inchide such bifimnation as Lenor shall prescribe. 
Upon request, lessee shall also Aonfah tt Lessor, reports, ptads, and maps showuig exphiratioa data, devefapnient woric, 
improvements, amount of leased deposto mined, contracts lbr sale and any odier bimmation wbh respect to die land 
leased whieh Lessor may require. Lessor^ pofaitofcontact fiir all matten relaied to difa Lease fa: 

Deparonent of Natural Resources A Conservation 
Mbienb Managemem Bureau ' 
P.O. Box 201601 
1623 Elevendi Avenue 
Helena, MT S9620-I60I 

Lessor will notify I.essee of eny subsequcm change in pobii of contact 

11. INSPECTION. Representatnes ofdw Lessor shall at all timea have dw right to enter upon all parts ofdw 
leased ptemfaes fiir die puiposes of fanpectioa, examoiation. and testing diet dwy may deem necessaiy to ascertain dw 
conditioa ofdw Lease, dw production of coal, and Lessee^s complfance widi its obligations under difa Lease and to 
review dw Lessee's records retating to aperatlons upon and administration ofdw lease premises. Representatives of 
Lessor shall abo, at all reasonable houn, nave free access to all books, accounts, leeords, engbwcring dua, and papen of 
Lessee uisoflu'as diey oontaui infonnation relating to dw production ofcoal under dib Lease, dw price obtained dwrelbr, 
and d w b i r market value ofdw productkm. Lessor shall abo bave ftee access to agreements nlaiing to production of 
coal under difa Lease, liossor may copy al its own expense any book, account, record, engnwering data, papers, or 

I towhich it has access punuam to difa panpaph. 

12. CONFIDENTIALITY. Lessor apees diet Lessee may request any materiab obtained by Liessorpunuam 
to difa Lease be desipiated as confidential. Leam shall agree to keep any infirnnathm so designated strictly confidential 
ifLessordeiennbwsdiatconfldentialiiyfanolunlawfbL Fuidier.dw parties apee diet the information Lessee fa obliged 
to provide punuant to difa Lease fa only dwt mformation relating to die reasonable admmistntion and enfincemenl by 
Loior of liw pravtoioni ofthis Lease and nate lew. 

13. ASSIGNMENT. Thb Lease nuy not be assigned widiout die prior approval of Lessor bi writing. 
Assipunenn must be made ni aecoidance widi any s w u t a oradminbuative niles pertainnig to assignments bl eflea at 
dw time of aasigpnienL Each Lessee executuig difa Lease, or aceeptfaig an assignment of an' hiterest in difa l^ease, fa 
johidy and severally liable fiir all obligations aoributable to dw entue wotkbig hiterest under difa Lease. Assignments 
may not extend die expintnn daw of thfa ticase. 

14. CANCELATION. LesseemaysunenderandrelinqubhdifaLeasebygivingwriitennotieetodwLessorat 
least dibty (30) days prior to die anniveiseiy date of dw Lease. It fa undentood and agreed dwt dw Lessor hereby 
reserves die rigfat to dcelare dib Lease foriTeited and to cancel dw seme throiKfa dw Board of Land Commiisiooen upon 
Ihihire of Lessee tt flilly discfaarge any of dw obiigatiens provided herem, after written notice fiom dw Departnient and 
reasonabte tbne flxed end alkwed by b tt Lessee Iw the perfbrmance of any undertakmg or obiigalion specified m such 
notice concerning which Lessee fa ffl defoult. Lasee,uponwrillenapplicatiandwrefiir,ihallbe0Bniedahearingonany 
notiee or demand of dw Departmem befiire die Lene may be decnied fivfeited or canceled. 

15. SURRENDER O F PREMISES. Upondwtcimbiationofdifa Lease fiiranycaase^Leiseeshallsuncnder 
posteulon ofdw leased pnmbes to Lessor, subject tt Lessee^ rigfat tt re-enter ( I ) fiir dw puipase of removuig all 
madhfawiy and unprovements belonging tt Lessee^ hereby Banted at any tbiw wbhm six (6) mondu after die dste of sudi 
lennbiathin, except diose hnprovements as are neeeaieiy for dw preservation of the deposit and access tt the deposit, 
which fanprovementt shall beeome dw propeihr of Lessor, and (2) for dw puipose of complying wMi State and Federal 
taws adopted punuant todw police power of State or Federal govemmenL Ifanv ofdw property of Lessee b not 
removed fiom die leased piemises as herein provided, the same shall be deemed nrfbiied to Leiior and become its 
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I& PROTECTION OF THE SURFACE. NATURAL RESOURCES, AND IMPROVEMENTSLI 
" : ( l ) c a u s _ 

BcludhigfiNa^ 
apees tt take such reasonable steps as may be needed tt prevent iwcrathini ftom umweessarily: (I) causbig or 
contributnig tt soil erosion or damagmg any finage and limber growth dwreon; (2) damaging crops, il 

water alb 
ofdib Lease, oral any odwr time prior'theratt wiwn required by Lessor and to dw extent deemed necessaiy byLessor, 
Lessee shall fill any sump holes, dhcKesand odwr excavations, remove or cover all debris, and, so fiv as reasonably 
possible^ reelabn die dfaiiiriied area tt a conditioa hi kecpbig widi die concept ofdw best beneficial use, nwluding dw 
removal ofsmictures as and if required. Lesior may prescnbedw steps tt be taken and leelamationtt be inade widi 
respect ttdw hnd and hnprovements diereon. Nbdiuig hi tins secthm Ibnto Lessee's oMigBtion to comply widi any 
applkahk state or federal law, rule, regulation, or permit 

17. TAXES.'Lessee shall pay when due all taxes lawfiilly assessed and levied upon impiovementa, output of 
mbws, or odwr r i | ^ pioperqr eir assets of dw Lessee. 

IS. SUCCESSORS IN INTEREST. Each obligation hereunder shall extend to, and be buiding upon, and 
eveiy beneflt hereof shell hiure to dw Kefas, exeeulon, adminbmton, successon and asslpis ofdw respective parties 

19. COMPLIANCE WITH LAWS AND RULES. Hiis Leese b suljeci u fiirther peraiinbig under dw 
provfakmsofTide 73 or S2, Montana Code Annolatod. Lessee agrees to comply widi all applicable taws and ndea in 
effoct al dw date of difa lease, or which may, Ihim tbne to ibne, be adopted and whkh do not unpab'dw obllgatfaMS of 
difa lease and do nol deprive dw Lessee of m exbdag property right recogniied by law. 

20. WATERRICHIS . Lessee mqr not fatterfere wMi any exbtbig water right owned or operated by any 
person. LesseeshallholdLessorhannlessagabistallctauns,inelttdbigalianieyfees,fordsniagesclabnedbyaqypenon 
assertfaig bilerlcrenee widi a water right 

21. MINE SAFETY. Lessee agrees to operate die mbw in accordance widi rates promulgated by die Mbw 
Safely and Heahh Administration for dw healdi and safely of woricen and employees. 

22. WASTE PROHIBITED. All nilniii{g operations shall be done In good and worionanlike manner in 
eccordanee widi approved mediods and praakes usbig such mediods to insura die extraction of the greatest amoum of 
economically mbwDle and saleabte minaal, havbig due itfftd fbr dw prevention of wasto ofdw mfawiab deveteped on 
dw tand, dw protection of die en vironnwm and all natural resources, dw piBsenation and coniervaiko of dw propel^ for 
fimae use, and fbr die heahh and safely of woiken and employees. 

23. SURRENDER O F DATA. Allgeokigicaldatapertataihigmdie leased prembes, biduduvrepans,maps. 
toga and odwr peitbiem data regardfaig mist resources shall be given tt the Lesior upon sunender, teiminsiion, or 
expbation oTdw lease. Lessor may refiise to release bond untU sunender of-such dau to dw Lessor. All drill core 
unused or undamaged by testing shall be saved. Itpon sunender, leimnwtion, or expiration ofdw lease. Leasee shall 
contact dw Staw Ceotogfa^ Moniana Bureau of Mines and GeotoQr, Butie, Montana, tt detennfaw ifsuch drill core fa of 
interest to die State Geologfat fordw drill core libiaiy. AnydrillooradeteiminedbydwStateGeokgfatubeof taiteresi 
shall be Ibniwded by Lettee, at Ijessee's cost, tt dw drill core libiaiy. 

24. WEED CONTROL. Lessee fa responsibte lbr conbniling noxious weeds on dwlessed picmbes and shall 
prevent or eradicate die spread of noxious weeds onto land adjoinbig dw leased premfaes bl consuhatkm widi any local 
weed conlrol board. 

25. SURFACE OWNER AND SURFACE LESSEE RIGHTS. Lessee shall notiiy die surface owner, if dw 
surfbce owner fa nol dw Lessor, and any surfbce lessee ofdw tocation ofany fiwilities or access roads on dw leased 
premises prior » dwir constiuciion. 

26. DAMAGES. Where Lessor owns dw suriace estate Above the leased premises, Lessee shall compensate 
Lesior or Lessoi^ surflwe lessees or peroiiiwes for all damages tt audwriaed fanpiovemenis on dw leased premises, 
bwluding penalties arid charges asseaed tar dw FSA on CKP tands, as a result or Lessee^ prospecting, exploratkin, 
devetopment or nunbigoperariona. All such damages will be assessed by and paM direcdy ttdw Lessor. Lesseeshall 
also make all payments requued by b w tt surfece ownen and lessees if Lessor b not dw owner of die surfbce esiatt 
above dw leased premfaes. 

27. INDEMNIFICATION. The Lessee shall pnued, defend, and save dw Lessor, its sgcnts and ennbnees 
hannless fiom and against all daims, liabilities, demands, causes of actten, and judgments (uwhidng dw cost ofodfcnse 
and reasonabte attonwy ibes) arising hi fiwor of or asserted by dibd partia oo account of damage to properqr, penonal 
mjwy, or deadi, whieh tejury, deadi or damage, bl whote or in part, arises o u of or HI any way resuhs nom dw M^igent, 
wanton, or willfid acta or omissions ofdw Lenee, its contracun, agents or subcontracton. 

IS. SPECIAL CONDITIONS. 

(A) 

commitmenl, dw OtterCreek Area Coal 1>aca bicludes all Staw and non-Stato coal toesied whhin die 
areas idendfted as "TMci r s 1,2, and 3 'on dw attached Exhibit A. Widihi 120 days followmg dw end of 
each lease year, dw Leasee shall provMe Lessor an aceounting oT Woric (as later defined) perfmned on dw 
Oner Creek Area Coal Tractt for such lease year. Any amoum biexcen ofdw mbihnum expenditure 
amount fa referred to as dw ^Excess AmounT and any sfaortfon fa leferred tt as dw "ShortfeU Afflouat" 
WMim 120 days foltowing die end ofeach lease year, dw Lessee shall pay to Lesser dw smoun^ Ifany, 
equal to dw Shorthll Amount fbr such tease year, less dw sum of dw Eiwess Anioums for all prior lease 
yean (to dw extent such Excess Amounts have not been previously applied agafam a ShortfellAmouM). 
For puiposes of calcutetfaig dw mbifanum ewenditure, dw Lessee mey only include costs fiir worii dbedly 
atlribuiebte to die Otter (Seek Ana Coal Tnets. Woric to be peifunned on dw Oder.Creek Area Coal 
Ttada may bwhide, widKWt lunitation, environmental baseline studies, exploration dri'llnig, inhiation of 
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penntaiing and all pemiiting actions, acqufaitfam ef surfece rigfaB and access rights over or to dw Otter 
Creek Area Coal Triwts, titte cumive actnms, maricet sudies, compiliag muw economics, prepantion of 
fcaslbilhy smdtes and any odwr works, study or ycriliaUe Ihnri party expense requited to eonnwnee 
operations fordw mining ofcoal on dw Otter Creek Aiea Coal Tracts (Gollecthrciy,dw''Work^ The 
accountbigof Woric docs nol iaclude payments made to non-Staw Lesson fiir shortfalfa bl woric prtMam 
enenditurea. In dw event aiy ofdw Woric b oendnetod by Lessee's emptoyees, dw acnal verinabk 
utarica, wages and penonal expenses ofLessee's empleyees ehher nnponrily or pemwnendy e i ^ ^ e d to 
dw develoiiment and operation ofthe Oner Creek Area Coal Tiacn may be induded m dw mimmum 
expendiniro. Lessee snail net bwhide any bnenwloveriicad of any aanoe in ealcuiatingdwmbibnum 
exjiendliure. If h fa enddpaied dial dw Woric conducted by Lessee's employees will exceed SOK ofdw 
ntinbmmiCRpcndiliscdw Lessee will seek Lcasof's approval for such amounb over SOM. Inaddftion, 
taxesandassessments Lessee peyashall notbe mchMkdmcaloutatingdwmbibMBneipewliiure. Copwaof 
all analyses, dato and odwr biferraation produced 01 eonpiled as a result of Leasee's woric program oa dw 
Oner Qeek Arte Coal TncB will be pnvided to Lessor whhbi 120 days after dw end of cadi lease year. 
However, sttck analyaes, dato and odwr bifiamation sdbnunad u Lessor shall be sutject to dw 
confidentialiiy provisions of h ragnph 12 and 77-3-30S, MCA. 

(B) S r i T L E M E N T AGREEMENT. After dwoondusion of any cxploiatianoperatbms snd belbre 
conducting s iv mbiffl^ oonstnciien or other operations an any ponien oflhe Otter Creek Area O M I TVacB 
(suigly snd coUectivdy "OpentMnsI^ ihe Lessee or its agens tai doae consuhation widi dw Northera 
CheyennB Tribe fTrf i iOi ihan develop aid sdbmit fiir epproval tt dw Lessor, obtain LesMr approval of, 
and dieteafter bnplenwnt dw Tne written Operating Ptans as derailed fai die attadied Exhibit B oTdie 
Sattlanwm Apeement dated Febniary 19,2002, belween dw Lessor and die Nonlwra Chqrauw Tribe. 

29. NON-WARRArrrV OF TITLCi Regardless of aiqr ofdw above provistons of dib Lease, acoiai or 
bnplied, die State of Moniana does not warrant thie tt hs tends. 

IN WrtNESS WHEREOF, dw parties hereto set diefa hands and Lessor has caused difa agreemem to be 

executed whh dwofTwial seal of dw Slate Board of LaadCommissionenondifa dav of "P*^ 2 0 M I I L M I O . 

THE STATE OF MONTANA ARK LAND COMPANY 
Lessor Lessee 

By Its Siato Board of Land Commisstonen 

Us. X ^ S f t / , ^ - / 

^ ^ 
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EXBIBTTB 

After die conchision of any exphnation operatkms and befine eonducdng any muring, 
eonstiuedon or odier opeOlians ofl any pordon of theOller Qedc Tiaela (singly and collectively 
't)peraliqn8^ die prcgect operalor m close consultation widi ibe Nbifhehi Cheyenne THbe 
r t r i b O t ahali devdop and submit fiir approvd to die Montana State Board of Uml 
Conmussionos ("Board'O. obtam Board a|qirovd of, aad fhereafter hnplement tte fbllowfaig 
written Operatfaig nana: 

1. Enqifaqment Rragrank A written Emphtyment Program designed to provide 
memingfiil and substantid empk^ment opportunity in OpoationSi wiflioiit any ptefisences or 
qiiotai, to emoned inenibeEB of federaOy^eeognized Indian Tribes who resided on or near die 
Nortiian Qieyenne Reservation during the one-year period preceding flidr app1ieati<m fat 
eaifkiynaili {^fb^taoT) aod to noB>liDdians wbo resided on ttie Reservation, m die oflT-
Reservation cammunities of Adiland or Bimey, or in Powder River Gounty dnriiig flie one-year 
period preoeiting their qiplicatioD fbr enqiloymedt C^Xher Locd Reddents^ to the extem such 
fatUans and Qther Locd Readeota are ({ttalified and avdlable aad reade no nutre ttian SO n a d 
mfles fiom the Operdions. The Enqiloynient Program dudl address iecnntment,trdnBi^ luring, 
promotion, reductions hi wotlcfivce and tarmhiation fax cause, ni all categories of employment, 
anddiallinelnde: 

b. 

Programs fig recmionem of Indiana iand Other Locd Residents. 

Programs fiir fcaidag Indians and Odier Locd Reddents, inchidingenlry^ 
liovd trainiqg, bn-Uifrjob tidmog, and tiaming fiir idvanceueat into 
aiqierviaoqr pontions. 

Preservatioo of die project operator's andioriiy to establish reasonable, 
even-handed and job-vdidded trahiing programs, eoqildyinent criteria, 
and work mles fin* d l pngect employees faichiduig humans and Odier 
LocdReaidentt. 
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d. Woricduq^ fiv other project wodcfiKce to develop an awareneasof 
relewiant hniian culture, and oondenu u d an understand^ 

aUi ni|tticenie6tt ofdie Emplpyinetit Ptbgram. 

e. Aieqiuiranentdidcoatiacloiaiadaid!!^^ 
assume and coiiqijy'iwjdi all tenia and condhions ofthe.Emphiyttient 
Ptgigtam reasonably adaptable to diiinr own e n ^ h ^ ^ 

£ Notifieation to any involved labor union of die existeiiee ofdw 
Eqployment ^ g r a m and the prpjiect operator's duty and faitent ito abide 
by iia tetnia, and actemnaodation Oi ibe Enqibymem Program hi any 
union oollecthfe baigaming agreement covaiiig Opentions. 

I 

g. Enqiloynient by die project openfor of a Faciliialor, who shall be a 
qudified and avdldile dtfoUed inember of die Tribe approved by die 
Northeni Qwyonie Tribd QmhcQ and apcqitdde to die projeet opetatori 
vdioBe principal and prnuaty dotiiea dudl be to: (a) sen« aa liaison 
between die project qieralar and dw Tribe widi respect to the 
Enqiloyment Program and die Qmttacting Program estaUidwd under 
section 2 bdow, (b) assist in facilitating the successfiil hnplementation of 
die Employment Pragrttn aod Qintractuig Prognun; and (c) assist ih 
resolviiig any problems which may arise in inqilementiog dw Employnwm 
Program, or Qmfiacsting Ptogisun. 

h. A board of Admuilsitatots, eonaisting of equd numbers of Adminiatrators 
separately dengnated. by dw Tribe and dwimtjeet operator, whidi d idl 
monitor eompliafice widi and serve as a fisrum to 4liscus8 and resolve by 
agroment any diqnitea r^ardhig the interpretatioo or implementation of 
Oe Enqik^ownt Pmgtam (MT dw Qmiracting Program. 

2. Owtraetlng Program. A writien QmlractiQg Program dedgned to povide 
meanmgfiil and subatantial opportunity, without piefbreoees or quotas, to qualified and avdlable 
buringaea nugorhy-owtaed and conttOlled by die Norlheni Qwyome Tribe ar its meoibers 
fTr ibd QmirBeloftO, to obtam contracts and suboontracta fiv services or goods m dw cobduin 
of Operdions at oonqwtitiveprictiB. The Qaitlractifi^^£it<>in didl inchide: 
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a. A certification procedure under Which a busuiess entity qiplying fiir dw 

statiia of Tribal Contractor mud sedcicertificatiion finm dw Admhtistrators 

in ttw IblliDnmng two lespiBcts: 

i. as inqority-ownedmdcbntiblled by die Tribe or Tflbd Members; 

and 

iL aa cqiable of compeieritty providing pariicolar kmds of contract 

sArviees of goods. 

b. Notice to cettified Tribd Cottbactot^ of Operations contracts and 

subcontnipts to be awarded fiv which t h ^ are qudified. 

c. A zequiremeut did project oontraetors and subcmrinciDrs involved m 

Opetatioia assume and toinpiy widi d l tenns and coiiditions of the 

Contracting Program reasonably adaptable to thehr own projeet coitrBoting 

activities. 

3. On-Reservatlon CMdoct A written On-Reservation Conduct Prognm 

designed to encourage employees and ttuckers mvolved hi Operations, ^iiile on dw Nordwm 

Cheyenne Resenratioo. to compty widi d l relevant standards of conduct geneitaUy qiplieable to 

Nonhem Cbeyemw Tribd monbeis on dw Reservation. 

4. E n v l r o n m a t d Monitoring. To dw extent not mdependently requfaed by 

qipheable federd or Stale enviranmentd law or regulations, a written Emdronmentd 

Mmitoiuig Piogtani fiv atate^-dw-att monitQiing of air qudity, visibility, water qudity and 

biologied resources on dw Ntvdwm Cbeyemw Reservation wtaich m ^ be affected adversdy by 

Operations, fawhidfaig: 

a. Baseluw 'moahornig for at least one year befiire (he hutiation of any 

surfiuM disturbing Operations. 

b. Ghngoing monitoring theieaftBr duou^ioot the oonduet of Operations, and 

thereafter until dw oomptedon of all-required reclamation on ttw'lands On 

which Operations were conducted and dw rdease of d l related 

reehunation bonds by rpguhdoryageneiies. 
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c. Tkaming and empkiyment of qualified and avaihdile bdians to assume 

tespcnsibility, to dw fiillnl otteot feasible^ fiv tiw operation of the 

numitormg programs oh die Reservation. 

d. In addfiiSoq; fidl. complunpe by (he project opentor widi all affl&Me 
fisderd and State enviionrnBntaillkwft and r^iubitiona. 

5. CoHnral Resources. To dw extent not indqwndeotly teqttited by 
applicable federd or State law or regulations^ a written Cul tud Resources Progrpm dedgned io 
avoid distinbanee or damage to Nordlffim Cheyeamw histcnic, cultihal rdigious a ^ 
items, includhig plants having eulhird or religious significance, m dw conduct of Operations, 
induding: 

a. A program carried out in consultation widi dw Tribe, to identify, record, 
and protect, in accordance widt Nbitbeiii Cheyemw standaitts and 
fvotections, all Nordiem Cheyenhe Usunic, ^ t n r a l , reli^ous and burid 
dtes on die hmds covered Ity the Lease. 

b. Re-biaid, in consultation widi dw Tribe and in accordance widi all 
Nordiem Cheyenne standards, of d l Northem Cheyenne human remdns 
and fiuwrary objects jeopardized or distuibed by Opoations. 

c. In addition, full compliance by the projeet opnator widi d l applicable 
federd and Slate laws and regulations dwt protect Noithem Cheyenne 
htsttnic, Guhurd and idigicitos intoests and vahies mqilicated by 
Opoationa. 
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DESCRIPTION OF TRACTS OFFERED 
ALL TRACTS ARE LOCATED IN POWDER RIVER COUNTY 

Tlie Department is ofTering the following fbuiteen state land parcels as a package, although separate leases will be 
issued for each tract. Recoverable coal reserves for the fburteen state lain) parcels is estimated to total S72.3 million 
tons. Yoiir bid will bea total amount offered over and above the first year annual rentals as an up-front, one-time 
only, bonus.payiiienL 

1. Township 3 Soudi, Range 45 East, Section 26: All - conttuning 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 45 East, Section 36: All - containing 640.00 acres, mote or less; 

4. Township 4 South, Range 45 East, Section 2: Lots 1,2,3,4. S2N2, S2 - containing 637.48 acres, more or less; 

5. Township 4 South, Range 45 East, Section 6: Lots 6-17 (inclusive), SE4 - conuining 625.71 acres, more or 
less; 

6. Township 4 Soudi. Range 45 East, Section 8: Lots I - 8 (inclusive), E2 - containing 589.30 acres, more or less; 

7. Township 4 Soudi, Range 45 East, Section 10: E2W2, E2 - conuining 480.00 acres, more or less; 

8. Township 4 'Soudi, Range 45 East, Section 12: All - containing 640.00 acres, more or less; 

9. Township 4 South, Range 45 East, Section 14: Lots 1 - 8 (inclusive), W2 - containing 550.39 acres, more or 
less; 

10. Township 4 South, Range 45 East, Section 18: All - containing 640.00 acres, more or less; 

11. Township 4 South, Range 45 East, Section 20: Lots 1,2,3,4, E2, E2W2 - containing 587.40 acres, more or 
less; 

12. Township 4 Soudi, Range 45 East, Section 22: W2W2, E2SW4, N2NE4, SE4NE4 - containing 360 acres, 
more or less; 

13. Township 4 Soudi, Range 45 East, Section 24: Lots I - 8 (inclusive), W2E2, E2W2 - containing S93.34 acres, 
more or less; 

14. Township 4 South, Range 45 East, Section 26: All - containing 640.00 acres, more or less. 
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RLE 

Coal Mining Lease 

THIS COAL MINING LEASE (die "Lease") dated as of t h e / ^ day of 
' , 2009 (die "Lease Date"), by and between Great Northem Properties Limited 

Partnership, a Delaware limited partnership, widi an address at 601 Jeiiferson, Suite 3600, 
Houston, TX 77002 (hereinafter "Lessor") and Ark Land Company, a Delaware corporation, 
widi an address at One CityPlace Drive, Suite 300, St. Louis, Missouri 63005 (hereinafter 
"Lessee") (each a "Party" and sometunes heremafter refiBrred to as the "Parties"). 

WITNESSETH: 

WHEREAS, Lessor owns and controls certam cod and suiface properties located within 
a certain area in Powder River County, Montana outlined on die map attached hereto and made a 
part hereof as Exhibit A (the "Otter O-eek Tracts Area"); 

WHEREAS, Lessor owns and controls the coal and surfoce propeities within dw Otter 
Creek Tracts Area more particularly described on attached Exhibit B (the cod and surface 
properties so desaibed, together, die "Leased Premises," and die surface properties so 
desuibed. sepaiutely, die "GNP Suiface") mid uiuie patiiculaily iUemifietl un die map atiataied " 
hereto as Exhibit C. 

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

NOW, THEREFORE, for and in consideration ofdie premises, dw munial promises 
contained hereui and odier good and vduable consideration, die receipt and sufTiciency 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, nnd stipulations set forUi to be performed and 
observed by Lessee, Lessor, acting on its own behdf. and with die intention of exereismg any 
right, option or poweir held by it relating to Ihe Leased Premises, dues hereby demise, lease and 
let to Lessee, all of ils right, title and interest in and to dw Leased Premises, uwludmg, without 
limitation, dl of its right, tide and mterest in and to die cod in, on and luider die Leased 
Premises, fbr dw purpose and with die exclusive right of exploring for, developmg, delineating, 
miiung. processuig, transporting and marketing such coal (includmg without lunitation all 
substances commingled or produced m association widi cod. except and to die extent diat sucdi 
of those substances as have been previously reserved by or granted to others). All rights, titles 
and interests in and to the cod or surface properties located widim die Otter Creek Tracts Area 
now owned or hereafter acquired by Lessor shdl be deemed included in die Leased Premises and 
such surface properties uicluded m die GNP Surface. 

Subject to dw lunitations set forth ui diis Lease on die mediods of mining, includuig 
diose set forth ui Section 6, and to die extent necessary, convenient or useful hi die minmg, 
excavatuig, processuig, transporting and marketing any ofdie coal contauied ui, on or under die 
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Leased Piemises. Lessor hereby grants to Lessee the rigjht to mine, remove, transport, process 
aad market tfae cod, and all odier substances commin^ed or produced m assodation diiecEwith 
(except and to the extent that such of diose substances as have been previously reserved by or 
granted to odiecs), m, on, or under die Leased Piemises by deep, strip, surfece mining, hi^wall 
mining and any dther mediod of minmg now or hereafter developed (except dut Lessee shall not 
mine any ood by the auger mediod), togedwr with any and d l necessary or convenient mming 
rif^ts, easerhents and privileges with respeĉ t theretp which are owned or controlled by Lessor, 
inchidmg, but nbt limited to, ttw fiee and uninterinpted right to (i) disturb, lonove and utilize so 
much of tfae GNP Suiface as is necessary, useful or convenient for Lessee's qpeiadons; Gi)use 
sand, water, and gravel on Hie Leased Premises; Gii) divert water couises; (iv) oonstiuct aiid 
operate m and under tfae Leased Premises tiamways, roadways, haulways, water drainage 
counes, cod shury pqidines, silt ponds, dams, sidetmdcs, switches, substations, buildings, 
processing plants, tipples, and any other improvements or structure^necessaiy oi convenient foi 
dw mining, storing, processing, and shifting of ood on and fixnn dw Leased Piemises oi any 
other [soperties: (v) haul, without charge, rent, or roydty, men, siqiplies, materials, and cod, 
including cod mined fiom Odier Lands (as hereinafter defined), over, across, under, and dirou^ 
dw Leased Premises; (vi) deposit on dw GNP Suiface any and all slate, cod refuse, water, . 
oveibuiden and odiei materials resulting fiom or produced in connection widi die mining or 
processing of tfae cod on the Leased Piemises or Odier Lands (as hereuiafiei defined); and 
(vii) make such other use of dw Leased Pionises as shall be convenient fbr mine pennitting or 
for exploring for, developmg. ddineatmg, mining, transpoiting, storage, processing, maiicetmg 
or disposmg of sdd cod, coal refiise, and byproducts fiom dw Leased Premises and OUwr Lands 
(as h^emafter defined), all widiout any liability for damages to tfae surface, odwr strata, thnber 
or odwr minerd deposits (excqit as expresdy provided hereui). In connectioa witfa dw exerdse 
of dw foregoing rights, interests aiul estates, to tfae extent they are owned or controlled by 
Lessoi. Lessoi hereby pennxmently and hievocdily wdves (i) any ri^t it m i ^ have to 
subjacent or laterd support of any strata or sur&ce over, under or annmd the Leased Premises, 
(ii) any prohibition of any kind against mining within any specified minimtmi distance of any 
boundary line between die Leased Piemises and any adjommg propeities, and (iii) any 
prohibition of any kmd against distuibug die Leased Piemises oi odierwise conductmg mining 
operations within any specified minimtmi distanoe of any occupied dwelling or odiei 
improvement of any kind on dw Leased Premises. Lessor shall execute documents evidencing 
d l sudi waiveis upon request hy Lessee; provided, however diat die foregoing wdvers shdl not 
release Lessee from liability for any damage caused to any occupied dwdlings by Lessee's 
operations. The waiveis specified herein may be transfieiied by Lessee m connection widi any 
permitted tiansfei of this Lease and for such puiposes shall be deemed to ran witfa die land. 
Lessor grants only such mining ri^its and privileges, as set forth above in this paragraph, as it 
owns, controls or possesses in connection witfa dw Leased Premises. 

SECTION 2. RESERVATIONS AND EXCEPTIONS. 

There are hereby expressly excqited fiom this Lease and reserved to Lessor the following 
rights and privileges m and respecting die Leased Premises: 

a. the right to enta upon die Leased Premises, and to drill, bore, excavate, cut, 
remove, devdop, store, and maiket (or to lease or license to odiers sdd rights), d l timber and 
minerals other than cod; 
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b. die right to construct and operate railroads, roads, structures, and appliances 
vi^ch may be iwcessary for die removd or processing of such timber and nunerals other dian 
cod, or to snve odier propeities of the Lessor; 

c. dw right and privilege of leashig to tenants the GNP Suiface for the puiposes 
of occupying, faimmg and ranching dw GNP Sudace or of constmcting thereon such plants and 
appliances as may be needed for die removd or processuig of timber and minerals odier dian 
cod or for any otfaer puipose; 

d. die right to grant and convey fiom time to tune to any dectric or other power, 
pipeline, gas, oil. mining, railroad or othei conqwny, so mudi of die Leased Premises as may be 
required by such company or companies foi rights-of-way; and 

e. d l odwr rigfats, privileges, estates and mterests not specificdly granted, 
demised, leased or let to the Lessee imder diis Lease. 

Provided, howevei, diat dw rigfats and privileges hereby in diis Section 2 excepted and 
reserved shall be subject and subservient to Lrasee's l i g ^ undei diis Lease and exeicised by 
Lessoi in sodi mamier as to not inteifiere widi, encumbei or render more cosdy or difficult tbe 
exercise of Lessee's rights heieunder. The intention of die Parties is tfaat die development and 
mining of cod shdl be dw primaiy and dominant use of dw Leased Premises and dl otfaer uses 
sfaall yield diereto. Sfaould dw exercise by Lessor of dw rights and privileges piovided foi m diis 
Section 2 be deemed by Lessee, m the exercise of its reasonable discretion, to mterfere widi, 
encumber or make more costly die exercase of Lessee's rights hereunder. Lessee may provide 
notice to Lessor and Lessor shdl immediately imdeitake commeroially reasonable efibits to 
remove such mterference or encumbrance. 

S E C n O N 3 . TERM. 

3.1 Primary Term. The mitid teim of diis Lease shdl be for a period of 10 yeais fiom 
the Lease Date (die "Primary Term'O- If, at the end of tfae Primary Tenn, coal is bemg 
commercially produced on a continuous basis (as described bdow) from any part of dw Leased 
Premises or from Otfaer Lands (as hereinafter defined), dwn the term of dus Lease shall be 
automatically extended and shdl contmue for so long thereafter as such cod is bemg 
commerddly produced on a continuous basis. For the puiposes of diis Lease, cod shdl be 
deemed to be produced on a continuous basis fiom die Leased Premises oi Odier Lands (as 
hereinafter defined) unless and until a period of six (6) mondis elapses during wfaicfa there is no 
commeidd production of cod fiom the Leased Premises or Odier Lands. 

3.2 Extension. If, at the end of the Primary Term, coal is not bdng conunercidly 
produced on a contmuous basis from any part of dw Leased Piemises or fiom Odier Lands but 
the Lessee is taking Commercially Reasonable Steps (as defined bdow) toward die devdopment 
of cod fiom dw Leased Premises or fiom Odier Lands, tfaen no later dian 90 days prior to die 
end of die Primary Temi, Lessee sfadl faave the right (exercisable at its option by wrionn notice 
to Lessor) to extend die Primary Term for one (1) adtUtiond period of two (2) years (die twp (2) 
year period, dw "Extension") tmder the same terms and con^ons provided herein by paymg 
Lessor an extension fee o f l t B i H B ^ " ^ ^ extension fee shall be pdd at dw tune Lessee 
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exercises its option to extend the Primaiy term and shall be non-refundable and non-recoupable 
against tfae Advance Affinimum Roydty payments or dw Base Roydty payments to be paid under 
diis Lease as provided bdow. 

ff, at dw end of the Extension, cod is bemg commerddly produced on a continuous basis 
(as described diove) fimn any pait of die Leased Premises or fiom ()dier Lands (as heidnafter 
defined), dwn dw teim of dus Lease shall be automaticdly extended and shall contmue for so 
long dwreafter as cod oDntmues to be comineidally produced on a continuous basis (as 
described above). 

"Other Lands" didl mean all lands in tfae Otter Credc Ttacts Area otfaer than dw Leased 
Premises. "Commerdally Reasonable Steps" sfadl mean diose practices, mediods, procedures 
and activities diat would reasonably be expected of a prudent operator seekuag to develop cod of 
a scde sunilar to dw Leased Preinises and located m tfae westem United States m die exeidse of 
reasonable judgment in light of facts and circumstances then known and m a mannei consistent 
widi qiplieable law, safety and environmentd protection mdudh^, without limitation, engagmg 
fai any and dl state and/or federd pemiitting processes foi die regulatory audiorizaticBi to so 
devdop dw cod on die Leased Preinises. Notwidistandug tfae foregomg, in dw event tfae lengdi 
of the primary term of any of. tfae State of Montana Leases (as defined m die next sentence) is 
longei tfaan ten (10) yeais, tfae length of the Primary Term ofthe Lease sfaall be automaticdly 
extended to match die lengdi of die longest primaiy teim of any of tfae qiplieable State of 
Montana Leases. "State of Montana Leases" shall mean one (1) or more cod leases issued by 
die State of Montana covering die State of Montana's cod lymg in, on and under die Otta Creek 
Tracts Area. 

In tfae event all tfae merchantable and mineable coal (as hereinafter defined) underiying 
the Leased Premises shall have been mined and removed fiom the Leased Premises puisuant to 
the provisions ofthis Lease, dwn diis Lease shall cease and terinmate upon die date when all 
sudi cod shdl have been mined and removed, except foi tbe peifoimance of obligations oi tfae 
satisfaction of liabilities to Lessor or diird paities or respecting the Leased Premised that have 
accrued upon or prior to die tennination and excqit for those obligations under diis Lease which 
are stated to survive termination ax whidi requhre performance aftei termination. The teim 
"merchantable and mineable coal" as used m this Lease shdl mean ood m, on and under the 
Leased Premises, whidi when readied in die prosecution of Lessee's operation hereimdo:, can be 
mined at a reasonable profit in die dien prevailmg cod markets by tfae use of inadiuieiy and 
methods whidi at the tune are modem and efBdenL 

3.3 Condemnation, hi tfae event die Leased Premises, or any portion oi part diereof, or 
any easement on or uiterest m all or part ofdie GNP Sui&ce shall be taken, damaged, or injured 
by the exercise of the l i ^ t of condemnation or eminent domain, or any other legd proceedings 
or acts by federd. state, coimty, municipd, or other govemmentd, public, or quasi public 
authority, or by any coiporation, person, or persons having lawful power and audicrily to 
exercise the rig^t of condemnation, emment domain oi odier legd proceeding (eadi, a 
"Condemnation Proceeding"), dien: 

a. Lessoi will take the lead in directing the defense of the Condemnation 
I^oceeding in consultation with Lessee, provided Lessor sfadl not be required to contunw die 
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defense of dw Condemnation Proceeding if Lessor reasonably deteinunes dwt it vrould not be 
prudent to do so; and provided fuitfaer dut if Lessor so detemdiws not to continue die defense of 
the Condemnation Proceedmg, then Lessor shall notify Lessee in writing and Lessee may dect to 
take the lead m directing the defense of die Condemnation Proceeding in consultation widi 
Lessor, 

b. The costs of die defense of die Condemnation Proceeding shall be shared by 
the Lessor and Lessee m proportion to tfae vdue of their respective economic mteiest m die 
portion of the Leased Premises tfaat is the stibjed of the Condemnation Proceedmg; 

c. If die defense ofdw Condenmation ftoceeding is not successful, dien diis 
Lease dull tenninate as to die portion of tfae Leased Premises that is dw subject of tfae 
Condemnation Proceeding upon notice fiom one Party to die otfaer Party, provided diat if tfae 
portion of the Leased Premises taken m the Condemnation Proceeding renders tfae bdance of die 
Leased Premises not to be capable of bdng fuidier devdoped and mined on a commerddly 
viable basis as reasonably detennined by die Lessee, dien upon notice fiom Lessee to the Lessor, 
this Lease shall tenninate as to die entire Leased Preinises; 

d. Any find awaid resulting from a Condemnation Proceeding shall be: (i) firat 
used to reimburae tfae documented costs of the Lessee and dw Lessor in connection widi Ifae 
Ctmdemnation Pioceedmg; and (ii) the bdance shall be divided between die Lessor and dw 
Lessee m proportion to die vdue of didr respective econonuc mteiest m dw portion of die 
Leased Preniises diat is the subjed of dw Condemnation Pioceeding, excqit diat ifthis Lease is 
temunated as to the entire Leased Preniises as provided in paiagiaidi c., die bdance didl be 
divided between die Lessor and the Lessee in proportion to die vdue of their respective 
economic interest in tfae entire Leased Premises; 

e. ff diere is a partid tennination of diis Lease as provided m paragraph c . 
Lessor shall have no obligation to refund any payments Lessee has made to Lessoi, and die 
future paynaent obligations of the Lessee under Section 4 shall not be reduced; provided, . 
however, should such partid termination render the amount of cod lemaining under tfais Lease 
insuffident to fully recoup any existmg or future Unreimbuned AMR Payments, Lessee sfadl be 
relieved fiom paying any f i u ^ Base Roydty oi Advance Mhiimum Roydty fiom and after 
sadb partid termination. If there is a teaninationof die Lease as to the entire Leased Ptemises as 
piovided in paiagraph c , Lessoi diall have no obligation to refund any payments Lessee has 
made to Lessor, but tfae future payment obligations of die Lessee undei Section 4 shali tenninate; 

.and 

f. Any disagreement betweeu dw Parties conceming any tenn of dils Section 3.3 
shaO be detennined by aibitration in aecoidance with Section 10. 

SECI10N4. EXECUTION BONUS AND ROYALTIES. 

4.1 Execution Bonus., 

45 



4.2 Base Roydtv. Lessee, diall pay to Lessor, during die term of this Lease, a tonnage 
roydty for dw cod mined or odierwise produced and sold ftom the Leased Prenuses during eadi 
cdendar month ofdie term ofthis Lease, to be pdd by Lessee on oi before die 2Cltb day ofthe 
month followmg the mondi duiuig whicfa dw cod is mined or otherwise produced and sold fiom 
the Leased Preinises as follows: 

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

ffdw Lessee shall produce and not sell cod produced fiom the Leased Premises to an 
independent duzd party in an aims-lengdi transaction, but rather, shall use or consume such cod 
itself, sell such coal to an Affiliate (as defined bdow in dus paragrqih). or sell sudi cod m ottier 
tfaan an aims-lengtfa transaction, tfaen the Cod Sdes Price used to detennine die Base Roydty on 
sadb cod sfaall be deteimined by a nwcfaanism mutually agreeable to the Parties or in tfae absence 
of mumd agreement, by aibitiation as piovided ui Section 10, in eidiei case designed to produce 
a Cod Sdes Price equd to the cod sdes price then bdng pdd and recdved for cod of like rank, 
grade, quality and quantity then being mined and sold tmder similar conditions fiom cod mines 
located in die PowcliBr Rivei Basm of southeastern Montana and northeastern Wyoming m a 
manner consistent vrith tfae laws and regulations applicable to die detennination of vahie foi 
federally leased cod in sunilar situations. A constructed cod sdes price shdl not be changed 
more often than once each Lease Year. For puiposes of dus Lease (other dian Section 8), 
'*AiSliat^' shdl mean any person, partnerahip, jomt venture, corporation, limited liability 
company or other form of enterprise that direcdy or uidirectiy controls, is controlled by, is under 
the common control witfa Lessee or Lessor, as ibe case may be, and for tfais piupose "control" 
(and its derivatives) nwans possession, direcdy or indirectiy, of die power to cause die direction 

46 



ofdie management and polides dirough ownerahip oi voting securities, contract, statute oi 
odierwise. 

The tenn "coal** as used m diis Lease shall mdude all ranks of cod from lignite duough 
anduadte, as wdl as any low-cod content merchantable produd diat is sometimes sold and 
shipped nndei various trade names iniihiduig, but not limited to, bone, cod, fiid and middliiigs. 
The tenn "ton" as used m diis Lease sfaall mean a short ton of 2,000 pounds. 

4.3 Wei^ts. Lessee shall furnish to Lessor on or before dw 20di day of eaidi calendar 
month dw raikoad and ttudc scde weights showing die quantity of cod shipped fiom die Leased 
Pmnises and wdghts of cod, ifany, odierwise produced or consumed on die Leased Premises oi 
at die preparation plant or tipple during dw preceding cdendar month. Lessee shall keep 
accurate and coirect books of account showuig all cod nuned « odmwise produced and sold, 
and all cod consumed or disposed of on, tiansported, or shipped from tfae Leased Preinises or . 
dsewhere, together widi the correct weights and gross sellu^ price diereof, to which books and 
records Lessor shdl at all reasonable times have access foi verification of statements to be 
furnished by Lessee. 

Lessor, for like puiposes, may request of any railroad company, tiuddng company or 
odwr agents transporting the products of the Leased Premises, to inspect its books and records, 
showmg the w d ^ and quantity of such products and peitment fadinmation in rdation dwreto. 
Lessee shall reasonably cooperate widi Lessor m reijuestuig sdd caniera and odier agents to 
show Lessor, or its agents, all sudi books and recwds and to fumish all sucfa infonnation wfaen 
requested. In addition. Lessee shall mdce commercially reasonable ̂ b i t s to piovide in any 
contract it may have widi any railroad company, tnicking company or odwr agent transpoiting 
tfae products (^ dw Leased Premises, the inspection rights for die benefit ofthe Lessor as 
provided in diis paragraph. 

4.4 ^nr[iminff]|^g. IQ die evcQt it sfadl be necessary m nuning cod fiom the Leased 
Premises to load the same over a tipple or tipples over wfaidi other cod is loaded, tfaerdiy mixmg 
die cod fiom die Leased Premises with odier cod. Lessee sfaall keqi a strid account of the 
tonnage of cod from the Leased Premises as wdl as a strict account of tfae tonnage of odwr cod 
bemg loaded over die same tipple or tipples. The method of detenninmg these respective 
tonnages shall be approved in writing by the enguieer of Lessor befbre otfaer cod may be mixed 
witfa cod from tfae Leased Preniises, provided sudi approvd shall not be unreasonably widifadd 
01 delayed. 

AS /̂ î YHpfieMiiî i;niunRovdtV. 
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4.7 Payments. AU payments due todw Lessor pmsuant to this Lease sfaall be paid to 
Great Noidiem Propeities Limited Partnersfaip, 13044 Collections Center Drive, Chicago, 
Illinois 60693, or such other places or in sacb odwr mannei as Lessor may fmn tune to time 
designate m writing. 

4.8 Lesser hiterest. ff Lessor owns or controls an mterest in the cod undeilymg any tract 
ofdie Leased Premises whicfa is less dum the entire fee sinqile mterest m dw ood underlying 
such tract, wfaedier or not this Lease purports to cover the ̂ i ^ e or a fractiond mterest, the 
Execution Bonus, the Advance Mmimum Roydty payments and the Base Roydty payments 
provided for m dus Lease sfaall be paid to Lessor ody ui tfae proportion diat Lessor's uiterest m 
the cod underiymg such tract beara to dw entire fee sunple interest m the cod underiying sudi 
tract Any royalty interest or other burden on production to which Lessor's mterest is subjed 
diall be deduded fiom tfae Base Roydty payments otheiwise paydile to Lessor. Similarly, if 
Lessor owns or controls the GNP Surface covered by diis Lease wfaicfa is less dian die entire fee 
simple mteiest dwrein, whethei or not dus Lease purports to cover tfae whole or a fractiond 
interest, Suifoce Stand-By Damage Payments (as later defined), and Surface Damage Payments 
(as later defined) provided for herem shall be paid to Lessor only in the proportion diat Lessor's 
interest in sudi GNP Surface beara to die entire fee simple mterest in such tract 

4.9 Books and Recoids. Complete bodks and recwds shall be kept by Lessee. Lessoi 
sfaall faave die full right of inspection and to audit, at its sole ride, cost and expense, of Lessee's 
books and records, either direcdy or by an accountant of Lessor's choosbg, and fidl right of 
inspection of mming maps, weighmg equipnwnt and of tfae Leased Premises during reasonable 
business faoun and after reasonable prior notice to Lessee, provided, faowever, diat such physicd 
bspections shaU be conducted m a mannei whidi shall not unreasondily hinder or mtenqit dw 
nuning operations of Lessee and sfaall be limited to verifying die quantity and quality of cod 
mnwd and sold or odierwise consumed fiom die Leased Premisiss and the Coal Sdes Price for 
sudi cod. ff Lessor discovera a discrepancy betweeii tfae amount of a Base Roydty payment 
reported and the amount of a Base Roydty payment tfaat should faave been reported. Lessor sfaall 
prompdy notify Lessee of tfae percdved discrepancy in writing, togedier widi a detailed 
descriptim of sudi asserted disarepanqr. At die request of ddwr party, any sucfa discrqiancy 
percdved by Lessor sfaall be tfae subject of a prompt meeting, by phone or m penon, between 
Lessor and Lessee at whicfa meeting die Parties sfaall discuss tfae purported disoqiaiicy and 
attempt in good foidi to resolve any dispute concemmg it ff it is ultunatdy deteimined that a 
Base Roydty payment was undeipdd or oveipaid, the next payment or payments, as necessaiy. 
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of Base Roydty payments sfaall be increased oi leduced to conect sudi undeipayment oi 
overpayment 

SECTIONS. TAXES,INDEMNITY,INSURANCE. 

5.1 Taxes. Lessor will, in dw fiist mstance, pay dl die taxes, levies and assessments on 
or m resped of Lessor's ownerafaip of dw Leased Premises, and during the continuance of diis 
Lease, Lessee sfaall pay to Lessor die fiiU amount of sucfa taxes, levies, and assessments, 
beguuiing widi tfae pro rata share of those taxes, levies and assessments covering dw cdeodai 
year m wfaich tfae Lease Date occura, prompdy upon recdpt of Lessor's statement tfaerefor, sudi 
amounts to constitute and be treated as additiond rentd faeieundei, piovided that Lessee shall be 
required to reimburae Lessor for annud red propeity taxes and assessments applicable to dw 
GNP Surface only as provided ui Section 6.S. To dw extent not duplicative of the taxes, levies 
and assessments referenced m the preceding sentence, for wfaidi Lessee shall be respondble by 
way of rdmburaement, Lessee shall pay all taxes, assessments and odwr govenunentd diarges, 
indudmg, but not limited to, aH ad valorem, property, excise, privilege, license, resource 
indemnity, nd proceeds, gross proceeds and severance taxes, which may be levied or assessed by 
a govemmentd authority fiom die Lease Date duough die end of dw Perioid of Redamation 
Activity, as defined in Section 12, against and upon: the Lessee's leasehold estate cieated by dw 
execution and deliveiy ofthis Lease; unprovements, machinery, equipment, tools or other 
peraond property of Lessee installed oi placed upon tfae Leased Pianises; coal produced fiom 
tfae Leased Premises; and all activities oi operations conducted by Lessee oi on Lessee's bdiaff 
on the Leased Prenuses, mcludmg, widiout limiting dw generdity of tfae foregoing, mimng 
operations, the production, extraction, severance or removd of ood, tbe piocessmg, deaning, 
storing, use or sde of coal, or the banspoitation tfaereof on oi away from die Leased Preinises. 
Lessee didl, at its option, eitfaei pay on Lessoi's bdwff or reimburse Lessor for any taxes wfaich 
Lessor nuy be requiied to pay to die State of Montana on roydty recdved, provided, howevei, 
tfaat notfaing faeidn contained shall letjuire Lessee to pay any part of any State or Federd taxes 
based on gross oi net mcome unposed upon tfae Lessor, ff Lessee shdl dect to pay sudi taxes on 
Lessor's bdiaff. Lessee shall nwke timdy payment of tfae same witiiout dloviring a delinquowy 
to occiu and didl provide prorrrpt evidence of Lessee's payment of such taxes to Lessor. For 
clarity. Lessor's pro rata share of any Montana Resource Dademnity Tax or of any odwr Montana 
tax on ood production may not be deducted fiom any roydties or other amounts due to Lessor 
under dus Lease. 

Lessee may at any time during tfae continuance of tfais Lease, at its own cost and expense, 
and after reasonable notice to Lessor of its mtention so to do, contest any of tfae taxes, levies, or 
assessments to be bome by Lessee as above provided. In die event of any such contest. Lessee is 
authorized to proceed ui the name of Lessor with resped to the reveraionary inteiest of Lessor m 
die Leased Premises, but Lessee shall mdenmify Lessor against any costs, penddes, expenses 
(induding reasonable attomeys fees), or uiterest diarges arising out of such contest hi no event 
shall Lessee permit the Leased Premises or any portions tfaereof or tide diereto to be lost as a 
result of die nonpayment of any such taxes, levies or assessments and, ff requested to do so by 
Lessor, Lessee sfaall provide a bond or other security as Lessor may reasonably request to assure 
agauist Lessor's loss of the Leased Premises or any portion thereof or tide diereto as a residt of 
Lessee's contesting any taxes, levies or assessments. 
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Lessee sfaall submit to Lessor, for its review, a copy of any annud cod appraisd rqioits 
or returns piqiared purauant to laws oi regulations in tbe State of Montana with resped to 
Lessor's ownerafaip prior to their filmg with any govenunentd agency. 

S.2 yy^iT'^Y Lessee agrees diat it sfaall comply witfa all of dw tenns and provisions of 
tfae blade lung laws (defined below) and will secure tfae payment of blade lung benefits (defmed 
bdow) as heremafter provided. "Black lung laws" mean tfae B]axk Lung Benefits Ad, Tide IV 
of die Federd Mine Safety and HeaUfa Ad of 1977,30 U.S.C. 901 d seq., and die hitenid 
Revenue Code, 26 U.S.C. 1 d seq.. Blade Lung Benefits Reform Ad of 1977 (PX. 95-239), 
Blade Lung Benefits Revenue Act of 1977 (P.L. 75-227), Blade Lung Benefits Revenue Ad of 
1981 (P.L. 97-119), as now or faeieafter amended, and all rales and regulations adopted pursuant 
diereto. "Black hmg beneflts" means any and all benefits payable purauant to dw blade limg 
laws. Lessee admowledges that, as between itseff and Lessor, tfaat Lessee is, and sfaall be 
deemed to be, dw opeidor of any cod mine or ood piqiaiation facility 01 facility used for die 
extraction, preparation or transpoitation of cod pioduced beam dw Leased Piemises and of all 
rdated activities, indudhig, but n d limited to. cod muw constmction or maintenance, engagKi 
in by Lessee pursuant to tfae terms of diis Lease witfa lespect to any daim for blade lung benefits 
filed by or on account of any of its employees or farmer employees. Lessee sfaall secure and 
sfaall require any other penon or entity who operates, controls, ax supervises a cod nune or cod 
prqwration facility on the Leased Pronises or perfoims services of construction, maintenance, 
transportation, or otfaer activities related to cod mining or preparation under die teims of dus 
Lease, rar v/bo otfaeiwise may be liablefor die payment of blade lung benefits, to secure dw 
payment of such blade lung benefits to oi oo account of employees oi fonnei employees in 
aecoidance widi die blade lung laws and sfaall provide Lessor, upon request, witfa appiopriate 
ceitification that each of diem has provided security in compliance with dl black lung laws for 
tfae payment ofsuch black lung benefits. Widiout Ihnitmg tfae generality ofLessee's obligations 
to comply widi d l otfaer provisions of diis Lease, Lessee agrees tfaat it will seciue and guarantee 
die payment of all blaxk lung benefits requued to be pdd under dw Uade lung hws by reason of 
nuning, constraction, transportation, and related activities under diis Lease, and Lessee does 
bereby agree tfaat it will uidemnify, defend and hold Lessru hannless fram all claims, liability or 
expenses, induding reasonable attomey fees and expenses, wfaich Lessoi may suffei direcdy or 
induectiy, as a result of or witfa respect to any claun fbr blade lung benefits filed by or on 
account of any of Lessee's employees or fonner employees, or employees or fonner employees 
of othera wfao may be reopiired to secure tfae payment of black lung benefits as provided above. 

Notwidistanding anytfaing in diis Lease to dw contrary, this Lease does not empower 
Lessor to make any decisions and Lessor faereby expressly vraives and disdahns any right to 
make any decisions witfa respect to tfae teims and conditions tmder wfaicfa dw cod on die Leased 
Piemises is produced, mined.or sold, sucfa as, but not lunited to, the manner of iextiaction or 
prepaiadon or the amount of cod to be produced at any paiticidai time, dl within tfae meaning of 
tfae black lung laws. The parties faereto do adenowledge, however, fhat Lessor has reserved 
certdn ri^its and has unposed ceitain requirements under the teims of this Lease soldy foi die 
purpose of preventing waste and protectmg tfae leseived rigfats of Lessoi. 

Lessee covenants and agrees to indemnify, defend and save hannless Lessor, its members 
and its and dieir membera. paitnera (generd and limited), sharefaoldera, ofBcera, directora, 
agents, employees, successora, AfGliates and assigns (collectivdy, induding die Lessor, die 
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" L ^ o r Parties") fiom and against (a) any and all claims, liabilities, demands, actions or causes 
of action by oi on befaaff of any peraon, fiini. coiporation or govenunentd body for damages, 
injuries, deadis, pendties, fines, assessments or otheiwise caused by, arismg out of, resulting 
fiom or as a consequence of, m whole or in part, (i) any acts or omissions of Lessee, its officers, 
duectora, employees, sublessees, contractora, subcontractora, licensees, invitees, engineera, 
agents, successora, assigns oi parent or odier AfGliates or any otfaer peraons or entities acting by 
direct or uidired autfaority of Lessee arising out of or related to the r i^ ts granted in tins Lease or 
(ii) dwuse aiideiijoymeiitof the Leased Premises puisuant to diis Lease and (b) any and dl 
costs, a t t o m ^ ' fees, expenses and liabilities mcuned in or about any sudi daim or action 
b r o u ^ dieieon, all of whidi costs, a t t o m ^ ' fees, expenses and liabilities sfaall be reunbursed 
to Lessor by Lessee unmediatdy upon notification fimn Lessor to Lessee diat the sanw have 
been incuned. 

The teem "Hazardous Materiaisi" means petroleum, asbestos, polychlorinated bqdiaiyls, 
radioactive mateiids, radon gas or any diemicd, nuterid or substance defined as oi mduded m 
tfae definition of "faazaidous sidistances," "liazardous wastes," "hazaidous materids," "extremdy 
hazardous waste," "ddeterious," "restrided hazaidous waste" or "toxic substances," or words of 
dmilar unpoit, under all Environmentd Laws (as heremafter defined). The tenn 
"Environmental Laws" means all statutes, odfaiances, ordera, rules and regulations of all 
federal, state or locd govenunentd agencies rdatuig to the use, generation, manufiwtuie, 
mstallation, handling, rdease, discharge, storage or disposd of Hazardous Materids, mcluding, 
but not limited to, die Federd Water Pollution Act, as aniended (33 U.S.C. § 1251 e t seq.), dw 
Resource Conservatbn and Recovery Act, as amended (42 U.S.C. § 6901 et seq.), tfae 
Comprefaeosive Environmentd Response, Compensation and Liability Act of 1980, as ainended 
(42 U.S.C. § 9601 d. seq.), and the Hazardous Materials Tiransportation Ad, as amended (49 
U.S.C. § 1801 et seq.). Lessee shdl remove, remediate, dean up, remedy ahd/or repair, as 
applicable, any soil or ground water contamination resultbg fiom die release or disposd of any 
Hazaidous Materids caused by Lessee or Lessee's contractora, stdicontractora. en^Ioyees, 
agents, bvitees oi odiera on the Leased Premises with Lessee's audiorization, b , on, under or 
about die Leased Preinises as required by qiplieable Environmental Laws, ff Lessee is b breadi 
of diis paragrapfa, or if a release of a Hazardous Materid is caused or pennitted by Lessee or its 
contractora, subcontradora, en^loyees, agents, bvitees or odieis on tfae Leased Preniises vrith 
Lessee's audiorizatkm diat results b contammation of tfae Leased Premises or any otfaer 
properties, then Lessee shall Indemnify, defend, protect and hold dw Lessor Paities. harmless 
fixun and against any and all claims, actbns, suits, proceedbgs, losses, costs, damages, liabilities 
(bduding, without limitation, sums pdd b setdement of claims), defidendes, fines, pendties or 
expenses (bdudbg, without limitation, reasonable attomeys' fees and consultants' fiies, 
bvestigation and laboratoiy fees, court costs and litigation expenses) v^ch arise during oi after 
die term of dus Lease as a residt of such breadi or contamination. This bdemnity shall bdude, 
without limitation, and Lessee shall pay all costs and expenses rdatbg to: (x) any claun, action, 
suit or proceedbg for peraond bjury (bdudbg sidcoess, disease or death), property damage, 
nuisance, pollution, contaminadon, spill or other efied on tfae environment; (y) any 
bvestigation, monitoring, repair, dean-up, treatment or detoxification of dw Leased Premises: 
and (z) tfae prqiaration and implementation of any dosure plan, remediation plan or odier 
required action b connection widi the Leased Premises, b eacfa case of (x), (y) and (z), arisbg 
from dw above-described actions of Lessee or its contractora, subcontractois, employees, agents, 
bvitees or odiera on the Leased Premises with Lessee's authorization. All indemnification 

11 

51 



obligations of dw Lessee undei dus Lease shdl survive the termination of this Lease far ibe 
period ofthe applicable statute of limitations oi until find release ofLessee's enviranmentd 
redamation bonds reqmred by any regulatory audiority. whiijiever shall last occur. 

5.3 fr^i'?'M« Lessee shall at its sole cost and expense, procure and keqi b fidl force 
and effect, pdides of commercid generd liability bsurance covering bodily bjury and property 

I vrith respect to die Leased Premises widi a combbed smgle lunit of not less than 
:occurremce fiv bodily bjiuy and propoty damage and a generd policy 

aggregate n ^ A H I I H ^"^^ insurance shall be written on an ISO occuirence form 
(3j000i21204 (or a substitote form providbg etjuivalent coverage) and dw coveiage shall 
indude but not be limited to dw foUowbg: Premises Operatbns; Explosion, Collapse and 
Undoground Property Damage; Undeiground Resources; Products and Completed Operations; 
Blanket Contractud Onduding broad fonn contractud liability coverage b support of the 
indemnifications of Lessoi as provided b dus Section S, Paragraph B); Peraond bjuiy; Broad 
Foim Property Damage; bdqiendent Contractora: and sudden and acddentd pollution liability 
insurance. Such bsurance sfaall be endoraed to bclude a per location aggiegate. Lessor, its 
membera and its and tfaeir membeis, partnera (generd and limitetO, sliardioldera, officers, 
directora, agents, empbyees. successora, affiliates and assigns sfadl be named as additional 
bsuteds. Such insurance shall be written on an "occuirence" basis unless die poli^ is avdldile 
only on a "daims made" basis, b which case such "ddms made" bsurance coverage shdl be 
mamtamed b effect for a period of at least five (5) yeara after die tennmation of diis Lease, or 
until find release of Lessee's envhonmentd redamation bonds required by any regdatory 
audtority, whidiever shall last occur. Tfais bsurance will be primary to any otfaer lidiility 
insurance coverage did Lessoi may faave or diat may be applicabte for die benefit of Le»or. 

Lessee fiirdier covenants and agrees diat all employees of Lessee and/or any and all other 
peraons peifonnbg wode on tfae Leased Premises purauant to dw rigjhts granted m diis Lease will 
be fully covered by or bsured at all times by Statutoiy Wodcera' Compensation Insuiance 
Coveiage b compliance with dl applicable Wodcera' Compensation laws, lules and regdations 
ofthe State of Montana. Sui^ poUcy shdl be endorsed to bdude coverage under die Federal 
Cod Mbe Hddth and Safety Act Lessee shdl also maintam Employera Uability bsuiance, 
covering all liability arising as a result of bodily bjuiy, accident, disease, illness oi deadi, 
sustained by an employee or contractor arisbg out of or b the courae of employment foi die 
Lessee with a limit of not less t h a n | P i m B p e r acddent ^ r i idf / / / / /Mper onployee for 
disease. 

Lessee furdier covenants and agrees to keep all buildbgs, plants, and unprovemoits upon 
die Leased Preniises, as wdl as diose on dw adjacent piemises, dut are constructed for dw 
processbg, treatment or loading for shipment of cod mined fiom the Leased Prenuses or fiom 
Other Lands, insured during the teim of diis Lease by responsible insurance conqiames b an 
aggregate sum of not less than tfae fidl replacement vdue widiout deduction for depreciation 
designating Lessor and Lessee as tfae loss payees as tfaeir bterest may qipear provided tfaat b 
case of any loss any sum received by Lessor on account of die bsurance sfaall be expoided, ff 
required by Lessee, b rebuilding or rqiairbg dw inqnovements destroyed or damaged, or b 
eredbg upon die Leased Preinises sudi odwr improvements for use b Lessee's operations as 
Lessee and Lessor nuy agree upon. 
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Lessee fuitfaer covenants and ^MStowovide automobile liability bsurance widi a 
combined sbgle limit of not less d i a i f l j j f U V p ^ occunence for bodily bjuiy and propeny 
damage. Sucfa policy sfaall be endorseB^ to provide coverage for owned, non-owned and hired 
vdudes utilized, by Lessee. 

. The Lessee may piuchase excess or umbrella lidiility insurance policies to satisfy the 
limits of covdrage for any of die msuiance poUcies requiied faeiein. 

AU insurance coverage required herdn sfaaU be placed witfa finanddly sound insurance 
caniera and shaU be provided during die teim of diis Lease, during die Period of Redamation 
Activity purauant to Section 12 and during dw period after tennination of this Lease as piovided 
m dw fint paragraph of tfais Section 5.3. 

All insurance coverage other dun Woikera' Compensation diaU name Lessor as an 
additional bsiued. Lessee shaU obtab a wdver of subrogation b favor of dw Lessor under aU 
bsurance coverage described above, bdudbg Woikera' Conopensation. Before any activides 
are peifonned on the Leased Rrenuses under this Lease, Lessee agrees to provide die Lessor witfa 
ceitificates,of insuiance reflecting the coverages and terms required above. Lessee shaU provide 
immediate notice b the event dut any insuiance required under this Lease is cancdled oi subject 
to a materid diange and, b addition, Lessee shdl use conunercidly reasonable efforts to attenqit 
to cause dl bsuiance required by dus Lease to be endoraed to requue the bsurance company to 
give die Lessor at least thirty (30) days' prior written notice of any canceUation or materid 
(diange. .The fdilure of tfae Lessor to deooand sucfa ceitifuates or otfaer evidence of fidl 
coiqsUance with these insuiance requirements or die faUure of tfae Lessor to identify a deficiency 
from die evidence tbat is provided shaU not be construed as a waiver of the Lessee's obUgations 
to mabtab such coverage. 

SECTION 6. METHOD OF OPERATION. 

6.1 Mining Lessce coveuButs and agrees diat wben it connnences mining or operations 
under this Lease it wiU thereafter cUUgendy prosecute its minbg and operations hereunder 
utUizbg modem mining equipment suited for the prevailbg minbg conditions so as to devdop 
die cod hereb leased b a commeiddly reasonable manner and to conduct suidi operations b a 
carefol, ddllful, and woikmanlike manner, and b compliance with the present and any fiihire 
laws of tfae State of Montana and of die United States, and also accordbg to die rales and 
piactices of good minbg and witfa due regaid foi die vdue of die Leased Preinises as acod 
ptoducbg propoty. 

-*- "̂-̂  M^11i'n"T" ^9lt^ Pimgran^ Lessco wiU commit to a woric program on die Leased 
Premises widi a mmimum expenditure c t f B S B S t i e r Lease Year, for a period of five (5) 
yeara foUowing tfae Lease Date and at l e a s ^ ^ H ^ H e r Lease Year thereafter. Withb 120 days 
foUowbg die end of eatdi Lease Year, die CesseeshaU provide Lessor an accounting of Work (as 
later defined) performed on the Leased Prenuses for such Lease Year. Any amount b excess bf 
the minimum expenditure amount is refened to as die "Excess Amount^' and any shoitfeU is 
refened to as dw "ShortfaU Amount"). Widun 120 days foUowbg die end of eadi Lease Year, 
tfae Lessee shaU pay to Lessor the amount, ff any, equd to the ShortfaU Amount for such Lease 
Year, less die sum of die Excess Amounts for aU prior Lease Yean (to the extent sui^ Excess 
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Amounts have not been previously appUed agabst a ShortfaU Amount). For puiposes of 
cdcubting dw mmimiiin expenditure, die Lessee may only bdude costs for wode direcdy 
attributable to the Leased Piemises. Wode to be perfonned on die Leased Premises may bclude, 
widiout linutation, envuonnwntal baseUne stodies, exploration drillbg, initiation of peimittbg 
and aU permittbg actions, acquisition of sinfBoe rights and access rights over or to tfae Leased 
Premises, tide curative actions, maricd studies, compUing mbe economics, prqiaration of 
feasibiUty sttdies and any other wodcs, study or veiffiabte thiid party expoise required to 
commence operations fiv tfae mining of cod on die Leased Preniises (coUecdvdy, dw "Work"). 
In die event any of tfae Work is conducted by Lessee's employees, die actud verifiable sdaries, 
w a ^ and peraond expenses ofLessee's employees either temporarUy or pennanendy assigned 
to die devdopment and operation of dw Leased Premises may be induded b the minimum 
expenditure. Lessee shaU not include any btemd ovediead of any nature b cdculating die 
minimum expenditure, ff it is antidpated tlut die Wodc conducted by Lessee's employees wiU 
exceed 50% of tfae minimum expenditure, tfae Lessee wiU seek Lessor's approvd for such 
autoimts over 50%. In addition, taxes and assessments Lessee pays shaU not be bcluded b 
cdculatmg dw mimmum expenditure. Subject to reasondile confidentiaUty. copies of dl 
andyses, data and other information produced or compUed as a result of Lessee's wodc program 
pa the Leased Premises wiU be provided to Lessor widib 120 days after tfae end of eadi Lease 
Year. 

6 3 f>yippliaiifle with Laws. Lessee shdl be sotely responsible for complybg widi dl 
present and foture laws and governmental regulations, induding Environmentd Laws and 
regulations, invading on or controlling mbbg, reclamation and related operations on dw 
Leased Piemises, whicfa responsibUity sbaU survive temunation of tfais Lease, ff, as a result of 
Lessee's operations faereimder, laws or govenunentd regulations are violated, or are ddmed to 
be violated, then Lessee shdl indemnify tbe Lessor Paities and faold dwm faaimless from any 
claims, UabiUty, causes of action, pendties, fbes, costs, and expenses, bdudbg attorneys' fees 
and comt costs, imposed upon or incuned by dw Lessor Parties as a result of sdd daim, action, 
vblaticm oi violadcms. 

Notwithstanding Lessee's obUgation to comply widi dl laws, rales, regulations and 
ordera as set finth above. Lessor sbaU not dedare a ddault hereundei soldy as a result of one (1) 
or more operational violations whidi Lessee cures or abates as pronqidy as practicd. Lessee 
shdl be sotely responsible for treatment ofany water dist^aige caused by its operations, if 
reqidred by present or foture law or regulation, which responsibility shaU survive temunation of 
this Lease. 

6.4 Peimits, Mjnf PTan.̂ , ^ini^pPmfripMr; niitiiM Lessec shdl provide Lessoi a pennit 
map as a matter of information, m AutoCAD fonnat or odwr digitd fonnat acceptable to dw 
Parties for any cod seams bemg pennitted on tfae Leased Premises at dw tune of pennit 
submittd and at tfae time of any revisions and amendments tfaereof. 

Lessee admowledges tfaat Lessor holds tfae Leased Premises for die puipose of 
maxunizbg die roydty revenue generated dierefiom and agrees that it wiU wo± and mine dw 
cod b a carefol, skillful and wodcmanlike manner with due regaid foi sdd puipose and b 
accordance with general and detail maps and plans of m b b g and descriptions to be prepared by 
Lessee Oierebafter coUectivdy caUed "Mine Flans") and wiU submit a copy of same to the 
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Lessor b a AutoCAD or other digitd format acceptable to die Parties. The Mine Plans shaU take 
into consideration dw entire area proposed to be devdopdl by Lessee, and sfaaU mdce suitdile 
provisions for dw reasrmable and proper mnovd of dl dw muwable and merchantable cod from 
tfae Leased Premises. No Mine Plan sfaaU be proposed wfaidi, ff adopted, woidd render odierwise 
nunedile and merdiantable cod tinmbeabte or unmwchantabte or substantiaUy more difficult or 
expensive to mbe. The Mine Plans shaU be submitted to tfae Lessor at least diirty (30) days prior 
to the commencement of any operation on the Leased Premises. In the event Lessor deteinunes 
dut dw XGne Plans submitted by Lessee fidl to coniply widi any of dw teims of this Lease. 
Lessor shaU so notify Lessee, b which event Lessee wiU modify die Mbe Plans to comply widi 
the teims and conditions of diis Lease. No materid diange in, modification of, oi departures 
from any hfine Plans so approved shaU be nude in the devdopment or ppeiadon ofdie mbe or 
mbes except purauant to modified Mbe Plans submitted by Lessee to Lessor for die puipose of 
aUowing Lessor to determine tfaat sdd modification complies witfa dw terms of dus Lease. 
Should a dispute arise witfa resped to Lessor's and Lessee's duties, rights, and obligations as 
identified faereui. die dispute sfaaU be referred to aibitration pursuant to and b aecoidance with 
Sedion 10 of dus Agreement Lessor's right to notify Lessee diat proposed M b e Plans fiul to 
comply with diis Lease is a right reserved soldy to proted Lessor's mterest b die Leased 
Premises and to prevent waste and is not blended to give and shaU not be constmed to give 
Lessoi any control over Lessee's operations. Lessor sfadl faave no aidfaority to deteimbe die 
manner b whicfa or tfae methods by whicfa any ofLessee's minbg operatbns are to be 
conducted, d l of wfaich sfaaU be soldy determmed by Lessee, excqit to die extent die mediod of 
mining is Umited by odier provisions of tfais Lease. 

During minbg operations, die Lessee sfaaU employ a competent mbing engbeer, duly 
registered b dw State of Montana, who shdl perfonn sucfa surface and underground wodc on tfae 
Leased Premises as may be necessary to establisfa boundary and underground control, and wiU 
keqi at dw mine up-to-date, dear, accurate and detaUed maps or drawbgs of wodcings, which 
maps or drawbgs shaU be available for on-site bspedbn by Lessor at aU reasonable times, 
subjed to reasonable prior notice to Lessee. Tfae foUowing documents sfadl be furnished 
annuaUy by the Lessee, no later dian one liundred and twenty (120) days after tfae aid of eacfa 
Lease Year (subjed to reasonable confidentiaUty restrictions): copies or reproductions of sucfa 
mqis and drawings related to dw Leased Ptemises and Odiei Lands, leasefaold and surface 
ownerafaip/controi data, cuirent mine plans and amendments tfaereto, copies of d l driU faole 
records, indudbg logs of tfae faoles and andysis of any samples taken, copies of any geological, 
geophysical, metaUurgicd and enguwerbg progress rqxuts. studies, assays and maps wfaicfa 
have been prepaied by or for the Lessee insofor as such records pertab to or concem dw cod or 
cod mine <m die Leased Ptemises and Otfaer Lands. 

6.5 î 'iTJ '̂''̂  TiaiTiaffft Lessee shaU have die ri^t to use, occupy and distuib so much of 
dw ONP Surfece as may be reasonably necessary, useful or convenient b cairybg out dw 
puiposes a i Has Lease. As consideration for granting tfais rigjht, Lessee shaU pay Lessoi as 
surface damage payments dtfaer a Surface Damage Stand-by Paynwnt or a Suifece Damage 
Payment (each as defined faereb). Ccnnmaicbg on die Lease Date and on eacfa annivnsary 
diereafter as long as_diis Lease is b force and effect. Lessee sfadl pay to Lessor an amount equal 
to flHHHPtier GNP Surface acre (die "Surface Damage Stand-by Paynwnt,") 
widi respect to GNP Surface acres not tfaoi ciuredly bebg used, occupied or tUstmbed by 
Lessee, ff Lessee dects to use, occupy or disturb any portbn of dw GNP Surface, Lessee sbaU 
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give Lessor one-faundred-eighty (180) days advance written notice (tfae "Advance Notice") 
identifybg die portion of tbe Gl̂ flP Surfece Lessee intends to so use, occupy or disturb b its 
m b b g opetatbns. The Advance Notice may be given at any time and from tune to tinw widi 
resped to any poitbn of tfae GNP Surface. Lessee shaU, at die time it gives each Advance 
Notice, pay to Lessor an amoimt equd t a ^ | | | [ | | | | | | | | | m [ | | | | | | ^ e r GNP Suiface acre (the 
"Surface Damage Faynient") foi eadi GNP Surface acre described b dif Advance Notice. 
Such Surface Damage Paynwnt shaU be pdd annuaUy by Lessee to Lessor on w bdore eat^ 
anniversary of die previous Surface Damage Payment for eacfa GNP Suifece acre dut Lessee faas 
so dected to use, occupy or distuib for so long as Lessee shaU use, occupy or ilisbub such acre. 
Ja adtUtion, for so long as Lessee is paybg dw Suifiwe Damage Paymed widi resped to a GNP 
Suifece acre. Lessee sfadl reunbune Lessor for die annud red propeity taxes andassessments 
applicdile to the GNP Surface acre. Except as provided b Sectbn 12, Lessee's obligation to 
make Surface Damage Stand-by Payments and Surface Damage Payments shaU end upon 
tennbatbn of th^ Lease. The Surfece Damage Payment sfaaU not be required and Lessee sfaaU 
not be (Obligated to make the Suifece Damage Payment oi to give dw Advance Notice b 
connection witfa any exploration, prospectmg, pennittbg, testing, surveybg or odwr pre-mine 
constraction activities or operations oondudel by Lessee on the GNP Su&ce. K is ^ e mtent 
diat dw Surface Danuge Stand-by Payments and the Suifece Damage Payments made by Lessee 
to Lessoi sfaaU constitote fiiU compensadcm foi aU ilamages arisbg finm the use, occupancy oi 
distuibance of GNP Suifece; proviiled however, did (i) the payment of any Surface Damage 
Stand-by Payment or Surface Danuge Payment shdl not diminish or odierwise affed Lessee's 
obUgation to pay its obUgations undei die last paragraph of Section 5.2. and (U) b die event 
Lessee's operations on GNP Surface sbdl cause danuge to.sbudures, fixtures, nuchbery, 
equipment, odier peraond property, crops or Mister resources located upon or under the GNP 
Suifiice ("Damages"), siich Damages sfaaU be negotiated between dw Paities. ff die amount of 
Damages cannot be agreed, die amount shaU be determbed by aibitration b accordance widi 
Section 10. b die event Lessee pays Surfiwe Damage Payments (u Suifece Damage Stand-by 
Payments or theu eqiuvdoit, to any other surface owner b die Otter Credc Tracts Area b an 
amount greater dian what Lessor receives under this Lease, Lessee shaU unmediatdy boease 
tfae amounts bebg paid to Lessor to equd tfae liighest amount bebg paid to any odier suifece 
owner b die Otter Creek Tiacts Area. 

6.6 Tunber. Anydiing contabed b tfais Lease to tfae contrary notwidistanding, tfae Lessee 
sfaaU give notice m writing to the Lessor at least six (6) mondis prior to tfae start of any 
operations audiorized faereb wfaicfa would require or result b tfae cUsplacement or removd of 
commerciaUy vduable trees or timber on tfae GNP Surface. The Lessor may, at its dection. 
remove sudi trees or timber. Lessor shaU conqdete any harvesting operations for trees or tunber 
prior to start-up operations by Lessee, ff Lessor does not remove such trees or timber widib 
such six (6) month period, any damage or destmction diereof shdl be deemed covered by die 
Suifiwe Damage Payments described diove. 

6.7 Odier Oblipations of Lessor. Any roydty-Uke payment or othei buidens or 
obligations based upon tfae production of coal oi use of die Leased Piemises foi mbbg 
operatbns to wfaidi tfae Leased Premises is subjed diaU be die sole diligation of Lessor and 
Lessor shdl bdemnify, defend and faold faaimless Lessee fiom and agabst any dauns or UabUity 
based on sudi a burden or obUgation. 
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6.8 Bypassed or Abandoned CoaL If it is found and reported to Lessee b writing by an 
agent of Lessor dut b tfae progress of die wode any areas of merchantable and mbeable cod 
faave been passed by or abandoned witfa die result dut cod faas not been mbed and removed, 
vriiidi b accordance widi accepted oveibuiden/cod ratio criterion or b accordance with good 
nunbg practice should faave been mbed and removed, it shdl be the duty of Lessee, upon 
written denund and notice by Lessor, to retum as soon as possible to such areas and mbe and 
reoaove die cod dierefiom, or failbg so to do, to account for dw cod contabed diereb and pay a 
Base Roydty on sucfa passed by or abandoned cod b dw same mannei as provided b Section 4 
widi die Cod Sales n ice deteimined as ff dw passed by or abandoned cod had been sold b 
odier tfaan an aim's lengdi transactiim. Should a dispute arise widi reaped to Lessor's and 
Lessee's duties, rights, and obUgations as identified b diis Section 6.8, the dispute shaU be 
referred to arbitration punuant to and b aecoidance widi Section 10 of this Lease. 

6.9 Recoids: Inspection of pn^giwes Upon request of Lessor, Lessee shaU make 
avaitebte for Lessor's inspection and copybg any and dl Lessee's correspondence widi 
government agencies oi dqnrtmmts whidi pertab to dw Leased Premises, or to operations 
undertaken or to be undertaken undei this Lease. 

Upon reasonable prior notice to Lessee, Lessor, duou^ its duly authorized agents, shaU 
at aU reasonable times at its sole risk, cost and expense, and b accordance widi i^plicable safety 
rules, regulations and polbies have the right to enter.the Leased Premises, inspect tfae same, and 
faave surveys made diereof to deteimbe ff aU tfae teims and conditions of dus Lease are fidly 
complied viritfa, and fbr diese puiposes to use fiedy tfae means of access to die Leased Preniises 
and dw wodcbgs thereof widiout hbdrance, but b such mannei as not unnecessarily or 
unreasonably to bterfere witfa the operation diereof. Lessor agrees tp bdemmfy, dddid and 
hold haimless Lessee from and against any daims or liability arisbg out of or residtbg fiom 
Lessor's exerdse of rif^ts tmder diis paragraph. 

SECTION?. REMEDIES OF LESSOR. 

Lessoi sbaU have aU of tfae rigfats and remedies, at law or b equity, granted by dw laws of 
tfae State of Montana to coUect aU amounts due to Lessor under tfais Leasie and to enforce die 
odwi obligations of die Lessee under tfais Lease. 

Lessee sfaaU be m defaidt under dus Lease ff (i) Lessee f aUs to pay, on or before dw day 
sudi payment is due, any payment reqiured by dus Lease to be pdd and such faUure continues 
for fifteen (15) days after written notice to Lusee of sudi faUure from Lessor, or (u) Lessee faUs 
to keep oi perform any covenant oi condition, odiei dun dw paynwnt of money, reqdred to be 
kept or perfoimed by Lessee under this Lease and the faUure contmues for sixty (60) days after 
written notice to Lessee ±ereof is given by Lessor, provided diat Lessee shaU nbt be b defedt tf 
Lessee shaU commence m good faidi to remedy said failure widib such sixty (60) day period and 
diereafter diUgendy puraues aU commerciaUy reasonabte efforts to remedy the default as soon as 
is practicabte. Upon default. Lessor may, at its option, temunate this Lease by notice to Lessee 
and re-enter upon and tdce possession ofdie Leased Premises and hold and possess the sanw as 
its absolute property free and dear of any daims of, by, or duough Lessee, and pursue any and 
d l odier remedies avaUable under die laws of die State of Montana for vidation of any covenant 
or condition of diis Lease, and dl such remedies sfaaU be deemed cumidative and not exdusive!. 
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No adion by Lessor pursuant to diis Sedbn 7 shaU impair dw right to payments due or accrued 
np to tfae time of temunation and re-entiy faeieundei. ff Lessee's default is tfae faUure to pay any 
installment of tfae Execution Bonus, and Lessee fiuls to cure its defeult widun tfae fifteen (15) day 
taiiative period or upon any tennination of diis Lease, then aU tmpaid instdlments of tfae 
Execution Bonus shaU be accelerated and become immediatdy due and payable. 

Notwithstanding die precedbg paragraph, ff Lessee disputes an aUegation by Lessor of a 
breadi of this Lease, dw dispute shdl be submitted to aibitration puisuant to Section 10, and ff 
die aibitration awaid detennines there is a breach. Lessor shaU not have die right to temunate tfae 
Lease and re-entd: the Leased Preniises ff Lessee pays dl amounts owed withb fifteen (15) days 
after die arbitration award is issued and ff Lessee commences b good fdth to remedy any 
breach, odier than the paymrat of money, widib sixty (60) days after issuance of die award and 
thereafter diUgendy puraues aU conunerciaUy reasonable efforts to remedy the default as soon as 
is practicable. 

AU data b Lessee's possession or control, of every kind and description, whidi has not 
pievtously been ddivered to tfae Lessor, rdatbg to die Leased Premises, bdudbg but not 
Ibuted to geologic and hydrologic dda. reports, maps, logs, cod reseive bfoimation, tide 
bfiumation, environmental studies and reports, mbe nups, geotecbnicd data, isopach maps 
pertabmg to ovetburden. sulfiir. ash, sodium, heat content, and undamaged driU cores and odwr 
pertbent data rdatbg to die Leased Premises and the cod underlying the Leased Premises shdl 
be ddivered to tfae Lessor witfab tfairty (30) days after tfae temunation or expiidion of tfais Lease, 
provided diat Lessor must bear dl reasonable costs associated with die provisbn of such data to 
Lessor. 

SECTIONS. ASSIGNMENT OR SUBLETTING 

Excqit for a Pennitted Transfei, as defined below. Lessee covenants and agrees diet it 
wiU not seU, assign, subtease, mortgage, pledge or odierwise tcansfer or encumber (collectivdy a 
"Transfer" and the odier party or parties to die Transfer a 'Transferee") this Lease or any rights, 
interests or estates, created by this Lease or aU or any portion of the Leased Premises, ddwr 
voluntarily or by operation of law, without having first obtabed dw written consent of Lessoi, 
which may be aibitiarily withfaekL 

Piovided, however, that the prohibitions b the precedbg paragraph are subjed to the 
foUowbg Peimitted Transfera: 

a Any Transfer to an "affUiate" of Lessee faereb iŝ .a Pennitted Transfer, and for 
puiposes of tfais Section 8 an entity is an "affUiate" ff more dian fifty percent (50%) of tfae equity 
bterests and votbg powei of tfae entity to which this Lease is bebg transfened is owned or 
controUed by the same bdividud(s) or entity(ies) who owned or controUed more than fifty 
percent (50%) of the equity inteiests and votbg power of Lessee on die Lease Dde. 

b. Any Transfer to a Rqmtable and Pradent Cod Mining Conqiany is a 
Pennitted Transfer. A "Reputable and Prudent Coal Mbing Company" sfadl mean any 
entity, or its parent or affUiate that over die three (3) yeara immediatdy precedbg the date of 
such PennittBd Transfer (i) has produced not less dun five (5) mUlion tons of cod b die United 
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States, wfaedwr direcdy and/or bduecdy tfaiough its whoUy owned subddiaiies or contrad 
minen or pretlecessor companies on an annualized basis; (U) has not filed a voluntaiy 
bankraptcy proceeding or been declared a bankrapt; (iu) lus not been bbdced by any 
govemmentd authority fiom holdmg any necessary mbing pennits; (iv) has not bad any teases 
for cod reseives teiminated oi forfdted as a resdt of uncured (iefaults under sucfa leases and 
(v) faas a nd worth of $250,000,000 or more on a consolidated basis. 

c. Any Transfer to an exchange traded pubUc company is a Pennitted T^sfer. 

d. Any Transfer to a tender or group of Ididera to Lessee wfaereb Lessee is 
ptedging or eacunibering its leasdtold uiterest b dus Lease as security for or b retum for die 
loan and said loan or financbg is b an amount b excess of $10,000,(X}0, is a Pennitted Tcansfer; 
provided, faowever, that dw lender may not subsequedly Transfer sudi interests to any entity 
odier than a Reputable and Prudent Cod Nfining Coinpany. 

A "Transfer of ControF' of Lessee or its pennitted transfdee (deteimbed b accordance 
with dw precedbg providons of this Section 8), dd ia vduntarily or by operation of law, shdl 
constitote a Transfer of the Lease under tfais Section 8. "Transfer of Codrol" as used b d w 
precedbg sentence shaU bdude a Transfer of sidfided bterests to vest more dun fifty percent 
(50%) of Lessee's equity bterests oi votbg powei (or dw eqmty bterests or voting power b its 
pennitted transferee) b penons or entities wfao are different dun diose penons oi entities wfaicfa 
direcdy own more than fifty percent (50%) of Lessee's equity bterests or votbg power (or with 
resped to a pennitted transferee, those peraons or entities wfaidi duecdy own more than fifty 
percoit (50%) of the equity bterests or voting power of such permitted transferee as of diei 
effective date of such pennitted Transfei. 

Accwdbgly, a Transfer of Control shdl have occuned whenever more dun fifty percent 
(50%) ofLessee's equity bterests or voting power (or dw equity bterests or voting power b its 
pennitted transferee) shaU beconw subject to dw dired ownership of a peison or entity or group 
of related peraons or entities who are different dun those peraons or entities which diiedly own 
Lessee's equity inteiests of voting power on dw Lease Date (or widi respect to a pennitted 
transferee, diose penons or entitws wbidi direcdy own more dun fifty pacent (50%) of tfae 
eqjuity inteiests or voting power of sucfa pennitted transfeiee as of the e i^ t ive date of such 
permitted Transfer). Notwithstandbg anydung herdn to dw contraiy. a Transfer of any or aU of 
the voting power or eqpity bterests b any parent entity diat direcdy or bdiiecdy owns Lessee 
sfaaU not constitote a Transfer hereunder nor require Lessor's consent 

b die case of a Transfer to wfaich Lessor has consented or which is a Peimitted Transfei, 
Lessee wiU fint obtab and piesent to Lessor a covenant of assumption by die Transferee, . 
whereb sucfa Transferee expressly agrees to and widi Lessoi to assume and be bound by dl of 
dw covenants, teiros, conditions and provisions hereof to die same extent as ff sdd TVansfcree 
had been named as tfae origiiud Lessee. 

Any such Transfer to which Lessor has CQnsated or which is a Permitted Transfer shaU 
not reUeve Lessee from its obUgations to conqily witfa aU die coveiunts, terms, conditions and 
provisions of diis Lease, unless otfaeiwise agreed b writbg by Lessor, la die event Lessor 
consents to any Transfer, such consent shdl not relieve Lessee and/or any Transferee fiom 
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securing Lessor's written consed to any fiirther Transfer which is not a Pemutted Transfer, nor 
shaU any sucfa consent be construed as a consed to any furdier Transfer, odwr than a Peimitted 
Transfer, or as a wdver of any portion of this Secdon oi of Lessoi's rights hereunder. 

Upon the occurrence a i any such Tiansfer, vrtuch is not a Permitted Trtmsfer, widiout die 
prior written approvd of Lessor, Lessor sfaaU have the option to temunate fhis Lease by seivbg 
written notice on Lessee of its dection so to do. 

Any dhect or bduect Transfer or Transfar of Control b vidation of diis Section 8 shdl 
be null and void and shaU have no foice or effect 

SECTION 9. WAIVERS AND RELEASES, ETC. 

No wdver, release, modification, or amendment of any of the terms, conditions, or 
provisions of this Lease shdl be vdid or sd up or reUed upon by Lessw (u Lessee, or offered by 
eidier of said parties b any judicid proceeding, aibitrdion proceedbg or otherwise, unless dw 
same is b miting duly exercised by Lessoi and Lessee. The faUure to exercise any right upon 
nonpeifiinnance shaU not be construed as a wdver of die right to bsist on subsequent 
peifiumance of the terms and condidons hereof. 

SECTION 10. ARBITRATION. 

b the event of a disagreement or dispute between the parties hereto arisbg under or 
related to diis.Lease or Lessee's operations hereunder, indudbg disagreements or disputes 
regardbg mattera requiring die mutod agreenwnt or consent of tfae Lessor and Lessee under diis 
Lease, sudi disagreement or dispute shaU be submitted to duee (3) competent and disbterested 
aibitratora b tfae foUowing manner. The party desiring such aibitration sliaU sded its aibitrator 
and give writtm notice diereof to tfae odwi party, and sfaaU b sudi notice state predsdy dw 
matter or nuttera whidi it is proposed to bring befbre the aibitratora. and ody die mattera so 
stated shaU be considered and decided by them, ff die party recdvbg sucfa notice shdl feU to 
name an aibitrator withm fifteen (15) days aftei notice as afoiesdd has been given to it, dw 
arbitrator named by die party givbg such notice shaU nanw and appobt an aibitrator for and b 
behaff of tfae party so b default, and tfae aibitrator so named and appbbted shdl have die same 
power and audiority as ff he had been appomted by such party. Prioi to die appobtmoit of a 
third arbitrator, as herdnafier set forth, owh party shaU subnut to both aibitratora above-named a 
detaUed statemed of their last and find positions on dw mattera to be aibitrated whhb fifteen 
(15) days after die appointment of a second arbitrator. The aibitratora so diosen shaU appomt a 
duid aibitrator, and b the event they are imdile to agree on sudi appobtment, the appobtment 
of die durd aibitrator may be made by dw Chief Judge of the Fedeid Distiict Court fbr die 
District of Montana tm die application of ddwr of dw paities hereto. The diree (3) aibitratora 
shaU immediatdy upon their sdection hear and dedde die question or questions siibnutted for 
aibitration and shaU give to eadi of die Parties faereto reasonabte. notice of die tinw and dw place 
b Billbgs, Montana trf tfaeir meetmgs, and reasonable oppoitumty for the production of 
evidence. After hearing botfa parties, die aibitiaton sbdl prompdy make an award b writbg 
upon dw question or questions submitted and sliaU deUvei a copy of sudi awaid upon eacfa party 
hereto, b makbg dwir award, the arbitraton shaU cfaoose one (1) of dw detaUed statements 
submitted by die parties hereto as diove set forth and shaU not odierwise render any award. The 
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award of such arbitraton, or a majority of diem, duU be find and bindbg upon die parties 
hereto, and dw sdd aibitratora or a majority of dwm, shdl, b dwir avrard and as a part diereof, 
dfscide by whom and b what proportion dw costs of such aihitration diaU be home and paid and 
the amount of sudh costs. Neidwi party hereto shaU faave or enforce any rif^t or remedy agauist 
tfae other b respect of any mattei herem made the subject of arbitratbn, untU sudi matter shaU 
haye been subnuttbd to and decided by aibitration b the manner above provided, and dim only 
m aecoidance widi sudi decisioii b aibitration. The judgmed on die award rendered by dw 
arbitradon may be entered b any court having jurisdiction. All arbitration sfaaU be conducted b 
accwdance with die Montana Uniform Arbitration Act and, to the extent not bconsistent with 
dw Montana Umfoim Arbitration Ad, m accordance witfa dw Commerdd Aibitration Rules of 
die American Arbitration Association. In agreebg to die mediod of diqmte resdution sd forth 
b dus aibitration dause, the parties spedficaUy acknowledge dut eadi prefers to resdve 
disputes by aibitratbn rather dun duough the foimd court process. Farther, each of them 
underatands dut by agreebg to aibitrdicm eadi of dwm is wdvbg the right to resolve disputes 
arisbg or relatbg to tfais Lease b Court by a judge or jury, the ri^t to a jury trid, die rigfat to 
discoveiy avaUabte under die Montana Rules of Chdl Piocxdure, dw right to findings of feet 
based on die evidence, and the rigfat to enforce the law qipUcable to any case arisu^ or rdatbg 
to diis Agieement by way of appeal, except as aUowed unider tfae Montana Unffoim Aibitratbn 
Act Eacfa of diem also acknowledges tfad eacfa has had an opportunity to consider and study diis 
aibitration provision, to consult with counsd, to suggest modification or changes, and, ff 
requested, faas recdved and reviewed a cppy of the Montana Unffonn Aibitration Act 

SECTION I L NOTICES. 

AU notices or odier communications requiied oi pennitted by tfais Lease shaU be b 
writing and sbaU be deemed given wfaen peraonaUy seived, or b Iwu of sucfa persond service, 
five (5) days after deposit b die U.S. MaU, firat dass, postage prepdd, certified, or on dw next 
busbess day ff sent by reputable ovemigfat courier, provided receipt is obtabed and diarges are 
prepdd by tfae ddiverbg party, or on die date of dedronic recdpt of transmission ff sent by 
facsimUe, provided that ff such dde Is not a busbess day, dien on the next busbess day. Any 
notice shaU be addressed as fbUows: 

To Lessee at: 

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

Witfa copy to: 

One CityPlace Drive, Suite 300 
St. Louis, MO 63141 
Attention: General Counsel 
Pfaone: (314)994-2700 
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Fax: (314)994-2730 
emul: bjones@archcoal.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 
EmaU: whogan@iirplp.com 

5260 Irwin Road 
Hnntmgton, WV 25705 ' 
Attention: Kevin WaU 
Phone: 304-522-5757 
Fax: 304-522-5401 
EmaU: kwdl@wpplpiCom 

Any party may diange its address for purposes of tfais Secdon by givbg nodce of such change to 
tfae otfaer party b a maimer provided b diis Section. 

SECTION 12. RECLAMATION. 

Lessee sfaaU perfonn dl activkies necessary to redaim and restore die Leased Preniises 
as required by aU appUcdite federd, stde and local tews, rules, regutetions, ordos and 
ordinances and the period durbg wfaich such activities occur on the Leased Premises, or on 
Odier Lands shdl be refened to as tfae 'Teriod of Redamation Activity." During die Period of 
Reclanution Activity, Lessee shdl faave fiiU access to and control of dw portions of tfae Leased 
Preniises to wfaidi access is necessary or desirable to achwve die restoration or redamation 
required to proted and secure release of its appUcabte bond oonunitments. aU widiout undue 
bterference fiom Lessor. Durbg tfae Period of Redamation Activity and untU rdease of aU of 
Lessee's reclamation bond(s) covering tbe Leased Premises or Odwr Lands, if any. Lessee shdl 
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continue to pay Lessor eidier a Suifiwe Damage Standby Payment or a Surface Damage 
Payment, as appUcabte, b accordance with Sedion 6.5 foi diose GNP Suifiwe acres to whicfa 
Lessee retains access and control b oidei to complete its redamation and restoration obUgations. 
Any Surfiwe Damage Standby Payment or Suifece Damage Payment, wfaidi was being paid prioi 
to die tetmination of dus Lease sbdl contbue to be pdd at tfae times provided b Section 6.5. and 
any Surfece Damage Standby Payment and Surface Danuge Paynwnt n d bebg pdd prior to tbe 
tennination of diis Lease but wfaicfa are required to be pdd for d e firat time piusuant to diis 
Section 12 sbaU be pdd by Lessee to Lesspr on or before dw expiration of 90 days from and 
after dw temunation of th^ Lease, and annuaUy dieieaftei on die same date luitU Lessee notifies 
Lessor b writing that access and control are no longer necessary. The terms and providons of 
tfais Section 12 shaU swvive dw foridtuie or odier tominadon of diis Lease. Lessee shaU 
diUgendy puraue aU of its obligations under this Section 12 and diUgendy complete those 
obligations. 

SECTION 13. WARRANTY. 

The Lessor, for itseff, its successon and asdgns, does hereby covenant and agree with dw 
Lessee, subjed to the exoqitions and reservations hereb s d fordi, subjed to grazing leases, 
hunting rights, and otfaer leases and licenses, as weU as to easements and rights of way, as Lessoi 
may previously have entered bto oi granted, and subject to such limitations, restrictions and 
defects m Lessor's tide to dw Leased Preinises as were b existence at dw dme of Lessoi's 
acquisiticm of dde to die various tiacts comprising the Leased Preniises, dut upon die payment 
of die rentals, royalties and other amounts (lue to Lessor tmder tfais Lease and die perfoimanoe of 
aU and singular die covenants and agreements aforesdd, said Lessee shdl and nuy peaceably 
and quietiy have and enjoy sdd Leased Preinises for and during die term of tfais Lease, and for 
die puiposes of tfais Lease, free from any faindrance by the Lessor, or any penon or entity 
daiming by, dirough and undei Lessor, its successon or assigns. Lessor wanants dut aU leases, 
licenses, hunting ri^ts, easements and rights-of-way referenced b the precedbg sentence to 
wfaidi Lessor is a party or of wfaich it has knowledge are listed on Exhibit D attached hereto and 
that Lessor faas provided Lessee witfa copies of dl such leases, licenses,huntbg rights, 
easements and rights-of-way. Lessor does not wairant generaUy its tide to dw Leased Ptemises 
b d wanants only, subjed to the matters set forth b dw preoedbg sentences and subject to 
mattera as to which Lessee has knowledge as of die Lease Date, thd neither it nor anyone or 
entity daunbg by, dirough and undei dw Lessoi, has done any ad to owumbei the tides which 
it acquired to the various tiacts comprisbg the Leased Premises since its acquisition of sdd 
tracts wfaich would materidly bterfere widi dw operations of the Lessee heieunder. 

SECUON 14. SUCCESSORS AND ASSIGNS. 

AU covenants, agreements, and conditions heieb sd foitfa to be perfoimed by oi on 
behdf of Lessor or Lessee shdl bbd their respective successora and assigns, whedier so 
expressed or not, and shaU mure to die benefit not only of Lessor and Lessee, but dso dw benefit 
of tbeir respective successora and assigns, but diis Section shaU not be construed to modify die 
provisions of Sectitm 8. 
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S E C n O N l S . REMOVAL OF PROPERTY. 

Lessee, havbg perfonned d l the terms and conditions of this Lease to be by it perioimed, 
and havbg mined aU tfae merafaantable and mineable cod faereb denused sfaaU, witfab six (6) 
months dwreafter, remove any and dl mobUe inbbg eqdpnwnt and penond propeity ownol by 
Lessee, and shaU remove fixun tfae GNP Suifece any and d l iniprovenwnts, bidldings. or otfaer 
stractures pteced diereon by Lessee during die teim hereof, ffdw Lessee shaU feU to remove any 
of die mobUe minbg equqnnent and penond pniperty described above widun sdd six (6) 
mondis, dwn at Lessor's option tfae same shaU tfaoeupon be and become dw absobte property of 
Lessor. 

b tfae event diis Lease is terminated fiu any reason prior to removd of aU merdiantable 
and nuneable coal, aU buildbgs, structures and unprovements tfaen affixed to the Leased 
Premises, at Lessor's option, shaU be and beconw the property of Lessor, but mobUe minbg 
equipment and penond pioperty of Lessee shaU remab the property of Lessee; provided, 
faowever, dut ff tfae Lessee fails to remove die sdd mobUe minbg equipment and persond 
property widun six (6) montfas after sucfa tennination of diis Lease, then, at Lessor's option, dw 
same sfadl thereiqicm be and become tbe absolde property of Lessor. 

b die event Lessee acquires any surface or mineral ri^its or devdppmed rights widun 
the Otter Creek Tracts Area not cuirendy owned by Lessor, (coUectivdy, "Other Property"), 
Lessor is hereby granted the right, upon any tenninatbn, asdgnment. subteasing, or any othei 
siurendei of any of die Odwr Property, if this Lease has teiminated, or ff Lessee intends to 
temunate or dlow this Lease to terminate, to require Lessee, at Lessor's sole option and under 
conditions it reasonably deems acceptable, to assign, lease, sublease or otherwise transfer such of 
the Other Prpperty as Lessor designates, provided tfaat Lessor shdl compensate Lessee for dw 
fair maiket vdue of sucfa designated Other Property, ff, prior to the expintion of dw State of 
Mbntana Leases, Lessee tenninates, sunenden or otheiwise abandons its rights widi respect to 
any suifece or nunerd rigfats or devdopnwnt rigfats widib tfae Otter Credc Tracts Area and ff diis 
Lease is temunated, at Lessor's sole option and under conditions it deems acceptable. Lessee 
sfadl assign aU rigfat. tide and bterest b and to tfae State of Montana Cod Leases to Lessor. 

SECTION 16. TRANSPORTATION OF COAL MINED FROM ADJACENT TRACTS. 

Lessee shall have tfae right (to die extent of Lessor's ownoship) free of any diarge or 
payment to transport fordgn cod bto, over or through the Leased Prenuses. Feu puiposes of diis 
Section, dw teim "foreign cod" shaU mean any cod odier dian cod mined from die Leased 
Premises oi any other properties under lease to Lessee from Lessor. 

SECTION 17. ABSTRACT. 

Lessee, at its option b its disaetion, may record an abstract <ir memorandum of tfais 
Lease and Lessoi sfaaU coopeiate b aU respects to execute sudi abstract or nwmorandum. 
Lessor and Lessee nuy execute amendments to dw abstract or memorandiun b eadi bstance as 
reasonably requested by Lessee. 
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S E C n O N l S . ENTIRE AGREEMENT; AMENDMENTS. 

This Lease constitutes die entire agreemed between dw Lessor and Lessee respecting its 
subjed matter. Any agreemdit, undentandbg, oi rqnesentation lespedbg the Leased Premises 
or tfais Lease not expressly set forth b this Lease or b a subsequent writbg signed by bodi 
paities. is nuU and void. Tfais Lease sfaaU not be modified or amended excqit b a writbg signed 
by botfa paities. No piuported modification or amendment, bdudbg , without lunitation, any 
ord agreenwd (even ff supported by new consideration), course of conduct, or disence of a 
response to a unilateid communication, shaU be bindbg on dtfaer party. 

SECnON19. GOVERNING LAW. 

This Lease shaU be governed by and interpreted b accordance widi tfae btemd laws of 
tfae State of Montana, not b d u d b g a idioice of laws rules dut would cause it to be govemed by 
the laws of anotfaei juriscUction. 

SECnONZO. PARTIAL INVALIDITY. 

Should any providon of this Lease be hdd b a find and unappeateble decision of a court 
of competent jurisdiction or by aibitratbn b accordance viridi Sedion 10 to be ddier bvaUd, 
void or unenforceable, the remaining provisions of tfais Lease shdl remab b foU force and effect 
and unimpaired by die holding. 

SECTION 21. NO PARTNERSHIP. 

Nodibg contabed b this Lease shdl be construed to create an assodatbn, jobt venture, 
trust or partnenhqi covenant, obligation oi liabUity on or witfa regard to any one (1) or more of 
tfae parties to diis Lease. 

SECTION 22. ATTORNEYS'FEES. 

ff eidier party brbgs any action or proceedbg against the otfaer (indudbg any crass-
complabt, counterdaim or diiid party daim) to enforce or bteipret dus Lease, oi otheiwise 
arisbg cmt of diis Lease, the prevaUbg party b suidi actbn or proceeding shaU be entided to its 
costs and expenses of suit, includbg reasonable attomeys' fees and accountants' fees, which 
shaU be paydile whethei oi not such action oi proceedbg is prosecuted to judgment For 
purposes hereof, the teim "prevailbg party" bdudes a party wbo dismisses an action for 
recoveiy b excfaange for payment of die sums dlegedly due, perfonnance of covenants dtegedly 
breached oi consideration substantiaUy equd to the reUef sou^t b tfae actbn. 

SECTION 23. COUNTERPARTS. 

This Lease may be executed with counteipart signatore pages and b dupUcate origbals, 
eacfa of whicfa shaU be deemed an origbd, and aU of which togedier shaU constitote a sbgle 
bstrament 
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SECTION 24. CONSTRUCTION AND INTERPRETATION. 

The headbgs of dw sections of this Lease are not part of diis Lease and shaU faave no 
affed upon tfae constiuctbn oi inteipretation of any part of dus Lease. Unless tfae context 
requires otfaeiwise, references b tfais Lease fo sections, subsections or exfaibits refers to dw 
seictions, subsections and exfaibits ofthis Lease. Unless die context requires otfaerwise, 
references to a "party" or "paities" refera to Lessor or Lessee, or bodi, as die context may 
require. The word "indudbg" shaU be construed b its bdusive sense, and not b limitation, 
wfaeidwr or not language of non-Umitations (such as "widiod limitation") is used with reference 
diqeto. AU provisions of this Lease faave been negotteted by Lessor and Lessee at anns-tengtb. 
This Lease shaU not be construed for or against dtfaer party by reason of die afidumhip (u 
aUeged autfaordiip of any provision of this Lease or by reason of die status of the respective 
pardes as Lessor or Lessee. 

SECTION 25. FORCE MAJEURE. 

Wfaen used faereb, "Force M^eur^ ' nwans any cause beyond die control of dw Lessee, 
which may bdude, without limitation, ads of God, acts of pubUc enemy, insurrections, riots, 
labor disputes, fires, explosions, floods, interraptions to ttansportation (^ Cod bduding laUcai 
or baige dioitages, embargoes, ordera or acts of dvU or military authority or of any 
govemmentd body havbg jurisdiction and authority over die Lessee or dw Leased Piemises or 
Lessee's wodc force or Lessee's customera, madcd conditions, or other causes whicfa prevent dw 
minbg or ddiveiy of Cod or tfae accqitance, transportation or utUization of Cod by ttw Lessee 
or its costomen. Subject to tfae notice provisions set forth bdow, b tfae event of Force Majeure, 
Lessee's obUgations hereunder whidi are jprevented by tfae Force Majeure, odier than payment 
obUgations, shaU be suspended during die Force Majeure provided thd (A) ff occunbg during 
tfae Primary Term prior to die fint occurrence of commerdd production, the period of dw Force 
Majeure sbaU be added to die Primaiy Teim provided that die Primary Term may not be 
extended by reason of one (1) or more coniUtions of Force Majeure for longer dian a cumdadve 
period of duee (3) yean; or OB) ff occuning after dw firat occuirence of commerdd production, 
diis Lease shaU not temunate as a resdt of the absence of cod prodiwtbn during die period of 
Force Majeure, and die period of Force Majeure shdl be added to any time period widun wfaicfa 
production must be resumed b order for dus Lease to remab b effect and dw tune period for Ifae 
perfonnance of any obUgation of Lessee (othei than a payment obUgation) or for die exercise of 
Lessee's rigfats, provided did the additions to the tinw periods referenced b diis dause (B) by 
reason of one (1) or more conditions of Force Majeure shaU not exceed a cumutetive period of 
duee (3) yean. Lessee shdl give Lessor notioe (i) of dw Force Majeure widun 20 days after the 
date ^ e Lessee claims commencement of dw Fcuce Majeure, and (U) promptiy upon die aid of 
tfae Force Majeure. Lessee sfaaU diUgendy wodc to diminate tfae effect of ̂  Force Majeure. 

SECTION 26. PARTIES'ORGANIZATION AND AUTHORITY. 

Lessor warrants tfaat* (i) Lessor is a limited partneiship ddy wganized and validly 
existing b good standbg under the laws of the State of Ddaware, and has authority to own and 
lease properties, conduct its business, and entei into diis Lease and consununate dw transactions 
contempiated hereby; and (ii) this Lease has been duly and vaUdly audwrized, executed, and 
deUvered by or on bdulf of Lessor and constitotes dw vdul and bbdbg agreemed of Lessor, 
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enforceable b accordance with its terms; tfae perfoimance of tfais Lease and die consummation of 
the transactions contempteted hereb and the fulfillment of tfae teims faereof^ do not and wUl not 
result b a breadi of any of tfae tenns and provisions of, oi constitote a defedt under, any stotote, 
bdenture, mortgage, deed of trast, votbg trust agreement, note agreement, lease, or otfaer 
agreement or bsitrument to vriiidi Lessor is a party or by whidi Lessor or any of its pioperty is 
bound, or undei any rale or regutetion or order of any court or other govemmentd agency or 
body appUcable to Lessor or any of its propeities, and no consent, approvd, audiorization, oi 
order of any court or governmental agency oi body has been or is required for tfae executkm and 
ddiveiy of dds Lease, or for die consununation of the transactions contempteted hereby. 

Lessee wanants diat: (i) Lessee is a ooiporation duly oiganized and vaUdly existing b 
good standbg under the laws of die State of Ddaware, and faas audiority to own and lease 
properties, condud its bnsiness, and enter bto this Lease and consummate dw transactbns 
contempteted hoeby; and (u) diis Lease faas been ddy and vdidly audiorized. executed, and 
deUvered by or on befadf of Lessee and constitotes die vdid and bbdbg agreenwd of Lessee, 
enforceabte b accordance widi its tems; dw peiformance of diis Lease and die consummation of 
the transactions contemplated faereb and tfae fulfillment of tfae terms hereof do not and wUl not 
result b a breadi of any of ± e terms and provisions of, or constitute a defindt under, any statote, 
indenture, mortgage, deed of trast, votbg trust agreement, note agreemed, lease, or dher 
agreement or insfrument to wfaicfa Lessee is a paity or by wfaicfa Lessee or any of its property is 
bound, or undei any rale or regulation or order of any court or odwr govenunentd agency or 
body applicable to Lessee or any of its properties, ami no consent, approvd, auduirization, or 
order of any court or govenunentd agency or body has been or is requued for die executbn and 
delivery of this Lease, or for dw consununation of die transactions contemplated hereby. 

IN TESTIMONY WHEREOF, die parties hereto have caused tfais Lease to be executed b 
tfaeir respective names by tfaeir respective rqiresentatives diereunto ddy audiorized, dl as of dw 
day and year fint above written. 

Executed b dupUcate. 

Great Northern Properties Limited 
Partnership 
By: GNP Management b e , its general 

partoer 

By: 
Name: 
Tide: p r v i t ^ f ^ 

Ark Land Compnny 

By: 
Name; 
Tide: 

o a u e a d-. f̂AiAJ^a,7y 
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STATE QF 1 ' ^ ^ 

of /jLrm County I 
ss. 

Tfais bstrumed yaas admowledged before me on die ' ^ ri day of fvOVO^ettr' _ 
• by Ck4k^f^ l l l C o t r . n ^ f ^ S t ^ L A nf 

GNP Management, be., which executed dus instrument as dw generd partner of Gred Northern 
Properties Limited Paitaership. 

2009, 

(SEAL) 

MARrsXENARBUiaaB 
fMyOOMMeaONEJOWEsI 

•>UtV2Sia012 

/lltJLSae^4,l,uJt^C^ 
[^pe or ftint I [Type or Print Name] ^ 

Notary Public for die State of /uVa.^ 
Residmg d jLLa-M 
My Commission expires: Tj^QfuatL. 

STATEOF / / / ^ 5 o ^yZ- / ) 
: ss. 

Cotmtv of < f f L-O b f i ^ ) 

This instiument was acknowledged befiiice me on dw /J^— day of / / ^ i / ^ ^ B S. ^ 
2fl09.bv D j t ^ r b ZT. J^yA/jJa-SiT^ .as ' P ^ ^ ^ t ^ j S j / T ' nf 
Adc Land (̂ onqmny. 

(SEAL) 

1<^.SB)L 

MAfrrCHAMLTON 
My Connnisjbn B ^ A n 

SepleiiAHH20l1 
SLLflUhtaiir 

(<annilsslanW741878S 

M^-^yf^d^. >^>>t^y^:-^ 
[Type or Print Name] 

Notary Public for die SUte of / V ^ 
Residmg at "SrT C 9 t^f<: f 
My Commission expires: ^ / f ' / / ^ » ^ 
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5602 Hesper Road 

. ^ ^ ^ Hydrometri<s,lnc.* 1S!& '̂m 
^N—*^^ Consulting Sdentists and Engineers Fax: (406) 656-8912 

www.liy{ln>iiietries.mni 

July 14,2010 

Mr. Chuck Ken, Presided 
Great Northem Properties LP 
601 Jefferson Stteet; Suite 3600 
Houston, TX 77002 

Re: OtterCreek 

Dear Mr. Ken: 

Ark Land Company (Ark), an afiUiate of Arch Cod, b e , has leased certdn cod reserves fiom Great 
Nordiem Properties LP (GNP) and dw State of Montana at Otter Creek. Powder River County, Montana. 
Arch Cod be . has formed a new subsidiary, Otter Creek Cod LLC, to develop dus cod reserve. 
Hydrometrics, be . of BUlbgs, Montana, is assembUng a Notice of btent to Prospect on behalf of Otter 
Creek Coal, LLC on sur&ce properties owned by Great Northern Properties LP and leased to Ark. These 
properties comprise some 4910.56 acres, and are enumerated b Exhibit B of die lease ageement 
between GNP and Adc dated November 12,2009. 

Prospecting activity will consist of environmentd baselbe stodies, and subjed to furdier permhtbg by 
the Montana De|nrtment of Environmentd Quality (DEQ), instaUation of modtorbg wells and 
exploration drillbg. 

DEQ rales et ARM 17.24.1018(4) specify that an ovmer of sur&ce on which prospectmg will occur must 
be notified that DEQ shdl make bvestigations and bspections necessaiy to ensure compliance witfa the 
Montana Strip and Underground Mbbg Act, appUcable rales and permit conditions. The puipose ofthis 
letter is to provide thd notification. 

Please contact Dave Simpson (406) 933-S384 or myself if there are any questions regarding tfais 
notification. 

Sbcerely, 

Heidi J. Kaiser 
ProjedMuiager 

C. Mike Rowlands, Otter Creek Coal, LLC (via e-mul) 
Dave Sunpson, Simpson and Assocides, LLC. (via e-mail) 

lUPROIECTSVCmiCRtNOI\LJ3NPKev7l3.doe 
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ExhibitA 
Otter Creek Tracts Area 
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EXHmrr"B" 

COAL 

Seclwa25: All 
Secd0B27: All 
Secdoa35: All 

Sectbn 1: Lots 1,2,3.4, S/2N/2. S/2 (AU Fri) 
Section3: Lots 1.2,3.4.S/2N/2,S/2 (AURrl) 

Section 11: All 
SecdoBl3: Lots 1 .2 .3 .4 ,5 .6 .7 .8 . N/2 (All FrO 
Secdon IS: EO. E/2SW/4, NE/4NW/4 
Secdoa IS: SE/4NW/4 (S0« CoaQ 
Seirtion 22: SW/44E/4, E/2NW/4 
Secdon 23: Ijots 1,2,3.4, Wfl, W/2Efl (All RI) 
Secdon 25: Lots 1 .2 ,3 ,4 .5 ,6 ,7 .8 . SA (All Fri) 
Secdon 35: EG. E/2W/2, NWy4NWAt 

Otter Oeek TVact #3 

Section 5: Ixtts 1,2,3.4, S/2IV2. S/2 (All ftl) 
Secdon 7: Lots 1.2.3.4, S/2 (All FH) 
Section 9: W/2,SW/45E/4 
Section 9: SE/4SE/4 (S0« Coal) 
Section 10: SW/4SW/4 (S0« Coal) 
Section IS: WaNW/4 (S0« Coal) 
Section 15: W/2SW/4 
Secdon 17: Lots 1 ,2 ,3.4,5,6, R l E f l (All Fd) 
Section 21: AU 

640.00 
64aoo 
64aoo 

630.96 
627.96 

640JOO 
597.01 
440.00 

40.00 
120.00 
674.24 
647.97 
520.00 

623.00 
53X28 
360.00 
40.00 
WJOO 
80.00 
80.00 

439.31 
64aoo 

TOTAL COAL MINERAL ACRES 9.692.73 
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F ^ ^ V "^"-Leased-PiemiKS 

QHHCrqpHTffCtffl 

None 

LEASED PREKOSES 

OtterCreek Tract M 

Township 4 SoaflL RnnfC 45 EagL Powder River Countv. Montana 

Section 10: S/2SE/4, SE/4SW/4 
Section 13: Lots 1 ,2 .3 .4 .5 ,6 ,7 .8 , N/2 (AU RI) 
Seetion 14: W/2 
Secdon 15: 0 2 . E/2SW/4, E/2NW/4 
Secdon 22: NE/4,E/2SW/4,Rl^/4.EaNWM Less 2.88 Ac Rii 
Section23: Lots I,2,3,4,W/2,W/2E/2(AUFri> 

i2aoo 
S97.01 
32aoo 
48aoo 
467.00 
674.24 

Otter Creek T r a c t « 

Township 4 South. Ranee 45 EtoL Powder River Cnuntv. Montana 

^Section 7: Lots 1,2,3.4, SG (All FTI) 
•Section 18: All 
Section 20: Lots2.3,4.SE/4,S/2NE.SE/4NW/4,E/2SW/4 
Section 21: All 

532.28 
640.00 
440.03 
640.00' 

TOTAL SURFACE ACRES 4.910J6 

* The surftce rights owned by Lessor in Sections 7 and 18 are subject to a pre^s t ing and active Surftee 
Estate Lease dated March 6.1979 between Peabody Coal Company as Lessor, and Consolidation Coal 
Conpany OS Lessee as fioiher described on Exhibit D. During the period tiiis Suftce Estate Lease is in 
fiiU fiiiGC and eSect as to any of tiie lands covered tiy such Surfiice Estate Lease, Lessee shall not be 
obligated to pay to Lessor, die Surface Damage Stand-by Payment piovided in Section 6.5 of the Lease 
on such lands aCEccted by such Suiftce Estate Lease. 
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Exhibit C 
Leased Premises 
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Lease* 

EXHIBIT "D" 

EXISTING LEASES, UCENSES, HUNTING RIGHTS, EASEMENTS AND RIGHTS-OF-WAY 
GN THE LEASED PREMISES 

gRUjAT NQRTnPBWPRPffERTTES L I M I T E D PARTTmtSHiP AS i^MSQE 

Lease Date lifBP'TBtiP" TVpe Legal DescriptiPB 

MTSAO00052 Thane ft Sandy Thomas 0401-2006 03-31-2012 Grazing ft 
Agricultural 

4S-4S&07A1I 
4S-45E-15E2SW 
4S-45E-18AU 
4S-45E-22E2NW.W2NE 

&SENE 

MTSAO00077 Keitii ft KP Stevens Inc 04-01-2006 03-31-2012 tjiazingft 
Agricultural 

4S-4SE-10S2SE.SESW 
4S^5E-13AUFrt 
4S-45E-14W2 
4S-45E-1SE2.E2NW 
4S-4SE-22NENE 

MISAOOOISS William ft Karene 
McGregor 

11:01-2005 10-31-2009 Tenancy 4S-45E-15E2SW 

MTSAO0O179 Thane ft Sandy Thomas 04-01-2008 03-31-2023 Grazing ft 
Agiicttltunl 

4S-4SE-22E2SW,SEI¥I 
4S-45E-23W2 
4S-4SE-27NE,W2SE.W2 
4S-4SE-28A1I 

MTSAO00182 Roger ft Lisa OaskUl 04-01-2008 03-31-2023 Oiazmg 4S-45B-20 Lois 23,4, SE 
E2SW,S2NE, 
SENW 

4S-45E-21 AU 
4S^5E-29NE 

MrLSO00003 Consolidated Coal Co. 03-06-1979 03-06-2019 Surface 
Lease 

MrLSO00002 Consolidated Coal Co. 03-06-1979 03-06-2019 Cool 
Lease 

4S-4SE-7ftl8AlI 

4S-45&9SESE 
4S-45E-10SWSW 
4S-4SE-15NWNW 

GREAT NORTHERN PROPERTIES LfMITED PARTNERSHIP AS LBSSEB 

I f l S e J J/'tlPT- ^ff'PrP""^ Expiration Tvpe 
C-107648 Great NortiKm Properties 06-l(M)9 06-10-19 Coal 

Lease 

OTHKH 

MisceUaneous unrecorded and local service easements for electric!^ and telephone. 

Leeal Description 
4S-45E.36AU 
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Great Northern Properties LP Surtice Lessees 

Thane & Sandy Thomas 

Ashland, MT 59003 406-784-6268 

Keith & KP Stevens Inc. 

P. 0 .80x91 

Ashfand, MT 59003 406-784-2459 

William & Karene McGregor 

P. 0.80x734 

Ashland, MT 59003 406-784-2732 

Roger & Lisa Gaskill 

P.O. Box 555 

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 ' Ol % 

MEMORANDUM NCyiTCE OF SURFACE ACCESS AND USE UCENSE AGREEMENT 

NOTICE IS HEREBY GIVEN BY THIS MEMORANDUM (diis "MsSQOSdUffl'O. dut under 
and pursuant to a separate agieement entitled Sinfine Access and Use License Agreemed C'̂ glSfiBaslI'') 
dated effective as o f / L ^ r / a . 2010 ("Effective Date"), by and between Keitli and KP Stevens, 
Inc, a Montana coiporatiao, having an address of P.O. Box 91, Ashland, Montana 59003 COstsaBT) 
and Ark Land Conipahy, /"ArirTjin<p widi an address of One CityPlace, Siute 300. St Louis, Missouri 
63141, Owners have granted surftoe access and use to, and does hereby Gtnifirm a grant of surfiice access 
and use to. Ark Land of the following described lands located b Powder River County, Montana 
("taadg"): 

T3S. R4SE MPAI. Powder River County. KfF 
Secdon 22: 82, S2N2, N2NE4, NE4NW4, less 4.44 acres 
described as follows: Commencing at a quarter corner stone 
between Sectbns IS and 22 T3S, R4SE, P M M ; Thence South 
01*0ri6» West 198.S feet to the South boundary of U.S. Highway 
#212 Right of Way and the true pdnt of beginning: Thence South 
89^'03" West 37S.0 feet; llience Soudi 00^0 '4r East 516.0 
feet; thenoe North 89°03'03" East 375.0 feet; Tlienoe North 
00^0'47" West S16 feet to the point of beginning, containmg 4.44 
acres, more or less AND less 12.0 acres described as follows: 
Thd portion ofthe NW4 Secticn 22, T3S, R4SE, VMM., 
described as follows: Beginniiig at a poid on the South boundary 
of Montana Highway #212 which is 1276 fed East fiom the West 
boundary of Section 22; Tlience East a distance of 792 feet 
pardlel and adjaced to sdd South boundary; Thence South a 
distanoe of 660 feet paralld and adjacent to the West boundary of 
a 4.4 acres tract; Thence West a distance of 792 fieet; Thence north 
a distance of 660 feet to the point of beginning, containing 12 
acres, auxe ar less. 

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

I 

T4S. R45E M.PAI. Powder River Countv. MT 
Section 3: AU 
Section 9: S2NE4,N2SE4 
Section 10: S2N2.N2S2 
Sectionll: AU 

The Agreement contaiiu the following principd terms among others: 

1. Grant of Surface Access and Use. Owners bave granted, and hereby confiim a grant to 
Ark Land, for tfae benefit of Aik Land and Otter Credc Coal, L.LC. CQ££"), of a Ucense to enter iqion, 
access,, cross, use and occuis so much ofthe Lands as are needed to condud environmentd, wihflife, 
biologicd and geologic sainpling, studying, modtoring, assessment and exploration drilling activities. 

3. Tenn. Subiect to the provisions ofthe Agreement, the Agreemed is for a primary term of 
two (2) years fiom the Effective Date, provided tfaat Ark Land may extend the Adeemed for an 
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additiond two C2) years and may fiuther retpiest an extension to oomplete restoration and rechunation 
activities. 

4. Notice. AU. notioes aid other oommmiications to. dtfaer party shdl be deUvered as 
foUows. Owners jointly and severaUy appoiat Ross Denson, or his legaUy designated successor, as tfaeir 
agem fiv the purpose of receiving notioes for tfaeir benefit under the terms of tfae Agreement. 

Ifto Ark Land: IftoOwners: 

Ark Land Cbnqiany KdthandKP Stevens, b e . 
Attn: President P.O. Box 91 
One CityPbce Drive^ Sdte 300 Ashland, Montana S9003 
St. Lods, MO 63141 Telqihone (406)784-2459 
Telephone: (314) 994-2950 
Fax: (314)994-2940 

5. AMtignwuaii Tfae Agreement is binding upon and sfaaU inuTO to the benefit of tfae parties 
tfaereto and their respective pemiitted successors and assigns. Ndther party shaU assign the Agreement, 
or any rigjtts or obUgations tfaerdn, without the prior written oonsent of the other party, which consent 
shaU not be unreasonably witfahdd; provided, however, that Aik Land may assign the Agreement witiiout 
consent to an affiliate or in connectkm with sale of aU or substantiaUy all of its assets fadd in coqunction 
with mining operations pnqiosed fin-or conducted in the vicidty of the Lands. 

6. No Wdver or Modification. This Memorandum is executed for the puipose of placing of 
record notioe ofthe Agreement and the terms and provisions tfaereof. Nothing herein shJaU, nor shaU it be 
inteipreted to, amend, modify or wdve any of tfae terms and conditions ofthe Agreement. All capitaUzed 
terms used in this Memoiandum, not otherwise defined, shdl have tfae meanings assigned in the 
Agreement. 

PEUmainder of Page Intentionally Left BUnk] 
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IN WITNESS WHEREOF, the paities have caused tfais Memorandum to be dgned and executed. 

OWNERS ARKLAND 

Kdth and KP Steven. Inc Ark Land Compai<y 

B y : - ^ 
•ntle: ^ ^ ^ - ^ ^ ^ ^ TAi^Z^Sa^L 
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STATE OF MONTANA ) 

Coontyof^MSS&ioiOS^ ) ^ 

1/ 1̂ Ttoinatrmnent wag admowledged hefJMg me on thjg < 6 ^ davof .>^«^^u&'r .20^811^ 
L . P . ^r±QAl&lA lcnanmtnHn.tohi.the f^ f>ae i ( \ e iu r ' ofKETTH 

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

ne] [Type, StiDi^ or Print Name. 
Notaiy PubUc fl^the Stde of M J " 
Residmad rutjes Qof /»y^ 
Mv commiaMon expiigg '*7- / 7 . 2 0 1 3 . 

STATEOF/tiSlaaisi ) 

Countvof tff.LfJEii.^ ) 

This instryepent w^jadmowledged before me on t h i f f / v ^ r day of 
, known to me to be t h e y H ^ r i ^ S s j / , . 

LAND COMPANY, a Del ! ooiporation. 

2er^by 
of ARK 

^m^j 
* ' t i ^ M * v\<'i* ^ 

[ D ^ , Stamp or Print Name] y | . " 
Notary PubUc g th^State of I n L ^ U o i t t 
Residing at < V ^ > Z ^ ^ ; ^ 
My commission expires ^ C f p X. 1 0 J £ . 
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Simpson 8i Associates, LLC 
P. 0.80x250 
Clancy, MT 59634 

406-933-5384 

December 13,2010 

Mr. Chris Yde 

Coal Program Supervisor 
industrial and Energy Minerals Bureau 
Montana ITepartment of Environmental Quality 
P. 0.80x200901 
Helena, MT 59620-0901 

Re: Otter Creek Coal Project; NOI Update 

Dear Chris: 
r 

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

SiiKerety, 

ravid W. Simpson 

C. Heidi Kaiser (Via e-mail) 
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ARK IAND COMPANY SCO,TL«HM. 
Senior noparly Anolyd 

VIA EXPRESS MAIL 

November 30,2010 

Mr. Oeorge Luther, Jr. 
Luther Appraisd Services, Inc. 
P.O. Box 1745 
MUesCity.MT S930I-174S 

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

Dear Mr. Luther: 

Endosed please find an origind Memorandum of Sur&ce Access and Use License 
Agreement, as referenced above, which I wodd ask thd you please record in the Powder 
River Coimty Recorder's Office. 

Once you receive the recorded origind, I wodd ask thd you please forward lo my 
attention. 

Ifyou have any questions, please feel fiee to contact me directly at the number or emdl 
below. 

Thank you fiir assistance with this matter. 

Sincerdy, 

Scott LKehrer 

A Subfidiary of 

1 Cil^aca !>. Suite 300 Sl. Louis, MO 63141 (314)994-2842 Fax: (314) 994-2940 e-mail: slcehrei®archcoal.com 
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MEMORANDUM OF SURFACE ACCESS AND USB LICENSE AORBEMENT 

N O n e E IS HEREBY GIVEN BY THIS MEMORANDUM ftfaia "Memorandumn that under 
and puratiant to a separate agreement entitled Sinface Access and Use License Apeimieotf'Agreenieat*') 
dated effective as of November 1,2010 C M s s ^ S S S ^ ^ by and between Boss Denson, Faye Denson 
and JRobert D a u b Denson, witfa an address of 11 Ten MUe Ctedc Road, Asfahmd, MT S9003 
(coUectivdy Ae "Qsasssht and Ark Land Company, a Ddaware coiporation with an address of One 
C i ^ n a o ^ Suite 300, S t Loda, Missouri 63141, and Otter Q t e A Coid, LX.C., a Delaware Umited 
UabUity compaoy, with an address of 401 North 31* Street, Sdte 770, BUUngs, Montana S9101 
(collectivdy "Aik L a n d ^ Ownen faave panted smface access and use to. and do hewbyarad surface 
access and use to, Aik Lmd of die fdtowing described lands hicated in Powder River County, Mditana 

Clas^"): 

Section 25: Lots 1,2.3,4, S. 6 .7.8, Si4 (All) 
Sedion26:AU 
Sectian3S:AU 

Tfae Agreemed contafaia tfae fbUowing'prinetpd tenns among odiers: 

1. Giant of Surfece Accesa and Use. Owners faave granted, and hereby oooJBim a g n d to 
Aik Land, for the benefit of Ark Land and Otter Creek Coal. L.L.C. ("QCC^. Ucenses to enter vfOa, 
access, cross^ use and occiqiy so much of the Lands as are reasondily necessary to condact 
environmental, wildlife, cdtnrd and bidogicd sampling; stwfying, modtoring, assessment activities on 
the Lands,, and geologic and exploiation drilling activities on a portion ofthe Landa, as defined in the 
Agreemed. 

2. Temt The Agreement is for a primaiy term of two P ) years fiom die Effiscdve Dde; 
provided that Aik Land miy extend tfae Agreement for an additiond two (2) yeais and in^y fiiidier cBctend 
tfae Agreement for an additional six (6) mmdis to complete restomtion and reclamation activities. 

3. - W '̂**^ *"^ Aaencv. Ownen jomtly and severally qipomt Ross Denson, or liis legfdiy 
designated successor, as tfaeir agent for the purpose of recdving and distributing tfae oondderation and 
receiving notioes as provided fbr under the tenns of. the Agreemed. AU notices and other 
oommudcations to dther paity shaU be deUvered as follows. 

IftoAikLand: IftoOwners: 

Aik Land Company RossDeason 
Attn: Preddeot 11 Ten Nfile Qeek Road 
One CityPlace Drive, Sdte 300 Ashland, ̂ f^ S9003 
SL Loda. MO 63141 Tdephone: (406) 784-6140 
Tdephone: (314) 994-2950 
Fax: (314)994-2940 

4. Assifmmmt. Hie Agreement is binding tqwn and shaU inure to the benefit of tfae paitiea 
thereto and their respective pendtted successon and assigns. Ndther paity duU assign Qie Agreement, 
or any limits or obUgations tfaeiein, williod the prior writteta consent ofthe other paity,. which consent 
diaU n d be unreasonably witfahdd;. provided, luiwever, tiiat Aik Land may asdgn the Agreement witiiout 

ltl/28/2010 
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oooaed to an a ^ a t e or in connection witii the sde of aU or sdntantiaUy aU of its assets fadd m 
coqunction witii mining operations piqxised fbr or conducted in tfae vicinity of die Lands. 

5. No Waiver ̂  i^ytifi^H^ Thia Memorandum is executed finr tiie pntpose of pladng of 
record notice oftiie Agreemoit and tfae temis and provisions tfaereof Nothing herein shaU. nor dudl it be 
intaqpireted to, amend, modify or Wdve aity oftiie tenna and conditiona of die Agreement. AUeapitaUzed 
tenns used in tins Memorandum, nd odierwise defined, shaU faave tiie meanings assigned m tiie 
Agreement. 

6. Access Bv MfflPf'H P^paitment of Bwiromnentflf OvtitY Ownen understand and 
admowledge tiid tha NtodanaDcjpMtineut of BiBVinattnentdQuaUty and certain oflier govennneotd 
agendes mqr fiom time to time diter the Lands fbr tiie pinposes of reviewing and inspecting die Date 
Collection Activities aa ccmtemplated tmder tiiis Agreement 

7. }/^^BSSSSSt Hie ri^ granted to Aik Land under tiie Agreement shaUnm witii die . 
Lands. 

IN WTINESS WHEREOF, tite paities have caused tins Memonmdum to be dgned and executed. 

OWNERS ARKLAND 

> 8 ^ 

Ark Land Company 

By: 
Rosa Denson Titie: ^^T'J^ffm* -f 

Otter Creek Coal, LX.C. 

VayeDeaatfr 

By: 
Title: U te» . f i ^ f j L^ ^ Ti^asuJmr 

Robert Deno obert Dennis Denson 

IIV28/20I0 
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STATE OF WYOMING ) 

County of Sheridan ) 

Signed and acknowledged before me on tinsH]^ day of November. 2010, by ROSS DENSON. 

, a; 9 « 
(SeaO 

i - ^ ^ 
.rsv-fia^f 

riypeorFridName] 

Notery PdiUo fiir tiie State of Wyoming 

Redding d ShfiridatyBQwpiiilg 

M y c o m m i s r i o n e a n i i ^ ^ C ^ ^ . 2 0 \ ^ . 

STATE OF WYOMING 

County of Sieridan 

) 

:8s. 

) 

; 

Signed and admowledged before me on tfais . ° ^ 
i MBHL^e^KnmriWjG < 

S a HP Vtam 
; JkltaMdnfivkaDBcntar^ana t 

(Sed) 

day of November, 2010, by FAYE DENSON. 

(Type or Prid Name] 

Notaiy PubUc fiir tiie State of Wyoming 

Residing d Sfaeridan, Wvoming 

My commisdon e s a i r e s ^ ^ ^ 2 i a ' . 20 Vflt 
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STATE OF MOWrAWA 

County of _iBuucUnn. 

Signed and admowledged before me on tiiiB 
DENNIS DENSON. 

< ^ 
dayof 2010, by ROBERT 

«.,»>>> «1 •iy»'»m!J*.'*J**' ' 

ISL 

OBOMV 
M M 

(Sed) 

n ^ or Mnt Name] 

Notaiy PdiHc fiv tfae State ofMuniaua 

Residing d _ g i c x l d 

My ctrnmusnon esqnies »i8:.-^2oj^ 

STATBOF /n^ . f . ^oar , ) 

Countyo^ ^ {^TX^' I 

> COMPANY, a 

wledged befiire me on Jb i a J l^aL i» i of VtOUX. JOKlQlO, by 
• known to me to be tiie f f ^ i S t a e a i f of ARK 

cnpoiation. 

{TVpe or hint Name] 

Notaty PubUc for tiie State a f / r l t . f S a a r t 

MycommisrionexiMres f O l p y . J O / y 

10/28/2010 
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STATE OF / ^ / j T / a r / 
ISS. 

This instrnmed waa admowledged befbre me on JtaajtJL^ day ai4/fiij£i(JtJf&<7ilO\0. by 
^ J B . r f a r C t ^ X . .knowntometobetiie ( / g p 7 V x * < v . x ^ > ^ of OTIER 

CREEK COAL, LJLC, a Delaware Umited UabUity company. 

(Sed) 

[Type or Fiid Name] 

Notaiy PubUc for tiie Stete af fiit.^tfbet/'t 

Residingaty^r, L^at^ a C^etA. ^ 

Mv commission exdres /ID f p Y^ .7Si f ^ 

10/28/2010 
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HydromctricB, Inc. 
MM 

OTTER CREEK COM. U C 
NOI 

SURFACE ACCESS RICHTS '"^'L&i'"-' 
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EXHIBITS 

PROSPECTING ROADS 

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

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

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

trdls, 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 die drill rig 

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

department showing the section of road afTeded, and provide documentdion of surface 

owner concurrence. 

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

and grading a temporary road surfoce. New temporary roads will be recldmed at the 

conclusion of prospecting operations by respreading windrowed soil and seeding unless 

otherwise requested or approved by the surface owner. Improvement to existing trdls 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 parts: Westem Wheatgrass, Slender Wheatgrass, and Thickspike 

Wheatgrass. 

As required by ARM 17.24.100692), any road improvement or construdion will meet tiie 

requirements of ARM 17.24.601 tiirough 608 and 609(2): 

ARM 17.24.601: 

(1) Not applicable. 

(2) N d applicable (access and haul roads only). 

(3) Cut slopes, if required, will be no more than 1 v: I .Sh. 

H:\PROJECTS\OTRCR\Pennitting\Prospectiiig PennitNEXHIBrr 8 Roads-dooc 1/6/2011 
I 
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(4) Temporary erosion controls will be used during construction to control sedimentation 

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

(5) Any cut and fill slopes not recldmed immediately will be resoiled and revegetated at the 

first seasonal opportunity. 

(6) Roads will n d 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 qudity or quantity of sur&ce or ground water. This will be accomplished by locating 

roads in grassland areas to the 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 temporaiy 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 of, proposed roads will be identified by visible markings prior to the 

commencement of construction. 

H:\PROJECTS\OTRCR\Pennittin^rospecting PemiitVEXHIBIT 8 Roads.dooc 1/6/2011 
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(2) Insofar as possible, roads will be located on ridges and flatter ground to minimize 

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

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

ARM 17.24.603: No embankments are plaimed; this section is not i^plicable. 

ARM 17.24.604: REPEALED 

ARM 17.24.60S: 

(1) Not applicable (access and haul roads and rdl loops only). 

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

crossings will not affect tiie flow or sediment load. 

(3) Ditches and culverts will be used where necessary to assure adequde drainage. 

(4) For any roads to be used and mainteined for more dian six mondis, ditches and culverts 

will be sized to pass safely tiie peak runoff fi^om a 10-year, 24-hour precipltetion event. 

(5) Bridges are not planned. 

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

and minimize erosion at inlets and outlets. 

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

without prior approvd 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 shallow for placement ofa 

culvert 

H:\PROIECTS\OTRCR\Peiinittuig\ProspeGting PenHitVEXHraiT 8 Roads.doa I/6/2011 
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(9) Vegetetion will be cleared only for the width necessary for road and ditch construdion. 

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) Culverts will be mainteined as necessaiy to assure tiieir intended function. 

(3) Roads damaged by natural events 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 niaintenance will be conducted to avoid or 

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

known such fecilities in the prospeding area. 
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EXHIBIT 9 

PROPOSED PUBLIC NOTICE 

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

NOTICE OF APPLICATION FOR COAL PROSPECTING PERMIT 

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

The name and business address ofthe applicant is: 

Otter Creek Cod, LLC 
P. 0 . Box 7152 
Billings, Montana S9101 

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 ofthe application 
comprises 19,836 acres including all or parts ofthe following Sections as shown on the map below: 

Twp.3S,Rge.4SE: 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 

(Map showuig 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 within the Ashland, Willow Crossing, Coleman Draw, King Mountein and Yager 
Butte U. S. Geologicd Survey 7.5-niinute 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 ofthe 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 afiected to the Montana Department of 
Environmentel Qudity, P. O. Box 200190, Helena, Montana, 59620. Such conunents, 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 qiplication is administratively complete.) 
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M o n t a n a D e p a r t n i e n t of 

ENVIRONMENTALOUALITY Brian Schweitzer, Governor 

P.O. Box 200901 • Helena, IVIT 59620-0901 (406) 444-2544 ,• www.deq.mt.gov 

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 Detemiination 
Subject: Pennit Application X2011334; Completeness Determination 

Dear Mike: 

The Department has completed its initial review of Otter Creek Coal, LLC's ̂ plication for 
prospecting pemiit #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 pennit 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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February 2, 2011 
Page 2 of2 "O*-

Ifyou have any questions regarding the completeness determination or the Department's 
technical review ofthe application, please contact me. 

Sincerely, 

Chris yde.̂ Sitpervisor 
Coal and Uranium Program 
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 (Permit 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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