UNITED STATES Senal Number
TREIN

DEPARTMENT OF 7 R
BUREAU OrF LAND NANAGEMENT NM 28063

CoAL LEASE

This lease. is entersd nto on
Land denegement, and

March 20, 1980

, by the Uniled States of Amarscs, the lesaor, througn the Baresu o

Westerc Coal Cempany
P. 0. Box 1026

Albugquergue, New Mexico 87103
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and shall become effecuveon April 1, 1980 . lefieciive dasel. .

e =—
Sie. I hy

Sec. 1. STATUTES AND REGULATIONS — This lease 15 133ued pursuant and subject (¢ the 1erms and™provisiars of the Mi-e-s!
Lessing Act of Februsey 25, 1920, 41 Stat. 437, as amended, 30 U.5.C. Sections 181263, hereofier referred “Tas ihe Ac:. Thg
lemse a3 also subject 1o all regulstions of the Secreiaty of the Intenor (ancluding. bt noy Ioned 10, 30 CFR PSR 211 ang 33 4F R
Group 3003) which sre now or hereafier in face anc which are =ade » part hereol. excex that ac imencoient 10 tae ¢z u:a2:zns
msde scbseguent 10 the eifective gate of Ir:s Jease shall alier 1the rentsl snd preduction royally requitements 13 Section £ and & of
tus lease. (Continued on Page

WITNESSETH:
Sec. 2.

RIGHTS OF LZSSEE — The iescor. in consaderstion of the bonus. rems. snd royaities and other conditzons here palicr
set forth hereby grants and lesses 1o the lessee the exclusive righl and frivilege to =une and cispose of all ¢oe! YESETVES
recoverable by underground tining merhods ITca the Upper (Creraceous Fruitlapd forzacioe

in the upper and lover underground mineable beds in the folloving described land situa-
ted in the State of New Mexico:

Nev Mexico Principal Meridian, New Mexico

T. 30 N., R. 15 W.

Sec. 13: Sk

Sec. l4: Sk

Sec. 23: 4All

Sec. 24: All ,
Sec. 25: A1l

Sec. 26: A1l

Sec. 35: loets 1,2,3,4, Nk, NSk

BEFORE THE
OIL CONSERVATION COMMISSION
: - Case No. 12734
Exhbit # =S !
Submitted By:Richardson Oper.Co.
Hearing Date:October 28 & 30, 2002

canisining 3 ,855. 60 acres. more or less. together with the right 1o construc? all works, Susldings, structures, equ:sment.
and appliances wnich may be necessary and convenient {or (he mining end preparstion of the coal for msrwet. and. subjrec’ o ihe
conditions hereirn provided, to wse 8¢ much of (Ne surface 53 mav reascnablv be recuired i the exercite of e rignts aropriviieces
aerein granted for a period of 20 vears ang 10 !3ng tResealier % 13C SOREILION OF CONIRUET DPEFSLICH 15 Med.

Sec. 3. TILIGENCE -~ The leszee shall eagage in the dils ! 3 Trevisus Tomin,  Howewer,
gent Sevelcoment of the ¢ca. resources s=DieCt 1T the lease,
Aiter dilgem deveiopment is acnieved. (ne

Tsintain coatinued dperation of Ine Tine ©f Tuines oA ine

Prevuciicn tovailles savas.-
atie: e 2An vear of tne 1e3se. snall not oe reducee 5. ae-

Vante rovaliies paib o

iessee shail s2ring he dars: 20 years 2l ihe .case

Application of Richardson Operating

Co.
Record on Appeal, 711.

lessed 1anas. The terms diligent develctment and continue!
operation are oefined 1n the regulations.

Sec. 4 ETND — The lessee shall (1le wnn the appropriate
Boresu of Land Menagement office a lease pond :n Lhe amount

of § 10,000.00 . fcr tne wse and denelil of the Unued
Siates. 10 NNt Payment of renials ané toyallies ako 1o
insure cermdiiance auh all oiner 1emms of ihis Jease,

. ihe reguiduion: anc 1ht AC:.
An increase in 1ae amount of the jesse bond may be jequired
bv the lesscr a:z any

time duwing the lide of the lease to reflect changed
condizions.

See. 5 RERTAL - Ar anrual rerial of  §3.00 for eacn
ac1e ©r ‘reciicn theiccl arel) ke zasd un a ~te on or befcre
IRe afiniversan Ceit Gf 1N13 letse. Thac atAiveivtary Gale i
1he 3L e hany € the effeciive Cate of 1h1s icase.

Ser &€ CSETITUTTION SOYALTY — The lessee $hall zav e

T I ST -L IR Y AN -H 8 reicent ¢f tre veluc el ccal pre-
Coced by sndergroend ziniag tothods,

twtmamet o et oo non the
.. 3 T L mear D - “Let Talah

Proguciion revallaes srnall be pavabie the fina. dav €1 v~
TEAIR succeedung ihe CaA/eNCA! DONIA in which %€ CCal t .
mined ’

Sec. 7. ATVARZIE ROYALTY — Uoon recuest by b+ !
he Tuning 3upervasor Sav eccept. for 2 1ctal of
:%3n 10 vears. the PRVAEN! ©f 3CVAACE IFvalLEL th el o4

1€ €oOncitlion ©f Continued DPcr3LION 10 ALY Jerlicuiar °
Anv

-
Pavmen: of savance rovaliies o ieu @f €2=iinuec Soese-
alion sn3ll oc pursuani 1€ A% SErEEMEN( 3ILNEC by Lhe jes: e
8AC Lw3Or, wharn 3hall be mase 3 Sam 90 haus lease. T
agreerent snall incluge 8 s2hecule of pavmenrs ang s:.
be subiect (0 the wovance Tovallv corZiacny sel jors
the rerutanions.  (Conrinued on Page

Sec. B. METWCD OF PAYMENTS - The Jestee 52! ~par
Tental faivmenis 10 the apzicrniate Euresw €1 Zand Vonece.
<ent cofisce uo e¢ither proguciion rorvallies 7 wive=ze
tOvalties becime Savable. Treres{ies. all remtais. reoioc,
fSvailics angd aCyence o ailaes BNRI ke DaIC lc ite man.
seperviscr. Al rematiences 1¢ Suresn o0 Larnd Mecase-.
»nzll te ~s4e pevatle 10 1he EBuresv ¢f Lane “lana e~y
tazve e e Cedlogical Satvesy sral. te msle parvizie -
1ne Urites Sizres Ceoicgecal Surves.

or

Soc G TaE _Ta~27 S.ain = Ay ez v 1ne e,

‘4Tiens te envee g

AT et e m e e
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Sec. 11. LOCICAL MINING ENITS (LMU) = 7
autarmatically considered 10 be an (LMU) and =ey oc com-
bined watn ciner fand. including oiher Feletsl icatencids
+nd non-Fedria) inlerests in cosl, 10 lorm e larger (LMUL
Thne muirang plen for the (LMU) mugl anclude o produciion
scheculs Lnst provides lor the muring of atl the (MUY re-
serves. boin Federal and non-Federsl, witnin 40 yeary from
ine caie of :he approvel of ihe plan. The definition af (LML
and {(LMU) rescrves and olher concilions applicabie lo the
sre sei lorih in ithe ceguislions.

Sec. 12. OPERATIONS ON LEASED LANDS — In accord-
ance with the conditsons of {has Jease. the explorauion and

suning plans, he regulalions and the Act, the lessee snsll .
. esercise reasorable diligence, skiil. snd care in 8l cper-

atiens or (e lessec lands. The lessee’s obligauions snall
:acluce, but not ko limsted 10, the following:

{a) The lessee shall conduct all operations on ihe
lessed lands 80 as to svoud injury to life, heailh, cr propeny:

{b) The lessee shall conduct opersnions in such @
manner a8 may be needed 1o avoid or, where svoidance 18
impracuicable. 10 minumize and. wnere praclicable, 10 repsir
camage 10: (i) any {srage and umber growth on Federsi or
non-Federal lands an the vicinity ©i the lessed linds, (i)
crops, inclufing forige and iimber. ©r mZrovements of @
scriace owner, or {111) imSrovements, wnether cwned bv the
United States or by 118 permitiees. licernsees, or lesseea.
The lessor Dust approve the sieps {0 be iaaen and ine
testorelion 10 be maGe in the- event of the occurence of
damage gescribed in (his subsection. .

{¢) The lessee shall mumimize 10 the maximum extent
poasible wasiuing of the Muneral derosits and other resources,
:ngluding. bul not Limited to, susfice resources whicn =ay
be found in, upon, er under such Jinds. (See 20 CIR 700
& BOO)

Narhcriwr

Sec. 4. AUTHCRIZATION ©F £~ ~ZI= T = 18-
SOSITION OF LEASTD LAKRDS = 1) The .rssir itserves
The 1ight 10 authorize oiher uses cf ine leased
1ign 1o this .eace
licenses. Ppermug. eateTents, Or :ILRIS-0I-wav, 1dzing
1eases for the @evelopmernt of riinerais ciher 1130 CCai ¢
ine Act. The lesser may auin € any citer uses ¢
lessec lancs that do not unressonadly interiere w:
exdiorstion and Titung Operatsons of the lessee. wnc oine
.essee shall make-allresscrapie cf{ori3 10 AvOIC uniCilesence
wiln such 3uthorized uses.

it} The Wweswr reverves ihe rignt: (1} 10 sel) ©r iner-
wise dispose of ine suriace of 1he iecasea langy ufiger ex-
ating law or laws hereafier enacied sn>0ler 25 $a:0 sunace
i+ noL necessary fur tne use of the jessee In the exiraciion
anc remcwal of ine cesl therein, or {11) 1o C.spose o1 any
resource in Such lands if such cisposalwill not vareagsoranly
iritriere with the exploration «and mining operaicns of the
wssre.

e} Uane leased Isncds have Seer ©f il neceziter be
Jisposeg 3 unaer leas reserving 1c-tne Urnileo Sidies (ne
Zeposity ¢f coal 1hercin, the lessee ziall cI=ziy =att gl
«CnRlilitns &3 éte ©t rry tercalicr ce v el Ty he lawi
3af tepglations veserving swtn coal :

ETUAL DTPFORTUNITY ZL&(8% -
ance of this jedte, iessec 2
ine fehinmang:
ta) Lesser will AL CiscriToniie
: ler empaiCrmen reCale

voers e

€1 applos

~ea, ot

CLonal DILIRL Lesser sl et e

Ta et e - PP R S P Sy . - L Ll

=13 lease 18’

ek MHEw €l ooiifig €TTaENTERL - v
cetor, selif: 3, sex. ©fF MmALiond) eri7y

luce, >
“oC-ac:ing. <. etiun, E cr -
advertising; isvoll o wsiien. raics of pev g
cf cempensstiior; anO sedtetiiLn fot waiaang, SNclozang appuen-
Licesriip. LerLsc€e AgItes O pPoil in €erssiCuons pieces.
svailabie 10 employees 4n0 ezpliCanis for €T3iovment. noiices
1o be provided by he leasor setiing {orih the SIeVIsION.
of ihis Equs! Oppoertunny cClasuse. . :

L tne

ansier, ez~ oM

Siber {crns

(b) Lessee will, in al! solicitalsens or sdverisemenis
tor ecployees placed Dy or on behall of 1he lessee, siane
that  ail qualused spplicanis will recesve consiserstion
for employment without regase 10 race, coior, teigion, sex
or rsticnal oragin.. - o ’

{€) Lesser wil]l send 1o escCIT labor union of represental;ve
of woraers with which he ras 3 ccllective Sarghining spve-
Ten1 or other conursct or undersianding. 8 sotice, (e be
jroviced by i\he lessor,” sdvisung ihe fabor wnion or werhers'
iepresanisiive of the lessee's commitments under this Egua)
Cpporienitly cisuse, and snall pos! copies of the matice
-2 CCNAPICUOLS LisCEs Available Lo eciploytes and applicanus
l3r eTpioyment,

i€} Lessev will coemply with ail srovisions of Ziecutive
Orcer No. 1.:246 of Scpiember 24, 1965, 238 azenced. anc
of he rules, regulations? Snd relevent orcerms o{. ihe
Secrersry of Labor.

(¢} Lessee will furmish all infor=ation and repons se-
sured by Txecutive Order Yo, 11246 of Sepiemier 24, 1508,
as amenoed, and Dy the rules, regulations, anc crzers of the
Secretary ef Laber, or pursusnt trereto, an? will sermu ac.
cee3 .0 his Dook3, recosdi, and accounts by the Secretary
of he Inersor and he Secrelary of Labor for puposes of
invesligation to ¥3Cerisin comphance with such rules, regu-
lations, and orders.

(N lo the event of ihe lessee’'s noncormpliance with Whe
Zqual Opportuzity clause of s coniract &r with any of
the s8ad rules. regulaiions, or orders, this lease Y be
cancelled, terminsled cr suspended 1n whole or in fart ang
the lesseec may be oecclared mneligible for [uriher GovernTent
z T3cts ©r lesses in accorcance with procecures sulherizec
:n Eaecutive Order No. 11246 of September 24, 1965, ag
amenced, and such other sancl,ons msy Oe imposed anc
remedies invowed as provided in Execulive Order No. 1124¢
of Scpierber 24, 1963, as amended, or by rule, fegulatian,
or oréer of the Secreiary of Labor, or 85 otherw,se provicec
by law, .

(g} Lessce willt snclude the orovisions of jaragrashs
(8) thsough ig) of tras section 15 in every cemiract, sub-
cont:act. or purchase order unless exempied by ruies, regu-
lauons, or orders of the Secretary of Labor issued pursvam ic
Seciien 204 5! Esecuisve Drder No. 11246 of Scpte=ber 24
1963, a3 arenced. 80 N8l such provisions will be bindaxg
upen each contracier, subconiracter, or veador. Less
will lace such aciion wWith 1e€Spect 10 any conirsct, sub.
comracl, or purchesse order 838 ihe Secreiary of the laler:zor
may disect ss 8 means of enforcing suck previsions inciudarg
sancuons for nonccmpliance: Prouided, bouwerer, That o
1he evenl! 1he lesiec betomes Wvolved in, or 33 thresvenes
with, litigation with & conitaciyr, subcontlactor, er vencor
as 8 resuit of such direction by the Secretary of the interior,
ihe lessee rmay reguest the Uniled Siates to enter inlo sucs
itigslien 1o protect the interesis of the Urnited Stares.

Sec. 16, ZZRTIFICATION COF NONSEGREGRTED FaliL:-
TIZS - By entening anto thas jease, the lessee cenilies tha:
“e does not ano will not maintain or zrovide lor Fas e=zloyees
segregaiec [aciliiies 8t sny of his esitablisnzents, anc
he does nct and wall not permit his eTployees tc per-
fars tNew services a1 sny loc¢alicn Jrnoer N1 contiel wrese
segregsted fecilities are rmamained. The lessae agrees
a2 breach of thas zeruficanion s 8 viclatien ef the Ecusy
Czporiumily Zlause ol 1his icase. As used :=n ihis cen:i:c
tion, the ierrm ‘‘segregated facilities'’ cieanms, bul s =c
i 1ed lp, any wailing toems, work 3reas, resl (OoOmE &rnC
a83h rooms, Tesiaurants 3nG olher esting areas, Li=e Clocks,
‘ocker rocms end other storage o 27e3S3ing arevs. Ha‘x
? rinking lountaing, recrealion € enier e brehs
natian, anc rousing fadililies jrovicee for emoiormes
are teQregsie® Sy explicit cuective or are 1= :ac-
segefaled &0 1he Dasis of relE, CoidT, ItLFICA, o Zaliema,
arigin. because cf hat:t. lecsl Cusiom. or oinerwise. Lessee
rLner sgTees (DAl {ercepl ahete lessee has polained ice™
t:cal cestilicatiens frem gcrocposed contractiers and sul<o
‘-antors ler apecific l.me periods) lessee will cttain 1Ce~tica.
cerficaens lrem Prcoosed cOniraciors snd supbcesvsciess
Er10r 10 Sw3afU Of CORIraCIS Of KUDCONITACIS evceeang $10 D07
hoare %ot eae™ol {rom the Provisions ol the Ezual Crpor-
v oclavze, 1hal Jessee will retain such ceridications
leszee’s files; anc trat lessee wyll {oresra the Joliow;=;
nNEiliCe 10 SUCH ProPesea CONLIACIONS AN0 AUDCENIIaCiors 1eace
where proposed COMLIACLOr ©F SUDCORAITACIC! £as SuDm
:zennical certifications dor specuic time perioss;. Negt
io protpeciive conltsciors and subconuaciors of requiez.ae s
ior ceriilicslion of nonaegregaied {acilaties. A Ceriinrs:
c: Nunseprerared Faciitiies, 83 requuec by the May §, 192°
creer (32 F.R. 7239, May 19, 1967) on EXrindgtion o7 Seeve-
ccieo Faciiinies, ©y the Secreiary of Labor, must be scbrities
Frior 16 1he award of & contract esceecing $10.000 w=n
fot eaempt frem the zrovisaons of the Ecual G;;r.r.‘.'r

Certaificatien mayv e syemutied esner for tach Co
Ang sublconitact or ler all conitacis and yyicieirac
€200 8 pericd qre., cuanerly, semusnnustly, er anss
Sec. 17, ENSBLISYELT FRACTICES = The tletsce
cav all wages gur ~cricns e ploved on the teasec
2t icasl tmace esch m~cmh an lawiul money ef ine
2.-ce3. The desaec vrail grant o)l miners ang othe: ¢S
s Tlete Deecem 1o purchase gooCs arc service of

TASre The decare anall) tesingt the weshE=ay 4o ~ -
‘Pan > noUrt ur emy one T3y 1O LAQCIETOLAT WCltes ™
€. EFL un lene ¢ vt erpency.  The ies.ee 3Rall 7 -
[EENSL IS S RS S R O S UY P TS0 L S TICRY L R RN



{ace. U ‘he lawe af he Siste :in Lot moine S G1tusled
sronibit the eTpioyMent, in s mone beicw € U ef
secsuns of on age Frester lrnan (& ieers, Ine IT3see 3Tal)
coemely Miih those iawa,

Sec. 18 MONOPDLY AND FAIR SRLSTIZES ~ The lescor
teserves [ull suthorily 1o promuigate and enfcrce orgcers ang
tegulsrions unger the provisions of Secuicns 30 ang 32 e
the Act (30 U.S.C. Sectsons '57 ond 19%8) necessary 10 un-
sute 1het any tale of the production {1om 'he Jrased lanos
1o the United Stsies or to the pudlic 15 sl reasonabdle prices,
1o prevent Tonopoly, and to safeguard the public welfare.
and such regulaiions shall upon pEomuigsiion be pandung
upen Lne lessesn.

Sec. 19. ASSIGNMENT = Tris lease may de assigned. spon
spproval of 1he suthorized officer. in agcercance with ihe
provisscas of 43 CFR Subpert 3453, An assignzment will
become efiective on the [argt gay of tne =omn f{ollcwaing
apprival by the authorazed officer o, i the sssygnee fe-
qQuesis, Uhe st day of the =onth of the azproval.

Sec. 30, RELINQUISHMENT OF LEASE - The lessee Tay
fi)e a request 1o relinquizh all o any legal suscivisien of
this iease. The request shall be {iled in cuplicsic with the
suthorized offscer. The sutherized cificer s=all 3zprove e
reliaguishment o he determunes 1har tne letiee i
with the recucements of the iease
glens, the teguianions and the Act. Upon approvsl, tnre
relinGuishment shall be effeciave as of the cate 1t 15 filed,
subjec! 1o the ccniinued obligstion of ihe lessee and has
swety 1o pay 8ll accrued rentals and royaluies and to ccmply
with 8l other recuwements of the lesse ihe -regulsuions,
the ezxpicresuon and =murang plans, the regulaions sad
the Act.

Sec. 21. NONCOMPLIANCE = Any failue o cormply wun
she conciuens of this iease. he expitretion and nmasing
pians, the teguistions. or 1he Aci shafl be ceslt with in
sccordance wiith the procedures se: [orin irn the segulsuions.

Sec. 22. WAIVER OF CUONDITICNS = The lessor reserves
the r:ght 1o waive any bresch of the concilicns conidined in
1135 Jease, excepl he breach of such conditicns a3 e i€~
quued Sy the Act. Sut any such wanner shzil eatend zaly (@
the paracular Breach 50 waived ana snell not 1:mal tne sxghts
of the lessor with sespect o any fuiwe Sreach. nor shall
ithe wa:ver of a3 particulsr breadch prevent cancellauon of
thas lease for any other cause, or for lthe sare ciuse
occwsring 81 another Lims.

Sec. 23, REAQJIUSTMENRT OF TESMS AND CTNDITICNS ~
{(s) The lessor =ay propose (he reascrable readjusiment of
any ctoncasons of this lease, including royalty raies, the
firal teadjusiment te be effective on the 2Rh yenr afier the
ellective date and subsequent resdjusiments 10 bSe effeclive
at 10.yesr niervals theresfter. The lessor shall nculy the
lessee whether he intends 1o resdjust concdiucns and, i he
intends 10 resdjust, the nature of the resdjusiments. U it is
feasibie, the lessor shsll give such nouce 120 days tefore
e efleciive date of the resojusimient.

Lnless the lessee, witrhin 60 cays ziter
the receipt of the propesed reacdjusced
conditions, files with the lesscr an_ob-

jecticn thereto or relinguishes the lezse,
the lessee shall be dee=ed conclusively 0

hzve zgTeed to such conciticas.

(5) If the lessee [iles obieciions to the areposed res
sdjusted conditions witk the lesser. ang agcite=cnl cannot
be reazhed Netween zhe | ot ang ilhe lectee wittun 2
senind of 30 cays arter the filinp of ihe i ine rase
mev be 1erTinsted by e:ther zanv vIon 7. AL Zavs’
netice (o ihe Qlner pamy. “oweve- ine .edsOr $ nignl to
ter=anste the iemse shall 5¢ tozzerzed sy e's ling
of & nouice &f appeal Furgva™t 10 seci:cn L .emae,
ang UM the lessee it uilimaleiy successly! nonis satpeal. the
iease srall coniinue wiithoutl ine cRange B

.
‘ne 3 ov:iiens.
ithe tmposutsen of shach. 1ne lessee arsses.e2 I re lessee
i3 ursuccessful o My sEdes: ang W 1% eave i the
Lecision €3 spoesl rcifies ne iesspr t he accezis the
cecinion renioetsd upon su&f appeal. thenm he icsse shall
cantnue as 3menced Dy tne GeCaIsIoN.

i U cae ieszee [.les 081echICNt 10 the Topoies re-
acjusled contilions, tHe €I 3Uing IIRCIIeng. cagept TNCye
concEmMang royailies. srall temaat un eilert wmig) ihere %o
Lekn an rgrecmen DELATED ik ITIILI ANC 1At lessce om ihe
new coOnOtsung 10 be IRCLICSTaled un Ihe jease. or wnnl T he
iesaee hat exnsusied i3 T N13 of apges) under seciion SO
of this lesse, or until the lews€ 13 1ETTRa1el. AoOLwier ire
resdjusied royally prev:iicns 3831l be effeciive wnis) Ihere
18 cilner agreement betwecern lhe Je3sor and (he irisee of
unti)] the lease i3 termunmird. U ihe resdjusied tovalty
previsicns sre subseQueniy re3cinced or AT.endec, ihe
lessee srall be perrminief 1T Jredit 4Ny €xcess soyalty cay-
=entls against rovaltles s._csecuenisy Cue 16 the lessor.

i

Sec. 24. CELIVERY CF ©3248ES - Upon l(.rrn;ﬂillon of
thss lesse {or sny ressorn. cr relinguisnmen: of 8 zzn of thas
lesse, ine jessee 3hall Zeliver 10 the iessor in good origers
and conditson all or the s-crosriste part of leiseo iarcs.
Delivery of the Jessec lands 3rnall include _ncergroyad
1imbening 30t sucth Ciher 1.7POMI ARl IUVCILIEL a8 arc
necessary for the preservauicn of the =ine o1 ceposil. anc
skall be 1n accorcance wiih sll oiner azplicible provisionx
ol the reguistions for the” compietion ©f cperations and
atsndonmient.

Seg. 25. PRLCFRIZTARY !nFLCAMATION = Ceological unz
gezsnvsacal éiis and Szlvding Tars, irace
vecrels, angd cocommercial anz [imingial nformaticn wasch the
jessor obtawns from the lessece snall be trealec 0 saccorcance

MPGRC TR Pen 2, and cther applicable regulsz

Sec 26, LESSEZ'S LI1ABILITY TO LZSSOR - (s) Thre
iessce shall be Lisble to the United States for any Camage
suffered by the Uniied Sistes in any way anising lrom or
conrecied with ihe iessec’s tivities and operalicns uncer
%15 lcase, excepl wnere Cca ge 15 ciused by emplovees =2f
the Unuiec Siares acuing aaihan the scope of ider suihes

) The lersee 2hall tngemndy and hoid harmiess ihe
Unitea States (rot any ang all ¢lagms ansung (1o o con.
necled with the lessee's acrnivilies and eperslions unger
this lease.

{c} Lz any case where Labilaty without {agll 13 i=pecsed
en the lessee pursvant 1o this seclion, and the ca
1avelied were caused by he action of 3 thurd pary the -
cf subrzgation shall apply in sccordance wuk the law of e
;uris8:c1i0n wrere the Camiges occusred.

Sec. 27. INSPECTIONS 2ND INVESTIGATIONS = (a) Al
books end recards mainlained by ihe lessee showuing in-
formation reguired By this lease or regulations musi be aedt
cuamment and in suchk Zanzer (hat the bdooks and records carn
be resdaly checxed. upon reguest,

at ihe place where they sre custoTasiy
=antained.

(b} The 'essee shall permit any duly suthorzed effices
ot representative of the lessee a1 any reasornable time (1) iz
wnspec: or unvesugeie the lessed lands and 3J! surface ang
JInCETETEUNd mproveiems, worki, Tachinery, ang equirtent,
and 3]l booxs and records gemalning 10 the lessee’s cb.:e
gstions 10 the lessor uacer this lemse and regulations aad
(2) cepy. ane make exirac:s {rom any such bocis and recorcs.

Sec. 28 UNLAWFUL INTEREST - No member of, or Deie-
gsie 1o, Congress. or Resident Ccemmisisoner, aller =:1
eleciion o appointrment, rithe: Lelcre or afterne haz gualilies
img Cunng fas coniruance an ciflice, ana no effice:. o7 e
ziovee ef 1he Depariment of the latenior, eacept 48 jrzvices
i3 43 CFR 7.4(s)(3), zral! ngid any shete ot zar LRTY
iesse o1 cerive any bentfit theseironm. The provasicns zf
Section 3731 of the Revired Statuies, #s amenaed. 4! U.5.C.
Section 22, anmd the Act of Jume 25. VOIE. &2 Siav. "0 as
amencee. 1B U.S.C. Secniens 437—233. -etatung te co-itacts.
emter om0 and f3vm o3 an of oy lesse nisisr a3 inew

“* apCiigadle

.essee sruall nave tne ripnt

all.cn ©f e
sl La agtTenl {1 U
a% 821:3%. precer, & feCt
cfiicial of tme LUnited Staies Ceoicgacal Sumcey. 1!
ezbhicatie rejaslation frem anv acuen pr cec:ision ef
e: cffizial of ine Deseriment of the loaenior an
canneciion with (718 aedse zldcing anv aciien o de
sursvan: tc Secuion 23 of 1nis lcase wiln respect
teed iusiment of concdinions.

Sec. 1 (Zcatizued) ~ This lezse is z21s0 subject to all regurizzions of the Secrerary of

Znergy prozulgzted pursuanl to section 302 of

tne Deparzzent of Zrergy Organizziien 2

n

vhich are pow or hereafiter ir force and which are made a part heceof, except that so
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= azpepdoent o0 the regulations =2.Ze cutsequent to the effecrive dzze of this lease shail
i} zlter tne rentel znd produztien Towaloy roguirfeminis nn fectiins 3 znd 6 cf this lease.
s The.lease is also sudbjec: Surfzze Minming Centrol znd Feclezzzien sct of 1977 =%
8: to the zepulotiing Frow cewrder {27 Trn 700 Lnc EICH.
<
g Cee. 7 (C be tased en & jorcenz, 2s specified in
) this lezs tens wricn shill Lo e

.8 tehedule ves 1n L0 veITe vz otn bt
o =5 ewe
& ci the =iz
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Sec. 10. !INTING PLAN. I accoréance with the regulstiens in 30 CF2 Iil, 700
and 600, thz lecsee shall suboit 4 maning 7lan not =cre than thTee yvears alter
the effeczzve cate of thas lecse. Until the =ining pilas nzs besn z;rroved, the
lassee shall not COQduc: zny operations on the leased lands except czsual use or,
. exploration if an exploration plan has been approved. Thereafter, the lessee

~1

shall conduct 211 operations in accordance with the spproved zining plin.

) Sec. 30. SPICIal STATUTES. This lease is a2lso subject to the preovisions of the
Tederzl Water Polluzion Control Act (33 U.S.{. 1152-1275) znd the Clezn air Agt
(42 U.5.C. 1337).

Sec. 31. SPICIAL STIPULATIONS.

The ucper bed {where =ineszble) =ust be mipec in advance of

tne lover bed. "Where minezple' will be determined by the
Regional Mining Supervisor in accorcance with the Regulartion

30 CFR 211.32 znd in the approved cining plan by the reguletory

sutheooicy.

See additional stipulations atrached and made a part hereof.

Application of Richardson Operating
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- SPICIAL STIPULATICNS
rn intensive imventory ofitems or fezzures of

arch2eslozical value 2on those porticns
cisturbingz accivities or vi
ccerducted

or
any suricce
220 feet shall te

znd zny
and fea.u.-s cihistoric, cui
under the jurisdiction i the United

historical,
leased land subiec:
rburden thickness of

celoural

i0 s =

expleration

less thzn ;;t:val ci ar

or mining rizn by 2 helder of 2 velid Tiguitles semiil &ng a2
report ¢ the inventery chzll be submi Aviherizaed Cflficer.

If any cigniidzent icens ov feztures © i, culzural, or
"archseolupical value zre ciscovered durin e Inventery, the e<plicration
or mining pian shail state that any such ifews cr featur:s endzngered by
exploration, consirtuction, mining or sudsidence shall de =mItizsted prior
to disturbance by a holder cf 2 velicd Tederal Anticuil:ies permii, &nd
shall be zczproved by the : 2 Cificer. The zost cf cthe inventory

1f any items or featutes cf cultural, h‘s:c’ical. or archzeolegical

value are discovared during lezse operaticons, the lzssce shall immedizrely
notify the Mining Superviscr zng shell not disturd such ffexms or foziures

until the Mining Supervisor isgsues instTucticns. i the lessee is crcered
to tzke mez es to profect any ftems or fe=ziures of cultural, historical,
or atchzeolcgical vazlue discovered during lazse cpetaticns the cost of the
measures wi . terne :he 1&580r &nd such Items or feztures shall

=)
remain under the jurisdicci government.

=Iining zlzn,
inventcry cn

Befcre zyproval of an explerzilon or
conduct an intensive palecntological
land subject to surface disturtiznce or wvich
less than 300 reet. The inventory shzll be conduc
paleontologist approved by i

A

the Authorized Officer.

an cverburden thi

the lessee ghall
all the lessed
ckness of

ted by a qualified
A TepoTr on the fi

poriion of

ndinge.

of the inventory shall be submizted to the Authorized Officer Ii paleon-
tological resources are found during the iInventory and If such rescurces
are deternined to be significznt by the futhcrized Officer, the lessze
shall either modify the applicztion to protect these resources or cevelop
8 salvape plen wvihich shzll be made 2 ;zvt of the zppreved explerziicn er
mining plan.

disccvered during

the Mining Supervisor
te Mining Superviser
mezsuTes Co pretect
vercd wuring lecse
the lessor and such

c{ the goverrment.

Ce

1f£ 2ny izems ovr {eatures of saziecntolezicsl velu
lease cperations, the lessee shall immediztely rot
and shall not di.turd such 2ms cr feazures unzil
icsues Insttuctions, If the lessee Is crderved s
any ltems cr feztures of ;alscntologiczl wvalue disce
operations the z3st of the medsures vill bte torne by
items or featurcs sha2ll remain uncer the d

1T

(@)
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3, To mce: Visual fesource Management Clz2cs IV reguirements, surface
§TTUCIUTES must be painted o blend with the domimant coler of the
landszape in the irmediate area, cxcetl vhere speciflic colors are

reccmmuend.Z 12 meet safety requiremencs. |

lecsee tc design exploratlion,
the lezses land in such 2 way
chts-of-vay on the leased land .

veccions to the functicns zne

4. Tt shall tc zhe responcikility
. Tezlamesticn cperzt
that the Iunztions and uses of zny
vill be protected. If camages o7 cic
uses of anvy cf the rights-ci-way occus 2s the Tesult of .
activities telated to cczl expleraiicn, rmining, or reclz=zation the

=ining,

for cguch cdamages cor disrupiicas.

lessee ¢ assume all lighildicy
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cooveD '~ NEW MEXICO STATE LAND OFFICE
Ry g AMENDED
05 enl COAL MINING LEASE
1 04 DL o
v= APPL;CKT{ NO. MC-0087 LEASE NO. MC-0087
e T\
s ;qt\{'\le\— .

THIS AGREEMENT, dated this 15TH day of JULY, 1991, made and
entered into between the STATE OF NEW MEXICO, acting by and
through the undersigned, its COMMISSIONER OF PUBLIC LANDS,
hereinafter called the "lessor“, and:

SAN JUAN COAL COMPANY

P.0. BOX 561 WATERFLOW, NEW MEXICO 87421,

hereinafter called the "lessee".

WITNESSETH:

WHEREAS, lessee has filed in the State Land
Office an application for a coal lease for the purpose of
exploring for, mining, developing and producing coal upon the
lands hereinafter described, and has tendered THREE THOUSAND TWO
HUNDRED FIFTY-FIVE AND 00/100-- DOLLARS ($3,255.00), for the
first annual rental payment, together with one hundred dollars
($100.00) application fee, and N/A dollars ($N/RA), for a bonus;

NOW THEREFORE, in consideration of the above
tender, receipt of which is acknowledged, and the COVENANTS
herein, lessor hereby grants, and leases to lessee, exclusively,
for the sole and only purpose of exploring for, mining,
developing, producing and removing coal in, upon or under the
following described lands in SAN JUAN County, New Mexico:

INST SEC TWP RGE SUBDIVISION ACRES

C.S. 32 30N 14W LOTS 1(43.27), 2(42.89), 650.80
3(42.51), 4(42.13), N2, N2S2

together with the right to use so much of the surface as is
reasonably necessary to explore for, mine, develop, produce and
remove the coal.
BEFORE THE

OIL CONSERVATION COMMISSION

8/23/89 Case No. 12734
1 Exhibit # -5 -2
Submitted By:Richardson Oper.Co.
Hearing Date:October 28 & 30, 2002

| Application of Richardson Operating
i Co.

Record on Appeal, 717.



TO HAVE AND TO HOLD the said lands and privileges granted
hereunder for a primary term of five years.

IN CONSIDERATION OF THE PREMISES, THE PARTIES COVENANT
AND AGREE AS FOLLOWS:

1. As royalty, lessee shall pay to lessor twelve and
one-half percent of the proceeds received from the sale of all
surface-mined coal or, at the option of the lessor, the market
value thereof, and eight percent of the proceeds received from
the sale of all underground-mined coal or, at the option of the
lessor, the market value thereof. The royalty rate may be
reduced by the lessor upon a showing by the lessee that the
leases for non-state coal in the same logical mining unit provide
for a lower rate or that the lands leased hereunder will be
bypassed and not mined without a rate reduction. Such royalty is
due in full on the last day of the month following the calendar
month of sale and shall be reported to the lessor, together with
such other information as may be required by the lessor, upon
forms prescribed by the lessor. In the event of a dispute as to
the amount of royalty due, the lessee shall assume the burden of
proof in any court action arising out of such dispute.

2. As rental, lessee shall pay to lessor annually on or
before each anniversary date of this lease the sum of five
dollars ($5.00) per acre or fraction thereof, such rental
payments to continue so long as this lease shall remain in force.

3. Lessee agrees to pay interest on delinguent royalty
and rental payments at the rate of one percent (1%) per month, or
fraction thereof, accruing from the date said payment becomes
due. ’

4. 1If, at the end of the primary term, the lessee has
submitted a mine plan, which is not subsequently disapproved by
the lessor within three months after submission, and the lessee
has either incorporated the land leased hereunder with adjacent
land into a logical mining unit or has shown to the satisfaction
of the lessor that the adjacent land is federal land which has
not been available for coal leasing but that the lessee has
incurred substantial costs in developing the leased land, then
this lease shall not expire at the end of the primary term but
shall continue for a secondary term of an additional five years.

5. If, at the end of the secondary term, the lessee is
producing coal at an average annual rate of either one percent of
the estimated recoverable reserves from the leased lands or one
percent of the estimated recoverable reserves from the logical
mining unit, then this lease shall not expire but shall continue
as long as the one percent production is maintained. Provided,

2 Application of Richardson Operating
Co.
Record on Appeal, 718.



that, for purposes of determining if the one percent annual
production has been maintained during any year after the end of
the second year following the beginning of production, the annual
production averaged over the previous three years, shall be used.
For purposes of this paragraph, annual rates of production shall
be measured from lease anniversary date to lease anniversary
date.

6. In lieu of actual production at or after the end of
the secondary term herecf, lessee may prevent the expiration of
this lease by the timely payment of an advance royalty equal to
the estimated royalty obligation which would be due if one
percent of the recoverable reserves in the lands leased hereunder
were produced. Payment of such advance royalty on or before a
lease anniversary date will act to prevent the expiration of this
lease until the next ensuing lease anniversary date; provided,
~that this lease shall not be extended for more than ten years by
payment of advance royalties. Any credit later taken in - any
month for advance royalties shall not exceed fifty percent of the
actual production royalty due for that month.

7. The lessee, with the written approval of the lessor,
may assign or sublet this lease in whole or in part; provided,
however, that no assignment of an undivided interest nor any
assignment or sublease of less than a legal subdivision shall be
recognized or approved by the lessor. Provided further, however,
the lessee may enter into any contract for the development of the
leasehold premises or any portion thereof, or may create
overriding royalties or obligations payable out of production, or
enter into any other agreements with respect to the development
of the 1leasehold premises or disposition of the production
therefrom, and it shall not be necessary for any such contracts,
agreements, or other instruments to be approved by the lessor;
but nothing herein contained shall relieve the lessee from
complying with any of the terms or provisions hereof.

8. Lessee, including his heirs, assigns, agents, and
contractors shall at his own expense fully comply with and
conform to accepted operational standards and practices in
general use in the industry and all laws, regulations, rules,
ordinances, and requirements of the city, county, state, federal
authorities and agencies, in all matters and things affecting the
premises and operations thereon which may be enacted or
promulgated under the governmental police powers pertaining to
the public health and welfare, including but not 1limited to
conservation, reclamation, sanitation, aesthetics, pollution,
cultural properties, fire, and ecology. Such agencies are not to
be deemed third party beneficiaries hereunder; however, this
clause is enforceable by the lessor in the same manner as other
covenants of this lease.

3 Application of Richardson Operating
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9. The lessor or his authorized representative shall
have the right to enter the leased lands for the purpose: of
measuring the cubical contents of every opening from which coal
has been extracted and to otherwise inspect the leased lands to
ensure that proper royalties have been paid. The lessor or his
representative shall have the right to inspect.all records, bogks
or accounts pertaining to the mining, extraction, transportation
and marketing of coal produced from the leased lands and, at the
request of the lessor, the lessee shall furnish contracts,
reports, samples, logs, assays or cores within reasonable bounds
as the lessor may determine to be necessary to the proper
administration of the leased lands and this lease. In addition,
lessee shall furnish annually and at such other times as the
lessor may require, plats, maps, or tracings, clearly and
accurately showing all development work upon the leased lands,
and other related information, with a report as to all buildings,
structures, or other work placed in or upon the leased lands, and
a statement as to the amount and grade of coal produced and sold.

10. The value of  any unpaid royalty shall become a prior
lien upon the production from the leased 1lands and the
improvements situated thereon.

11. Before commencing excavation operations or
development upon the leased lands, the lessee shall execute and
file with the 1lessor a good and sufficient bond or other
appropriate surety in an amount to be fixed at that time by the
lessor and based upon the approved mine plan to:

A. Guarantee the performance of all covenants
and obligations under this lease, including the obligation to pay
royvalties;

B. Ensure that all aspects of mining operations
and reclamation operations are conducted in conformity with the
mine permit issued by the Mining and Minerals Division of the
Energy, Minerals and Natural Resources Department pursuant to the
Surface Mining Act; and :

C. Ensure compensation for damage to the surface
or surface improvements in the absence of an agreement between
the lessee and any surface owner. :

A bond filed with the Mining and Minerals division of the Energy,
Minerals and Natural Resources Department pursuant to the Surface
Mining Act will satisfy the requirements of Subsection B of this
paragraph unless the lessor, in his discretion, determines that
the bond filed with the Mining and Minerals Division is
insufficient. Any bond, filed with the lessor pursuant to the
provisions of this paragraph, shall be released by the lessor

4



upon a showing that lessee has complied with the opligations as
specified in Subsections A, B and C of this paragrapn.

12. Lessor may cancel this lease Zfor nonpayment of
rentals, nonpayment of royalties, or violation of any of the
terms or covenants thereof; provided, however, that before any
such cancellation shall be made, lessor, must mail to lessee, by
registered or certified mail addressed to the post office address
of the lessee shown by the lease, or by specific written notice
of change of address furnished by lessee, a thirty-day notice of
intention to cancel this lease, specifying the default for which
the lease is subject to cancellation. No proof or receipt of
notice shall be necessary and thirty days after such mailing,
lessor may enter cancellation unless lessee shall have sooner
remedied the default; provided, that if the violation cannot be
remedied within the thirty-day period and the lessee shall have
commenced operations to substantially remedy the violation within
such period, the lease shall not be cancelled as long as lessee
diligently pursues actions necessary to remedy the violation.

13. With the consent of the lessor this lease may be
relinquished in whole or in part; provided, that the lessor will
not approve any relinquishment of an undivided interest nor less
than a legal subdivision. When filed and approved, such
relinguishment shall be effective from the date of filing. Upon
relinquishment of the lease, lessee shall be relieved from
further obligations and 1liabilities hereunder as to the lands
surrendered subject, however, to the continued obligations to:
make payment of all accrued rentals and royalties; protect or
restore the surface and surface resources consistent with the
mine permit issued by the Mining and Minerals Division of the
Energy, Minerals and Natural Resources Department; and to
otherwise perform other obligations accrued under the lease.

14. Coalbed methane gas is specifically excluded and
reserved from this lease, except for small incidental quantities
which may have to be vented or flared to achieve access to coal.
Although lessee may engage in insitu coal gasification in order
to remove coal, such gasification shall not disturb or diminish
commercial quantities of coalbed methane gas.

15. Lessee may make or place such improvements and
equipment upon the leased land as may be reasonably necessary to
explore for, mine and remove coal, and upon termination of this
lease for any reason, lessee may remove such improvements and
equipment as can be removed without material injury to the
premises; provided, however, that all rentals and royalties have
been paid and that such removal is accomplished within 180 days
of the termination date. All improvements and equipment
remaining upon the premises after the removal date, as set forth

3
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in accordance with this paragraph, shall be forfeited to lessor
without compensation.

16. Lessee shall not mortgage any improvements placed
upon the land.

17. The State has a continuing option to purchase at any
time and from time to time, at the market price prevailing in the
area on the date of purchase, all or any part of the coal that
will be produced from the lands covered by this lease.

-18. All the obligations, covenants, agreements, rights
and privileges of this lease shall extend to and be binding and
inure to the benefit of the lawful and recognized assigns or
successors in interest of the parties hereto.

19. Lessor reserves to itself the right to lease, sell,
or otherwise dispose of the surface or other mineral deposits in
the lands leased and the right to continue existing uses upon or
in the leased 1lands, including issuing leases for mineral
deposits not covered hereunder or the approval of easements or
rights-of-way. Lessor shall condition such uses to prevent
unnecessary or unreasonable interference with rights of lessee as
may be consistent with concepts of multlple use and multiple
mineral development.

20. Lessee shall be liable and agree to pay for all
damage to livestock, growing crops, water or other tangible
improvements on the leased lands as may be suffered by reason of
development, use and occupation of the lands by lessee.

21. Any and all water rights developed on the leased
lands by lessee shall be developed in the name of lessor.
Lessee, at its own expense, shall comply with all regulations of,
and obtain all necessary permits from, the office of the State
Engineer. Lessee shall have the full and free use of such water
rights for lease operations during the term of the lease. Upon
expiration or termination of the lease, such water rights shall
be retained by lessor. During the term of the lease, lessee
shall preserve, protect and defend such water rights.

22. Lessee shall save and hold harmless, indemnify and
defend the State of New Mexico, the Commissioner of Public Lands,
and his agents in their officjial and individual capacities, of
and from any and all liability claims, losses, or damages arising
out of or alleged to arise out of or indirectly connected with
the operations of lessee hereunder, off or on the leased lands,
or the presence on said lands of any agent, contractor or
subcontractor of lessee. All terms and provisions of this
instrument shall be binding upon the contractors and
subcontractors of lessee in like manner as the same are binding

6
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. upon lessee, and all acts and doings of said contractors and
subcontractors shall be deemed and treated as the same and held

responsible by lessee.

23. Lessee shall exercise reasonable diligence, care and
skill in the operating of the leased lands in accordance with
standard and approved mining methods and practices. Lessee shall
conduct all exploration, development and mining operations in a
good workmanlike manner having due regard to the health and

. safety of employees, the prevention of waste and the preservation
of the property for further productive operations. All mining
and related productive operations are to be subject to inspection
by lessor or his duly authorized agent.

24. See attached stipulations, if any, hereby made part
of this lease.

IN WITNESS WHEREOF, the State of New Mexico has hereunto
signed and caused its name to be signed by its Commissioner of
Public Lands thereunto duly authorized, with the seal of his
office affixed, and the lessee has signed this agreement to be
effective the day and year above written.

STATE OF NEW MEXICO

‘I' BY:\lqu’661d

COMMISSIONER OF PUBLIC LANDS

LESSEE

v

(PERSONAL ACKNOWLEDGMENT)
STATE OF JJEN ME e )

coonry or Qe Suapd )

The foregoing instrument was acknowledged before me on this

(€T day of m A9, by “tames R. ReTived

My Commission Expires:

Nov. (¢ (99

NOTARY PUB

L, D. J. LAZENBY
¥ | 2] NOTARY PUBLIC - STATE OF NEW MEXICO

. A,

' wmmNW-(G'(qq(

Application of Richardson Operating
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(ACKNOWLEDGMENT BY CORPORATION)

STATE OF NEW MEXICO )

COUNTY OF SAN JUAN )

The foregoing instrument was acknowledged before me on this
2nd day of December, 1991, by James R. Rothwell, Vice President &
General Manager, of San Juan Coal Company, a Delaware corporation,

on behalf of said corporation.

My Commission Expires: _
5-9-92 W
Y PUBLIC\.

Rt

| ‘:} OFFICIAL SEAL ]

BEVERLEY 8. MORR(IS

NOTARY PUBLIC  STATE OF NEW lmco
fAv commission expires 9

B A P, b A8 BB Byt

8 Application of Richardson Operating
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cZ5TiVED
~ce© £ 10 1M NEW MEXICO STATE LAND OFFICE
bty 0 F AMENDED
TICE COAL MINING LEASE
E;AP?LEEAII&N NO. MC-0088 LEASE NO. MC-0088

THIS AGREEMENT, dated this 15TH day of JULY, 1991, made and
entered into between the STATE OF NEW MEXICO, acting by and
through the undersigned, its COMMISSIONER OF PUBLIC LANDS,
hereinafter called the "lessor", and:

SAN JUAN COAL COMPANY

P.0. BOX 561 WATERFLOW, NEW MEXICO 87421,

hereinafter called the "lessee".

WITNESSETH:

WHEREAS, lessee has filed in the State Land
Office an application for a coal lease for the purpose of
exploring for, mining, developing and producing coal upon the
lands hereinafter described, and has tendered THREE THOUSAND TWO
HUNDRED FIFTY AND 00/100---DOLLARS ($3,250.00), for the first
annual rental payment, together with one hundred dollars
($100.00) application fee, and N/A dollars ($N/A), for a bonus;

NOW THEREFORE, in consideration of the above
tender, receipt of which is acknowledged, and the COVENANTS
herein, lessor hereby grants, and leases to lessee, exclusively,
for the sole and only purpose of exploring for, mining,
developing, producing and removing cocal in, upon or under the
following described lands in SAN JUAN County, New Mexico:

INST SEC TWP RGE SUBDIVISION ACRES

C.s. 36 30N 15W LOTS 1(40.57), 2(41.73), 649.20
3(42.87), 4(44.03), N2, N2S2

together with the right to use so much of the surface as is

reasonably necessary to explore for, mine, deve
remove the coal. Application of Richardson Operating
Co.

Record on Appeal, 726.
8/23/89

BEFORE THE
OIL CONSERVATION COMMISSION
Case No. 12734
Exhibit # A-5 -3
Submitted By:Richardson Oper.Cc
Hearing Date:October 28 & 30, 20




TO HAVE AND TO HOLD the said lands and privileges granted
hereunder for a primary term of five years.

IN CONSIDERATION OF THE PREMISES, THE PARTIES COVENANT
AND AGREE AS FOLLOWS:

1. BAs royalty, lessee shall pay to lessor twelve and
one-half percent of the proceeds received from the sale of all
surface-mined coal or, at the option of the lessor, the market
value thereof, and eight percent of the proceeds received from
the sale of all underground-mined coal or, at the option of the
lessor, the market value thereof. The royalty rate may be
reduced by the lessor upon a showing by the lessee that the
leases for non-state coal in the same logical mining unit provide
for a lower rate or that the lands leased hereunder will be
bypassed and not mined without a rate reduction. Such royalty is
due in full on the last day of the month following the calendar
month of sale and shall be reported to the lessor, together with
such other information as may be required by the lessor, upon
forms prescribed by the lessor. In the event of a dispute as to
the amount of royalty due, the lessee shall assume the burden of
proof in any court action arising out of such dispute.

2. As rental, lessee shall pay to lessor annually on or
before each anniversary date of this lease the sum of five
dollars ($5.00) per acre or fraction thereof, such zrental
payments to continue so long as this lease shall remain in force.

3. Lessee agrees to pay interest on delinguent royalty
and rental payments at the rate of one percent (1%) per month, or
fraction thereof, accruing from the date said payment becomes
due.

4. If, at the end of the primary term, the lessee has
submitted a mine plan, which is not subsequently disapproved by
the lessor within three months after submission, and the lessee
has either incorporated the land leased hereunder with adjacent
land intoc a logical mining unit or has shown to the satisfaction
of the lessor that the adjacent land is federal land which has
not been available for c¢oal leasing but that the lessee has
incurred substantial costs in developing the leased land, then
this lease shall not expire at the end of the primary term but
shall continue for a secondary term of an additional five years.

5. If, at the end of the secondary term, the lessee is
producing coal at an average annual rate of either one percent of
the estimated recoverable reserves from the leased lands or one
percent of the estimated recoverable reserves from the logical
mining unit, then this lease shall not expire but shall continue
as long as the one percent production is maintained. Provided,
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that, for purposes of determining if the one percent annual
production has been maintained during any year after the end of
the second year following the beginning of production, the annual
production averaged over the previous three years, shall be used.
For purposes of this paragraph, annual rates of production shall
be measured from lease anniversary date to lease anniversary
date.

6. In lieu of actual production at or after the end of
the secondary, term herecf, lessee may prevent the expiration of
this lease by the timely payment of an advance royalty equal to
the estimated royalty obligation which would be due if one
percent of the recoverable reserves in the lands leased hereunder
were produced. Payment of such advance royalty on or before a
lease anniversary date will act to prevent the expiration of this
lease until the next ensuing lease anniversary date; provided,
that this lease shall not be extended for more than ten years by
payment of advance royalties. Any credit later taken in any
month for advance royalties shall not exceed fifty percent of the
actual production royalty due for that month.

7. The lessee, with the written approval of the lessor,
may assign or sublet this lease in whole or in part; provided,
however, that no assignment of an undivided interest nor any
assignment or sublease of less than a legal subdivision shall be
recognized or approved by the lessor. Provided further, however,
the lessee may enter into any contract for the development of the
leasehold premises or any portion therecf, or may create
overriding royalties or obligations payable out of production, or
enter into any other agreements with respect to the development
of the leasehold premises or disposition of the production
therefrom, and it shall not be necessary for any such contracts,
agreements, or other instruments to be approved by the lessor;
but nothing herein contained shall relieve the lessee from
complying with any of the terms or provisions hereof.

8. Lessee, including his heirs, assigns, agents, and
contractors shall at his own expense fully comply with and
conform to accepted operational standards and practices in
general use in the industry and all laws, regulations, rules,
ordinances, and requirements of the city, county, state, federal
authorities and agencies, in all matters and things affecting the
premises and operations thereon which may be enacted or
promulgated under the governmental police powers pertaining to
the public health and welfare, including but not limited to
conservation, reclamation, sanitation, aesthetics, pollution,
cultural properties, fire, and ecology. Such agencies are not to
be deemed third party beneficiaries hereunder; however, this
clause is enforceable by the lessor in the same manner as other
covenants of this lease.
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9. The lessor or his authorized representative shall
have the right to enter the leased lands for the purpose of
measuring the cubical contents of every opening from which coal
Has been extracted and to otherwise inspect the leased lands to
ensure that proper royalties have been paid. The lessor or his
representative shall have the right to inspect all records, books
or accounts pertaining to the mining, extraction, transportation
and marketing of coal produced from the leased lands and, at the
request of the lessor, the lessee shall furnish contracts,
reports, samples, logs, assays or cores within reasonable bounds
as the lessor may determine to be necessary to the proper
administration of the leased lands and this lease. In addition,
lessee shall furnish annually and at such other times as the
lessor may require, plats, maps, or tracings, clearly and
accurately showing all development work upon the leased lands,
and other related information, with a report as to all buildings,
structures, or other work placed in or upon the leased lands, and
a statement as to the amount and grade of coal produced and sold.

10. The value of any unpaid royalty shall become a prior
lien upon the production from the leased lands and the
improvements situated thereon.

11. Before commencing excavation operations or
development upon the leased lands, the lessee shall execute and
file with the 1lessor a good and sufficient bond or other
appropriate surety in an amount to be fixed at that time by the
lessor and based upon the approved mine plan to:

A. Guarantee the performance of all covenants
and cbligaticons under this lease, including the obligation to pay
royalties;

B. Ensure that all aspects of mining operations
and reclamation operations are conducted in conformity with the
nine permit issued by the Mining and Minerals Division of the
Energy, Minerals and Natural Resources Department pursuant to the
Surface Mining Act; and

C. Ensure compensation for damage to the surface
or surface improvements in the absence of an agreement between
the lessee and any surface owner.

A bond filed with the Mining and Minerals division of the Energy,
Minerals and Natural Resources Department pursuant to the Surface
Mining Act will satisfy the requirements of Subsection B of this
paragraph unless the lessor, in his discretion, determines that
the bond filed with the Mining and Minerals Division is
insufficient. Any bond, filed with the lessor pursuant to the
provisions of this paragraph, shall be released by the lessor
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upon a showing that lessee has complied with the obligations as
specified in Subsections A, B and C of this paragraph.

12. Lessor may cancel this lease for nonpayment of
rentals, nonpayment of royalties, or vioclation of any of the
terms or covenants thereocf; provided, however, that before any
such cancellation shall be made, lessor, must mail to lessee, by
registered or certified mail addressed to the post office address
of the lessee shown by the lease, or by specific written notice
of change of ,address furnished by lessee, a thirty-day notice of
intention to cancel this lease, specifying the default for which
the lease is subject to cancellation. No proof or receipt of
notice shall be necessary and thirty days after such mailing,
lessor may enter cancellation unless lessee shall have sooner
remedied the default; provided, that if the violation cannot be
remedied within the thirty-day period and the lessee shall have
commenced operations to substantially remedy the violation within
such period, the lease shall not be cancelled as long as lessee
diligently pursues actions necessary to remedy the vioclation.

13. With the consent of the lessor this lease may be
relinguished in whole or in part; provided, that the lessor will
not approve any relinquishment of an undivided interest nor less
than a legal subdivision. When filed and approved, such
relinquishment shall be effective from the date of filing. Upon
relinquishment of the lease, lessee shall be zrelieved from
further obligations and liabilities hereunder as to the lands
surrendered subject, however, to the continued obligations to:
make payment of all accrued rentals and royalties; protect or
restore the surface and surface resources consistent with the
mine permit issued by the Mining and Minerals Division of the
Energy, Minerals and Natural Resources Department; and to
otherwise perform other obligations accrued under the lease.

14. Coalbed methane gas is specifically excluded and
reserved from this lease, except for small incidental quantities
which may have to be vented or flared to achieve access to coal.
Although lessee may engage in imdsitu coal gasification in order
to remove coal, such gasification shall not disturb or diminish
commercial quantities of coalbed methane gas.

15. Lessee may make or place such improvements and
equipment upon the leased land as may be reasonably necessary to
explore for, mine and remove coal, and upon termination of this
lease for any reason, lessee may remove such improvements and
equipment as can be removed without material injury to the
premises; provided, however, that all rentals and royalties have
been paid and that such removal is accomplished within 180 days
of the termination date. All improvements and equipment
remaining upon the premises after the removal date, as set forth
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in accordance with this paragraph, shall be forfeited to lessor
without compensation.

16. Lessee shall not mortgage any improvements placed
upon the land.

17. The State has a continuing option to purchase at any
time and from time to time, at the market price prevailing in the
area on the date of purchase, all or any part of the coal that
will be produyced from the lands covered by this lease.

18. All the obligations, covenants, agreements, rights
and privileges of this lease shall extend to and be binding and
inure to the benefit of the lawful and zrecognized assigns or
successors in interest of the parties hereto. C

19. Lessor reserves to itself the right to lease, sell,
or otherwise dispose of the surface or other mineral deposits in
the lands leased and the right to continue existing uses upon or
in the leased lands, including issuing leases for mineral
deposits not covered hereunder or the approval of easements or
rights-of-way. Lessor shall condition such uses to prevent )
unnecessary or unreasonable interference with rights of lessee as
may be consistent with concepts of multiple use and multiple
mineral development.

20. Lessee shall be liable and agree to pay for all
damage to livestock, growing crops, water or other tangible
improvements on the leased lands as may be suffered by reason of
development, use and occupation of the lands by lessee.

21. Any and all water rights developed on the leased
lands by lessee shall be developed in the name of lessor.
Lessee, at its own expense, shall comply with all regulations of,
and obtain all necessary permits from, the office of the State
Engineer. Lessee shall have the full and free use of such water
rights for lease operations during the term of the lease. Upon
expiration or termination of the lease, such water rights shall
be retained by lessor. During the term of the lease, lessee
shall preserve, protect and defend such water rights.

22. Lessee shall save and hold harmless, indemnify and
defend the State of New Mexico, the Commissioner of Public Lands,
and his agents in their official and individual capacities, of
and from any and all liability claims, losses, or damages arising
out of or alleged to arise out of or indirectly connected with
the operations of lessee hereunder, off or on the leased lands,
or the presence on said lands of any agent, contractor or
subcontractor of lessee. All terms and provisions of this
instrument shall be binding wupon the  contractors and
subcontractors of lessee in like manner as the same are binding
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upon lessee, and all acts and doings cf said contractors and
subcontractors shall be deemed and treated as the same and held
responsible by lessee.

23. Lessee shall exercise reasonable diligence, care and
skill in the operating of the leased lands in accordance with
standard and approved mining methods and practices. Lessee shall
conduct all exploration, development and mining operations in a
good workmanlike manner having due regard to the health and
safety of employees, the prevention of waste and the preservation
of the property for further productive operations. All mining
and related productive operations are to be subject to inspection
by lessor or his duly authorized agent.

24. See attached stipulations, if any, hereby made part
of this lease.

IN WITNESS WHEREOF, the State of New Mexico has hereunto
signed and caused its name to be signed by its Commissioner of
Public Lands thereunto duly authorized, with the seal of his
office affixed, and the lessee has signed this agreement to be
effective the day and year above written.

STATE QF NEW MEXICO

BY: \am B

COMMISSIONER OF FUBLIC LANDS
SAN JUAN COAL COMPANY

-~

LESSEE” JAMES R. ROTHWELL
: Vice President & Gen. Mgr.
(PERSONAL ACKNOWLEDGMENT)Western U. S. Mining
STATE OF )

COUNTY OF )

The foregoing instrument was acknowledged before me on this
day of r r bY

My Commission Expires:

NOTARY PUBLIC
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. (ACKNOWLEDGMENT BY CORPORATION)

STATE OF NEW MEXICO )
)ss.
COUNTY OF SAN JUAN )

The foregoing instrument was acknowledged before me on this
2nd day of December, 1991, by James R. Rothwell, Vice President &
General Manager, of San Juan Coal Company, a Delaware corporation,

on behalf of said corporation.

My Commission Expires:

5-9-92

m@

“%
‘g’umuu SEAL _

BEVERLEY 8. MORRIS

\

%

3 NOTARY PHBLIC  STATE OF KEW MEXICO
3 My commiwsion expires<)- 4
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PART . LEASE RIGHTS GRANTED

UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

COAL LEASE

This lease, entered into by and between the UNITED STATES OF AMERICA. hereinafter called lessor; through the Bureau of Land Management. a

(Name and Address)
San Juan Coal Company
300 W. Arrington, Suite 200
Farmington, NM 87401
hereinafter called lessee, is effective (da*AH ] Z':C" , for a period of 20 years and for so long thereafter as coal is produced in commerc

quantities from the leased lands, Subject to readjustment of lease terms at the end of the 20th lease year and each 10-year period thereafter.
Sec. 1. This lease is issued pursuant and subject to the terms and provisions of the:

3 Mineral Lands Leasing Act of 1920, Act of February 25, 1920, as amended, 41 Stat. 437, 30 U.S.C. 181-287, hereinafter referred to as the Act
[0 Mineral Leasing Act for Acquired Lands, Act of August 7, 1947, 61 Stat. 913, 30 U.S.C. 351-359;

and to the regulations and formal orders of the Secretary of the Interior which are now or herearter in force, when not inconsistent with the expr
and specific provisions herein.

Sec. 2. Lessor, in consideration of any bonuses, rents, and royalties to be paid, and the conditions and covenants to be observed as herein set fo
hereby grants and leases o lessee the exclusive right and privilege to drill for, mine, extract, remove, or otherwise process and dispose of the ¢

deposits in, upon, or under the following described lands:

T. 30 ¥., R. 14 W., NMPM
sec. 17, ALL;
sec. 18, ALL;
. sec. 19, ALL;
, sec. 20, ALL;
sec. 29, ALL;
sec. 30, ALL;
sec. 31, Lots 1-4,
N5, NsSls;

g

g
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containing 4, 483 . 8&cres, more or less, together with the right to construct such works. buildings, plants, structures, equipment and appliar
and theright to use such on-lease rights-of-way which may be necessary and convenient in the exercise of the rights and privileges granted, subjec

the conditions herein provided. :

PART Il. TERMS AND CONDITIONS

Sec. 1.{a) RENTAL RATE - Lessee shall pay lessor rental annually and
in advance for each acre or fraction thereof during the continuance of
the lease at the rate of 3 3. 00 for each lease year.

(b) RENTAL CREDITS - Rental shall not be credited against either
production or advance royalties for any year.

Sec. 2. {a) PRODUCTION ROYALTIES - The royalty shall be * per-
cent of the value of the coal as set forth in the regulations. Royalties are
dueto lessor the final day of the month succeeding the calendar month
in which the royalty obligation accrues.

(b) ADVANCE ROYALTIES - Upon request by the lessee, the authorized
officer may accept, for a total of not more than 10 years, the payment of
advance royalties in lieu of continued operation, consistent with the
regulations. The advance royalty shall be based on a percent of the
value of a minimum number of tons determined in the manner
established by the advance royalty regulations in effect at the time the
lessee requests approval to pay advance royalties in lieu of continued
operation.

Sec.3. BONDS - Lessee shall maintain in the proper office a lease bond
intheamountof$ 14,000 .Theauthorized officer may require an
increase in this amount when additional coverage is determined
appropriate.

Sec. 4. DILUGENCE - This lease is subject to the conditions of dilig
development and continued operation, except that these conditions
excused when operations under the lease are interrupted by strikes,
elements, ar casualties not attributable to the lessee. The lessor, in
publicinterest, may suspend the condition of continued operation u;
payment of advance royalties in accordance with the regulations
existence at the time of the suspension. Lessee’s failure to produce ¢
in commercial quantities at the end of 10 years shall terminate
Jease. Lessee shall submit an operation and reclamation plan pursu
to Section 7 of the Act not later than 3 years after lease issuance.

The lessor reserves the power to assent to or order the suspension of
terms and conditions of this lease in accordance with, inter a
Section 39 of the Mineral Leasing Act, 30 U.S.C. 209. ’

Sec. 5. LOGICAL MINING UNIT (LMU) - Either upon approval by
lessor of the lessee’s application or at the direction of the lessor, t
lease shall become an LMU or partof an LMU, subject to the provisi.
set forth in the regulations.

The stpulations established in an LMU approval in effectat the tim
LMU approval will supersede the relevant inconsistent terms of ¢
lease sa long as the lease remains committed to the LMU. If the LM1
which this lease is a part is dissolved, the lease shall then be subjec
the lease terms which would have been applied if the lease had not b.
inciuded in an LMU,

*12% percent of the value of the coal removed by surface methods 6r
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Sec. 6. DOCUMENTS. EVIDENCE AND INSPECTIO™' - At such times and
in such ‘orm as lessor may prescribe, lessee ‘1 furnish detailed
‘statements showing the amounts and quality o. wl products removed
and sold from the lease, the proceeds therefrom, and the amount used
for production purposes or unavoidably lost.

e shall keep open at all reasonable times for theinspection of any
b ithorized officer of lessor, the leased premises and all surface and

ground improvements, works, machinery, ore stockpiles, equip-
ment, and all books. accounts, maps, and records relative to operations,
surveys, or investigations on or under the leased lands.

Lessee shall allow lessor access to and copying of documents reason-
ably necessary to verify lessee compliance with terms and conditions of
the lease.

While this lease remains in effect, information obtained under this
section shall be closed to inspection by the public in accordance with
the Freedom of Information Act (5 U.S.C. 552).

Sec. 7. DAMAGES . TO PROPERTY AND CONDUCT OF OPERATIONS -
Lessee shall comply atits own expense with all reasonable orders of the
Secretary, respecting diligent operatiqns, prevention of waste, and
protection of other resources.

Lesseeshall not conduct exploration operations, other than casual use,
without an approved exploration plan. All exploration plans prior to
the commencement of mining operations within an approved mining,
permit area shall be submitted to the authorized officer.

Lessee shall carry on all operationa in accordance with approved
methods and practices as provided in the operating regulations, having
due regard for the prevention of injury to life, health, or property, and
prevention of waste, damage orrdegradation to any land, air, water,
cultural, biological, visual, and other resources, including mineral
deposits and formations of mineral deposits not leased hereunder, and
to other land uses or users. Lessee shall take measures deemed
necessary by lessor to accomplish the intent of this lease term. Such
measures may include, but are not limited to. modification to proposed
siting or design of facilities, timing of operations, and specification of
' and final reclamation procedures. Lessor reserves to itseif the

0 lease, sell, or otherwise dispose of the surface or other mineral
de, _sits in the lands and the right to continue existing uses and to
authorize future uses upon or in the leased lands, including issuing
leases for mineral deposits not covered hereunder and approving
easements or rights-of-way. Lessor shall condition such uses to prevent
unnecessary or unreasonable interference with rights of lessee as may
be consistent with concepts of multiple use and multiple mineral
development.

Sec. 8. PROTECTION OF DIVERSE INTERESTS, AND EQUAL OPPORTU-
NITY - Lessee shall: pay when dueall taxes legally assessed and levied
under the laws of the State or the United States; accord all employees
complete freedom of purchase; pay all wages atlease twice each month
in lawful money of the United States; maintain a safe working
environment in accordance with standard industry practices; restrict
the workday to not more than 8 hours in any one day for underground
workers, except in emergencies; and take measures necessary to protect
the health and safety of the public. No person under the age of 16 years
shall be employed in any mine below the surface. To the extent that
laws of the State in which the lands are situated are more restrictive
than the provisions in this paragraph, then the State laws apply.

Lessee will comply with all provisions of Executive Order No. 11246 of
September 24, 1965, as amended, and the rules, regulations, and
relevant orders of the Secretary of Labor. Neither lessee nor lessee's
subcontractors shall maintain segregated facilities.

Sec. 15. SPECIAL STIPULATIONS -

Sec. 9. (a) TRANSFERS

8 Thisleasemay! insferred in whole or in part to any person
association or corporation qualified to hold such lease interest.

g This. lease may be Lransferred‘in v.vhole or in part to another
public body or to a person whe will mine the coal on behalf of, and
for the use of, the public body or to a person who for the limited
purpose of creating a security interest in favor of a lender agrees
to be obligated to mine the coal on behalf of the public body.

{J Thislease may only be transferred in wholeorin partto another
small business qualified under 13 CFR 121.

Transfers of record title, working or royalty interest must be
approved in accordance with the regulations.

(b) RELINQUISHMENT - The lessee may relinquish in writing at any
time all rights under this lease or any portion thereof as provided in the
regulations. Upon lessor’s acceptance of the relinquishment, lessee
shall be relieved of all future obligations under the lease or the
relinquished portion thereof, whichever is applicable.

Sec. 10. DELIVERY OF PREMISES. REMOVAL OF MACHINERY, EQUIP-
MENT, ETC. - At such time as all portions of this lease are returned to
lessor, lessee shall deliver up to lessor the land leased, underground
timbering, and such other supports and structures necessary for the
preservation of the mine workings on the leased premises or deposits
and place all workings in condition for suspension or abandonment.
Within 180 days thereof, lessee shall remove from the premises all other |
structures, machinery, equipment, tools, and materials that it elects to
or as required by the authorized officer. Any such structures, ma-
chinery, equipment, tools, and materials remaining on the leased lands
beyond 180 days, or approved extension thereof, shall become the
property of the lessor, but lessee shall either remove any or all such
property or shall continue to be liable for the cost of removal and
disposal in the amount actually incurred by the lessor. If the surface is
owned by third parties, lessor shall waive the requirement for remaval,
provided the third parties do not object to such waiver. Lessee shall,
prior to the termination of bond liability or at any other time when
required and in accordance with all applicable laws and regulations,
reclaim all lands the surface of which has been disturbed, dispose of all
debris or solid waste, repair the offsite and onsite damage caused by
lessee’s activity or activities incidental thereto, and reclaim access
roads or trails.

Sec. 11. PROCEEDINGS IN CASE QF DEFAULT - If lessee fails to comply
with applicable laws, existing regulations, or the terms, conditions and
stipulations of this lease, and the noncompliance continues for 30 days
after written notice thereof, this lease shall be subject to cancellation by
the lessor only by judicial proceedings This praovigian shall not be
construed to prevent tde exercise by lessor of any other legal and
equitable remedy, including wajverm&ny such refnedy or
waiver shall not prevent later ¢ the same {default
occurring at any other time.
Sec. 12. HEIRS AND SUC:CESSORE N miach oblightion of
this lease shall extend tdand be bi ‘EH \ﬁae ery benef hereof
shall inure to, the heifs, executors, administrators, succesyors, or

assigns of the respective parties fereta= | AND MGMT.

Sec. 13. INDEMNIFICATION - LepdelISaITing suhiik §i hold birmless
the United States from{any and all claims arising out of the '3
activities and operations under this lease.

Sec. 14. SPECIAL STATUTES - This lease is subject to the Clean Water
Act (33 U.S.C. 1252 et. seq.), the Clean Air Act (42 U.S.C. 4274 et. seq.),
and to all other applicable laws pertaining to exploration activities,
mining operations and reclamation, including the Surface Mining
Control and Reclamation Act of 1377 (30 U.S.C. 1201 et. seq.).

1. The lessee shall comply at its own expense with all reasonable orders of the Secretary
respecting diligent operations, prevention of waste, and protection of non-coal resources.

. This coal lease is subject to all prior existing rights including the right of oil and
& lessees & other mineral lessees and surface users.

3. 1t is solely the responsibility of the coal lessee, not the responsibility of BLM,
to clear the coal tract of any legal encumbrances or pre~existing land uses that would

impede or prevent coal mining on the tract.
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ec. 15. SPECIAL STIPULATIONS (Cont'd) -

No portion of the 1998 Coal Leasing Area Resource Plan Amendment shall be coustrued to

4,
aquire BIM to act in the tole of a party to mediation or mitigation efforts between

Eral or surface interest holders.
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THE UNMITED STATES OF AMERICA

SAN JUAN COAL COMPANY By -
Company or Lessee Name M
(Slgnature of I.essee) (ngnmg %’
. Carsten F. Goff
~ President Acring., Strare Director
(Title) ) (Title)
ebruary 06, 2001 FEB 23 201
(Date) {Date)

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

This form does not constitute an information collection as defined by 44 U.S.C. 3502 and therefore does not require OMB approvai.
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