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Attached to this summary are state coal leasing statutes, administrative rules, a sample lease and
sample application form. Please contact the Department’s Minerals Management Bureau
(MMB) at (406) 444-4576 for more information. Final authorization to issue coal leases rests
with the State Land Board. State school trust lands are also subject to regulatory mine permitting
by the Montana Department of Environmental Quality.

Nomination Process

e Applicant identifies state-owned school trust coal ownership within their area of interest.
Contact the MMB for ownership and lease status information.

e Applicant completes and submits a coal lease application form for each tract they are
interested in leasing, accompanied by the required application fee.

Department/Board Review Process

e The department reviews the lease applications and submits its review to the board to
determine if and when it would be in the best interests of the state to offer the nominated
tracts for lease.

e |f the applicant proposes to extract coal by strip mining methods, the department must
review to determine whether such methods would adversely affect methods of recovery
of deep minable coal from such operations in the future. If so, the board may not issue a
lease.

e Prior to issuing a coal mining lease or leases, the department evaluates the coal proposed
to be leased for the purpose of determining the fair market value of any coal reserves
located on the land, giving opportunity for and consideration to public comments on the
evaluation. The evaluation will also establish the lease royalty and rental rates.

o The fair market value may be determined by competitive bid or through an
appraisal. If the board determines an appraisal is necessary, the applicant may be
required to pay for the appraisal, subject to reimbursement if they are not the
successful bidder. The department will select the company or individual who will
conduct the appraisal. The board determines whether fair market value will be
generated by bid or appraisal




o If no competitive bids are offered, the board may enter into a lease(s) that is at
least at the full market value as determined by an appraisal.
If an appraisal is conducted, the board reviews the valuation information and advises the
department of the royalty and rental terms to be incorporated into the lease(s), and the
minimum acceptable bonus first year bonus bid to be solicited through the competitive
bid process.

Bidding Process

Pursuant to the authorization of the board, the department prepares bid information
packets and issues notices of sale. The notices of sale will identify the county or counties
within which tracts are being offered for lease, state the date by which bids must be
received by the department and provide instructions on how to obtain detailed
information on the specific tracts to be offered, including a bid packet, if desired.

A bid deposit of up to 10% of the appraised value of the coal may be required.

After the bid submittal deadline, the department opens the submitted bids and presents
the information to the board for its review.

Subject to the board’s right to reject any and all bids, the lease(s) will be awarded to the
qualified applicant who submits the highest cash amount per acre.

Lease Issuance Process

Upon award of the lease(s) to the successful bidder, the department will send lease
documents to the bidder for signature. The department will require payment of the bonus
bid and first year’s rental, and submission of bond. For corporations or other assumed
business name companies, the successful bidder will be required to provide confirmation
that they are registered and in good standing with the Montana Office of the Secretary of
State.

If bid deposits were required, they will be returned to the unsuccessful bidders.

If the applicant paid for an appraisal and is not the successful bidder, the successful
bidder will have to reimburse the applicant for their appraisal costs.

Upon receipt of the signed lease(s) and additional required payments and documents, the
department will execute the lease(s) and return one original to the new lessee.



Montana Code Annotated 2011

TITLE 77. STATE LANDS
CHAPTER 3
Part 3. Coal

77-3-301. Coal leases authorized. In response to an application or on its own initiative, the
board may lease in a manner that it considers in the best interests of the state any state lands to
which the title is vested in the state and in which the coal or coal rights are not reserved by the
United States for exploring for, mining, removing, selling, and disposing of the coal, upon the
terms and conditions provided in this section and subject to the rules that the board prescribes.

History: En. Sec, 38, Ch. 60, L. 1927; re-en. Sec. 1805.38, R.C.M. 1935; amd. Sec. 30, Ch. 428, L. 1973; amd.
Sec. 1, Ch. 358, L. 1975; R.C.M. 1947, 81-501(part); amd. Sec. 4, Ch. 318, L. 2003.

77-3-302. Lands subject to coal leasing. The authority to lease extends to state lands no
matter how acquired and extends to state lands which have been sold but in which the coal rights
are reserved by the state, whether the lands are under certificate of purchase or patents have been
issued.

History: En. Sec, 38, Ch. 60, L. 1927; re-en. Sec. 1805.38, R.C.M. 1935; amd. Sec. 30, Ch. 428, L. 1973; amd.
Sec. 1, Ch. 358, L. 1975; R.C.M. 1947, 81-501(part).

77-3-303. Rules relating to coal leasing. (1) The board may adopt rules and perform all acts
not inconsistent with The Enabling Act, the constitution, and the statutes of this state that it
considers necessary and proper relating to the leasing of state land for coal mining purposes.

(2) The board is encouraged to lease the property interests acquired from the federal
government in the Crown Butte land exchange for coal mining purposes. The proceeds from the
leases must be used for the direct funding of education, including K-12 school districts,
institutions of higher education, and vocational-technical education, unless otherwise provided in
the transfer agreement.

History: En. Sec. 44, Ch. 60, L. 1927; re-en. Sec. 1805.44, R.C.M. 1935; R.C.M. 1947, 81-507; amd. Sec. 1,
Ch. 485, L. 2001.

77-3-304. Protection of rights of purchasers or prior lessees. Whenever the leased lands
are under certificate of purchase or patents have been issued and in all cases where the lands are
under lease for grazing, agriculture, or similar purposes, care shall be taken in issuing the coal
mining lease to protect the rights of the purchaser or lessee.

History: En. Sec, 38, Ch. 60, L. 1927; re-en. Sec. 1805.38, R.C.M. 1935; amd. Sec. 30, Ch. 428, L. 1973; amd.
Sec. 1, Ch. 358, L. 1975; R.C.M. 1947, 81-501(part).

77-3-305. Limitations on leasing. (1) The board may not issue leases to any citizen of
another country or any person, partnership, corporation, association, or other legal entity
controlled by interests foreign to the United States unless that country provides for similar or like
privileges to citizens of the United States.

(2) The board shall consider whether the extraction of the coal from those lands by strip-
mining methods would adversely affect the methods of recovery of deep minable coal from those



operations on those lands in the future.

History: En. 81-511 by Sec. 6, Ch. 358, L. 1975; R.C.M. 1947, 81-511(part); amd. Sec. 1, Ch. 127, L. 1983,;
amd. Sec. 1, Ch. 332, L. 2011.

77-3-306. Conditions on manner of mining. (1) Every coal lease shall be conditioned upon
compliance with Title 82, chapter 4, parts 1 and 2.

(2) These coal leases are subject to the condition that the coal must be mined, handled, and
marketed in a manner that will prevent as far as possible all waste of coal and are also subject to
the condition that the mining operations shall be carried on in a systematic and orderly manner
that will not make subsequent mining operations more difficult or expensive. A violation of any
of these conditions is grounds for the forfeiture of the lease after a hearing before the board.

History: En. Sec, 38, Ch. 60, L. 1927; re-en. Sec. 1805.38, R.C.M. 1935; amd. Sec. 30, Ch. 428, L. 1973; amd.
Sec. 1, Ch. 358, L. 1975; R.C.M. 1947, 81-501(part).

77-3-307. Improvements of former lessee. (1) When a coal mining lease is applied for on
land where mining operations have been carried on by a former lessee and there are surface or
underground improvements on the land used at the former operations, disposition must be made
of the improvements satisfactory to the board before a new lease is issued. If the owner of the
improvements desires to sell the improvements to the new lessee, the new lessee shall pay the
owner the reasonable value of the improvements as far as they are suitable for the new mining
operations. If they fail to agree on the value of the improvements, the value must be ascertained
and fixed as provided in 77-6-306.

(2) Before a new lease is issued, the applicant shall show to the satisfaction of the board that
the applicant has paid the owner for the improvements as agreed on between them or as fixed
under the provisions of 77-6-306, that the applicant has tendered payment as fixed, or that the
owner desires to remove the owner's improvements.

History: En. Sec. 43, Ch. 60, L. 1927; re-en. Sec. 1805.43, R.C.M. 1935; amd. Sec. 32, Ch. 428, L. 1973;
R.C.M. 1947, 81-506; amd. Sec. 2557, Ch. 56, L. 2009.

77-3-308. Limitation on public inspection rights. The department may withhold from
public inspection any information obtained from a coal mining lessee or permittee under this part
if the information relates to the geology of the mining lease or permit. The withholding is
effective for as long as the department considers it necessary either to protect the lessee's or
permittee's economic interest in the geologic information against unwarranted injury or to protect
the public's best interest.

History: En. Sec. 3, Ch. 105, L. 1989.

77-3-309 through 77-3-310 reserved.

77-3-311. Form of lease. The board shall prescribe the form of the lease.

History: En. Sec. 39, Ch. 60, L. 1927; re-en. Sec. 1805.39, R.C.M. 1935; amd. Sec. 5, Ch. 257, L. 1965; amd.
Sec. 1, Ch. 121, L. 1967; amd. Sec. 6, Ch. 22, L. 1971; amd. Sec. 1, Ch. 291, L. 1971; amd. Sec. 31, Ch. 428, L.
1973; amd. Sec. 2, Ch. 358, L. 1975; R.C.M. 1947, 81-502(part).

77-3-312. Leasing procedures. (1) (a) Prior to issuing a coal mining lease, the board shall
evaluate the coal and land proposed to be leased for the purpose of determining the fair market
value of any coal reserves located on the land, giving opportunity for and consideration to public



comments on the evaluation.

(b) (i) The board may determine fair market value by competitive bid or through an appraisal.

(i) If no competitive bids are offered on the coal and land to be leased, the board may enter
into a lease that is at least at the full market value as determined by the appraisal pursuant to
subsection (1)(b)(i).

(2) Except as provided in subsection (1)(b), leases must be awarded by a competitive bid
system, including a bonus bid for the first year's rental that may be amortized for a period of up
to 5 years at the discretion of the board, and a lease may not be awarded at less than fair market
value.

History: En. Sec, 38, Ch. 60, L. 1927; re-en. Sec. 1805.38, R.C.M. 1935; amd. Sec. 30, Ch. 428, L. 1973; amd.
Sec. 1, Ch. 358, L. 1975; R.C.M. 1947, 81-501(part); amd. Sec. 2, Ch. 332, L. 2011.

77-3-313. Bond requirements. The board may also demand a surety company bond in a form
and in an amount as it may determine, conditioned for the payment of all royalties due the state
and for the carrying on of the mining operations according to the terms of the lease. However, a
lessee may, in lieu of furnishing a surety company bond, increase the cash deposit provided for
under this part in an amount that in the judgment of the board makes the furnishing of a bond
unnecessary.

History: En. Sec. 42, Ch. 60, L. 1927; re-en. Sec. 1805.42, R.C.M. 1935; R.C.M. 1947, 81-505; amd. Sec. 3,
Ch. 332, L. 2011.

77-3-314. Duration of lease. (1) (a) Except as provided in subsection (1)(b), coal mining
leases must be issued for a primary term of 10 years and for as long thereafter as coal is
produced from lands in commercial quantities.

(b) If a lease under this part or a corresponding permit issued pursuant to Title 82, chapter 4,
parts 1 and 2, is challenged before an administrative agency or in court, the primary term of the
lease must be extended for the period of time that the lease or permit was subject to challenge.

(2) A lease not producing coal in commercial quantities at the end of the primary term must
be terminated, unless the leased lands are described in a strip mine permit issued under 82-4-221
or in a mine-site location permit under 82-4-122 prior to the end of the primary term, and the
lease may not be terminated so long as the lands are covered and described under valid permit.

(3) For the purpose of this part:

(@) "commercial quantities” means that quantity of coal that can be sold at profit in the
commercial market;

(b) "covered and described" under a valid permit or "described" in a strip mine or mine-site
location permit means that the leased lands or a portion of the leased lands within or outside of
the boundaries of the permit area are expected to be affected or disturbed at some point during
the life of the permittee's strip-mining or underground-mining operation and are identified in the
permittee's permit application.

History: En. Sec. 39, Ch. 60, L. 1927; re-en. Sec. 1805.39, R.C.M. 1935; amd. Sec. 5, Ch. 257, L. 1965; amd.
Sec. 1, Ch. 121, L. 1967; amd. Sec. 6, Ch. 22, L. 1971; amd. Sec. 1, Ch. 291, L. 1971; amd. Sec. 31, Ch. 428, L.
1973; amd. Sec. 2, Ch. 358, L. 1975; R.C.M. 1947, 81-502(part); amd. Sec. 4, Ch. 332, L. 2011.

77-3-315. Repealed. Sec. 2, Ch. 538, L. 1981.
History: En. 81-511 by Sec. 6, Ch. 358, L. 1975; R.C.M. 1947, 81-511(part).



77-3-316. Rental and royalty terms. (1) The compensation of the state under all coal mining
leases must be upon a rental and royalty basis and must be fixed and determined by the board.

(2) The rental and royalty terms of each lease must be subject to readjustment to reflect fair
market value at the end of its primary term of 10 years and at the end of each 5-year period
thereafter if the lease is producing coal in commercial quantities.

(3) The rental may be on a per-acre basis or per-ton basis but the rental may not be less than
$2 per acre.

(4) (a) The amount of the royalty must be based upon:

(1) the kind, grade, and character of the coal in each particular mine;

(ii) the size, shape, and nature of the coal vein, strata, or body; and

(iii) the shipping and marketing facilities for the product.

(b) Consideration must also be given to every other known factor affecting the value of each
particular coal mining lease, but the royalty for the coal mined may not be less than 10% of the
f.0.b. mine price of a ton prepared for shipment.

History: (1), (3), (4)En. Sec. 40, Ch. 60, L. 1927; re-en. Sec. 1805.40, R.C.M. 1935; amd. Sec. 3, Ch. 358, L.
1975; Sec. 81-503, R.C.M. 1947; (2)En. Sec. 39, Ch. 60, L. 1927; re-en. Sec. 1805.39, R.C.M. 1935; amd. Sec. 5,
Ch. 257, L. 1965; amd. Sec. 1, Ch. 121, L. 1967; amd. Sec. 6, Ch. 22, L. 1971; amd. Sec. 1, Ch. 291, L. 1971; amd.
Sec. 31, Ch. 428, L. 1973; amd. Sec. 2, Ch. 358, L. 1975; Sec. 81-502, R.C.M. 1947; R.C.M. 1947, 81-502(part),
81-503; amd. Sec. 5, Ch. 332, L. 2011.

77-3-317. Report and payment of royalty. (1) On or before the last day of each month every
holder of a producing coal mining lease shall make a report to the department on a form the
department prescribes showing:

(@) the number of tons mined during the preceding calendar month;

(b) the price obtained therefor at the mine;

(c) the total amount of all sales; and

(d) any additional information required by the department.

(2) The report shall be verified by the oath of the lessee and be accompanied by payment of
the royalty due the state for the preceding month as shown by the report.

History: En. Sec. 45, Ch. 60, L. 1927; re-en. Sec. 1805.45, R.C.M. 1935; amd. Sec. 33, Ch. 428, L. 1973;
R.C.M. 1947, 81-508.

77-3-318. Disposition of royalties and other receipts. All fees, rentals, royalties, and
bonuses collected under state coal leases shall be paid to the department and credited as follows:

(1) All fees shall be credited to the state general fund.

(2) All rentals and bonuses shall be credited to the income fund of the grant to which the
lands under each lease belong.

(3) All moneys collected as royalties shall be credited to the permanent fund arising from the
grants to which the lands under lease belong.

History: En. Sec. 47, Ch. 60, L. 1927; re-en. Sec. 1805.47, R.C.M. 1935; amd. Sec. 34, Ch. 428, L. 1973; amd.
Sec. 5, Ch. 358, L. 1975; R.C.M. 1947, 81-510.

77-3-319 through 77-3-320 reserved.

77-3-321. Repealed. Sec. 8, Ch. 18, L. 1999.
History: En. Sec. 46, Ch. 60, L. 1927; re-en. Sec. 1805.46, R.C.M. 1935; R.C.M. 1947, 81-509.



77-3-322. Obligation to pay royalties under coal lease contract -- interest. (1) The
obligation arising under a coal lease to pay coal royalties to the department, to deliver coal to a
purchaser to the credit of the department, or to pay a portion of the proceeds of the sale of the
coal to the department is of the essence in the lease contract.

(2) If the operator under a coal lease fails to pay coal royalties to the department within 120
days after the initial coal produced under the lease is marketed and within 90 days for all coal
produced and marketed thereafter, the unpaid royalties must bear interest at the legal rate of
interest authorized under 31-1-106 from the date due until paid. The operator may remit
semiannually to the department the aggregate of 6 months' royalties if the aggregate amount is
less than $50 and annually if the aggregate amount is less than $10.

(3) An action for failure to make payments under the lease or seeking payments under this
section must be filed in the district court for the county in which the coal mine is located, and
that court has jurisdiction over any actions brought under this section. The prevailing party in a
proceeding brought under this section is entitled to recover court costs and reasonable attorney
fees.

(4) This section does not apply if the department has elected to take the owner's or assignee’s
proportionate share of production in kind or if there is a dispute as to the title to the minerals or
entitlement to royalties, the outcome of which would affect distribution of royalty payments.

History: En. Sec. 1, Ch. 243, L. 2011.

77-3-323. Audit -- notice -- action to compel payment. (1) Except as provided in subsection
(2), the department may, within 5 years of the filing of a report pursuant to 77-3-317, commence
an audit of a lessee's or former lessee's operation to determine whether the report is complete and
accurate and whether all royalties owed have been paid. The department shall notify the lessee in
writing of the audit. The notice must describe the period for which the audit is being conducted.
Upon conclusion of the audit, the department shall notify the lessee of the department'’s
conclusions and, if the department has determined that additional royalties are owed, the basis
for that determination. An action to compel payment of royalties due must be commenced within
2 years of the date of mailing the notice.

(2) If a lessee or former lessee, with intent to evade payment of royalties, purposely or
knowingly files a false report or purposely or knowingly fails to pay royalties owed, the
department may conduct an audit and file an action to collect royalties at any time after the
royalties are due.

History: En. Sec. 2, Ch. 243, L. 2011.

[END]






MONTANA STATE LANDS
STATE LAND LEASING
Subchapter 3
COAL LEASING RULES
2011

36.25.301 DEFINITIONS

(1) When used herein, unless a different meaning clearly appears from the context:

(a) "Board" means the Board of Land Commissioners of the state of Montana;

(b) "Commercial quantities” means that quantity of coal which can be sold at profit in
the commercial market;

(c) "Coal" means and includes black or brownish-black solid fossil fuel which has
been subjected to the natural process of coalification and which falls within the
classification of coal by rank: I, anthracite; I, bituminous; Ill, sub-bituminous; 1V, lignite;

(d) "Department” means Department of Natural Resources and Conservation;

(e) "Director" means director of the Department of Natural Resources and
Conservation, chief administrative officer of the department;

(f) "Interests foreign to the United States" means countries, states, or governmental
subdivisions other than those within the United States of America;

(g) "Lessee" means the person in whose name and coal lease appears of record in
the offices of the department, whether such person be the original lessee or a
subsequent assignee. The term "lessee" also includes, where the context of the rule
may indicate, any person who is the apparent successful bidder for a coal lease but with
whom a formal coal lease agreement has not been completed and finalized;

(h) "Person" means any individual, firm, association or corporation or other legal
entity;

() "Qualified applicant” means any person who may become a qualified lessee as
set forth herein;

(j) "State" means the state of Montana;

(k) "State lands" means all lands the leasing of which for coal purposes is under the
jurisdiction of the board;

() "Value" means the contract sales price as defined in 15-35-102, MCA.

History: 77-3-303, MCA; IMP, 77-3-301, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384; AMD, 2008 MAR p. 1319, Eff. 6/27/08.

36.25.302 LANDS AVAILABLE FOR LEASING

(1) State lands available for leasing by the board under these rules include state
lands to which the title has vested in the state and in which the coal or coal rights are
not reserved by the United States. Such state lands include those which have been sold
but in which coal rights have been reserved, in whole or in part, whether such lands are
under certificate of purchase or whether patents have been issued. The board in its
discretion may withdraw any lands from leasing. In cases where the lands are under
lease for grazing, agriculture or similar purposes, care will be taken in issuing the coal
lease to protect the rights of the purchaser or surface lessee.

(2) If after a determination of the amount, location, and quality of the coal on the
lands for lease, it appears that the extraction of the coal from such lands by strip mining

1



methods would adversely affect the methods of recovery of deep minable coal from
such operations on such lands in the future, the board may not issue a lease.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384.

36.25.303 WHO MAY LEASE FOR COAL -- QUALIFIED LESSEES

(1) Any person qualified under the constitution and laws of the state of Montana may
lease state lands for coal purposes provided that:

(a) all corporations not incorporated in Montana must obtain a certificate of authority
to transact business in this state from the Secretary of State;

(b) no officer or employee of any agency of the executive department of state
government who is required to inspect or examine field information in regard to
prospecting for coal or the mining thereof, may take or hold such lease;

(c) the applicant, if a natural person, has reached the age of 18 years; and

(d) no citizen of a foreign country is eligible to obtain and hold a state coal lease
unless the citizen's country provides for similar or like privileges to citizens of the United
States. Likewise, no partnership, corporation, association, or other legal entity controlled
by interests foreign to the United States is eligible to obtain and hold a state coal lease
unless the entity's country provides for similar or like privileges to citizens of the United
States.

(2) Any person qualified to hold a coal lease on state lands may acquire, receive and
hold more than one lease.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384; AMD, 2008 MAR p. 1319, Eff. 6/27/08.

36.25.304 PROCEDURES FOR ISSUE OF LEASE

(1) The land shall be leased in as compact bodies as the form and areas of the tract
held by the state and offered for lease will permit. No lease may embrace
noncontiguous subdivisions of lands unless such subdivisions are within an area
comprising not more than one square mile.

(2) No state coal lease may be issued until the coal resources and the surface of the
tract to be leased have been evaluated as provided for in 77-3-312, MCA. No coal lease
may be issued for less than the fair market value of the coal included under the lease.

(3) Tracts may be offered for lease pursuant to an application submitted by a
gualified lessee, or by the department of its own volition.

(4) An application to have a tract offered for lease may be made at any time during
the year on a form provided by the department:

(a) such application shall contain the information called for therein, including an
adequate and sufficient description of the lands sought to be leased; and

(b) such application shall be accompanied by a $50.00 application fee. Applications
not accompanied by the application fee will not be considered.

(5) Where more than one application is filed on any one tract, the department shall
notify each person submitting an application subsequent to the first qualified application
that there is a prior application for that tract. All subsequent application fees shall be
returned. This is the only instance in which the application fee may be refunded.




(6) When sufficient applications have been received to warrant a sale, or at the
director's discretion, a lease sale will be announced.

(a) Notice of a lease sale shall be posted on the department's web site and
published in a trade journal of general circulation in the coal mining industry or in the
major newspapers of general circulation within Montana each week for four weeks
preceding the date of sale. The notice shall identify the county or counties within which
tracts are being offered for lease, state the date of the lease sale, provide instructions
on how to obtain detailed information from the department on the specific tracts to be
offered, and the bidding requirements and procedures.

(b) The department shall maintain a master mailing list of prospective coal lessees
who request, in writing, that their names be placed on such list; and concurrently with
the publication of the notice of sale in the newspapers or trade journal, the board shall
mail or e-mail to each addressee on the master mailing list a copy of the notice of sale.
However, such mailing shall not be deemed a legal prerequisite to a valid sale.
Furthermore, the board shall have no liability to any person who may be inadvertently
omitted in the mailing of such additional notices.

(c) Sales of state coal leases will be by competitive bidding. The board may call for
bids on the percentage of royalty to be paid by the lessee, on a first year cash bonus to
be paid by the lessee, or both; but unless the sales notices state that bids on the
percentage of royalty will be called for on particular leases, all leases will be sold by
bidding on the first year bonus alone.

(7) The board may require bidding to be by submission of written sealed bids, by oral
bidding, or by a combination of both. When sealed bids are required, the notices of sale
will so state as to particular leases and will designate a date by which bids must be
submitted. Where the sales notices do not state otherwise, all bidding will be oral.

(8) Subject to the board's right to reject any and all bids:

(a) when bidding is on a cash bonus basis, the lease will be awarded to the qualified
applicant who submits a bid of the highest cash amount per acre;

(b) when bidding is on a percentage of royalty basis, the lease will be awarded to the
gualified bidder who submits a bid of the largest percentage of royalty to be paid. No bid
of less than ten percent of the f.0.b. price of the coal prepared for shipment excluding
that amount charged by the seller to pay taxes on production will be accepted; and

(c) when bidding is on a cash bonus and percentage of royalty basis the board will
determine which bid is to the best advantage of the state and award the lease
accordingly.

(9) When sealed bids have been required and there is a tie for high bid, the highest
bidder will be determined by oral auction among the tied bidders. If no oral bid is offered
which is higher than the sealed bids, the highest bidder will be determined by lot. If no
bid is made on a tract offered for lease, no lease will be awarded for that tract.

(10) The department may require a bid deposit in any amount it may determine, up
to ten percent of the appraised value of the coal offered for lease under any tract. When
such a deposit is to be required, notice of the requirement shall be given in the notice of
the lease sale.

(11) When bidding is by submission of sealed bids and a bid deposit is required the
deposit shall accompany the bid. When bidding is oral and a bid deposit is required, the
deposit must be submitted prior to the opening of bidding.



(12) An applicant or successful bidder shall pay a $25.00 administrative fee for
issuance of any coal lease.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384; AMD, 2008 MAR p. 1484, Eff. 6/27/08.

36.25.305 RESERVED

36.25.306 RESERVED

36.25.307 RESERVED

36.25.308 RESERVED

36.25.309 RENTALS

(2) An annual money rental, shall be paid to the state for each coal lease at the rate
of not less than $2.00 for each acre of land leased. Rental for the first year of the lease
shall include any sums in excess of $2.00 per acre offered and accepted as a cash
bonus for such first year rental. The first year rental shall be paid before issuance of the
lease. Rental for each subsequent year of the lease shall be due and payable before
the beginning of that year.

(2) The annual money rental shall be in addition to any royalty payment.

(3) No partial rental payment will be accepted, and the entire rental shall be
considered unpaid until the full rental payment has been received.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384.

36.25.310 ROYALTIES

(1) The lessee shall pay in cash a royalty on all coal produced from the leased
premises at a rate of not less than ten percent of the value of the coal.

(2) The fair market value of the coal shall be determined by the board in accordance
with 77-3-312 and 77-3-316(4), MCA.

(3) On or before the last day of each month, every holder of a producing coal lease
shall make a report to the department on a form the department prescribes, showing the
number of tons mined during the preceding calendar month, the price obtained
therefore at the mine, the total amount of all sales, and any additional information
required by the department. The report shall be signed by the lessee or some
responsible person having knowledge of the facts reported and be accompanied by
payment of the royalty due the state for the preceding month as shown by the report.

(4) The lessee shall report any adjustments to the sales price of the coal which affect
the sales price as previously reported in the monthly reports within 30 days of the
adjustment. The royalty shall be adjusted accordingly.

History: 77-3-303, MCA; IMP, 77-3-316, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384; AMD, 2008 MAR p. 1319, Eff. 6/27/08.




36.25.311 ASSIGNMENTS AND TRANSFERS

(1) A lessee may assign any lease, either in whole or as to subdivisions of land
embracing not less than 40 acres covered thereby, to any assignee qualified to be a
lessee as provided under the law and these regulations. Such assignment is not,
however, binding upon the state until filed with the department, accompanied by the
required fees, together with proof of qualifications of the assignee as a lessee, and until
the assignment is approved by the department. For the purpose of this rule, any
government surveyed lot whether it contains 40 acres or more shall be assignable. The
approval of any assignment so filed and supported may not be withheld in any case
where the rights or interests of the state in the premises assigned will not, in the
judgment of the board, be prejudiced thereby, and the decision is subject to appeal as
provided by law. Until such an assign- ment is approved by the department, the lessee
of record shall continue fully liable and responsible for all of the requirements and
obligations of the lease.

(2) In the case of a partial assignment, i.e., assignment of a full interest in only a
portion of the leased premises, the department shall issue a new lease or new leases,
with the same expiration date as the original lease for the assigned acreage. A new
ledger sheet or sheets shall be prepared and the original lease adjusted accordingly.
The original lessee and the assignee(s) assume full liability for their respective leases.

(3) The lessee may assign an undivided, fractional interest in any lease, either as to
the whole of the leased premises or as to any portion thereof, by assigning title to the
acreage in question to himself and the assignee. The assignment must show the
respective shares of interest and may be approved by the director as a transfer of title
only without recognition of any assignment of lease obligations and responsibilities.

(4) All other assignments of coal leases or interests therein are subject to approval
by the board and are binding upon the state in the discretion of the board.

(5) Assignments involving reservations of overriding royalties or other interests by
assignee are approved by the director as a transfer of title only and without recognition
of such overriding royalties or interests. Such reservations do not affect the validity of
the transfer of title.

(6) An assignment or transfer must be on the form currently approved by the board.
Evidence of transfers by operation of law should be in the form of a certified copy of the
appropriate court order or decree or similar document, such as letters of administration
to personal representatives, decree of distribution, executor's deed or sheriff's deed.

(7) The board may recognize any transfer by operation of law to an unqualified
lessee for a period of time no longer than one year and only for the purpose of the
further transfer of the interest.

(8) The director shall notify the parties to any assignment or other transfer submitted
of approval or non-approval thereof.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384.

36.25.312 RESERVED




36.25.313 IMPROVEMENTS OF FORMER LESSEE

(1) When a coal mining lease is applied for on land where mining operations have
been carried on by a former lessee and there are surface or underground improvements
on the land used at the former operations, disposition of the improvements satisfactory
to the board shall be made before a new lease is issued. If the owner of such
improvement desires to sell the same to the new lessee, then the new lessee shall pay
him the reasonable value thereof to the extent they are suitable for the new mining
operations. If they fail to agree on the value of such improvements, then such value may
be ascertained and fixed by 3 arbitrators, one of whom shall be appointed by the owner
of the improvements, one by the new lessee and the third by the 2 arbitrators so
appointed.

(2) The reasonable compensation that the arbitrators may fix for their services shall
be paid in equal shares by the owner of the improvements and the new lessee. The
value of the improvements so ascertained and fixed is binding on both parties.
However, if either party is dissatisfied with the valuation so fixed, he may within 10 days
appeal from their decision to the department. The department shall examine the
improvements and its decision shall be final. The department shall charge and collect
the actual cost of the reexamination to the owner and the new lessee in such proportion
as in its judgment justice demands.

(3) Before the new lease is issued, the applicant shall show to the satisfaction of the
board that he has paid the owner for the improvements as agreed upon between them
or as fixed by the aforesaid arbitrators or the department, that he has tendered payment
as so fixed, or that the owner desires to remove his improvements.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384.

36.25.314 SURRENDER OF LEASE

(1) The lease may be terminated at any time by mutual consent of the lessee and
the department. Such termination shall not excuse the lessee of his duty to perform
obligations which have accrued or become fixed before the date of such termination.
Termination shall be effective at a date agreed upon by the lessee and the department.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384.

36.25.315 FORFEITURE, CANCELLATION, AND TERMINATION OF LEASES

(1) If the lessee fails to comply with any provisions of state law relating to coal
leases, the provisions of these rules, or the provisions of its coal lease, the department
shall give lessee written notice specifying such failure. Lessee shall have a period of 60
days following such notice to cure the failure so specified. Failure to so cure may result
in cancellation of the lease by the board. Any lessee whose lease has been so canceled
has the right to a hearing pursuant to the Montana Administrative Procedure Act and the
regulations of the department.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384; AMD, 2008 MAR p. 1319, Eff. 6/27/08.




36.25.316 OPERATING AGREEMENTS

(1) Any lessee may enter into agreements with another person for mining and other
operations involving coal production on state lands under his lease or leases. However,
no such operating agreements are in any way binding upon the state until filed with and
approved by the department.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384.

36.25.317 OPERATIONS ON STATE LEASES

(1) A coal lease on state lands is subject to the conditions that the coal must be
mined, handled, and marketed in a manner that will prevent as far as possible all waste
of coal and that the mining operations shall be carried on in a systematic and orderly
manner that will not make subsequent mining operations more difficult or expensive. A
violation of any of these conditions is grounds for the cancellation of the lease.

(2) Every coal lease is conditioned upon compliance with the Montana Strip and
Underground Mine and Reclamation Act and the Strip Mining Siting Act, Title 82,
chapter 4, parts 2 and 1, respectively, MCA, and any other applicable laws and
regulations of the state of Montana.

(3) The lessee shall allow the department to make as many inspections of the leased
premises as it deems necessary and shall carry out at the lessee's expense all
reasonable orders and requirements of the department relative to the prevention of
waste and preservation of property. On the failure of the lessee to comply with this
paragraph, the department shall have the right, together with other recourse herein
provided, to enter on the property, repair damages, and prevent waste at the lessee's
expense. These remedies are not exclusive and do not limit the state's other remedies
of law.

(4) Upon the termination for any cause of any lease, the lessee must within 6
months after the date of the termination remove all machinery, fixtures, improvements,
buildings and equipment belonging to him from the premises. Any machinery, fixtures,
improvements, buildings and equipment belonging to any lessee and not removed
within 6 months after the date of termination of the lease shall, upon the expiration of
the 6 month period, become the property of the state. In special circumstances the
department may allow a reasonable extension of time for removal. However, the
claimant of such property of the state for salvage or otherwise, and the removal of such
property from the lands, or any of such actions shall not relieve the lessee of his
obligations to properly reclaim the land and restore the premises to their condition prior
to mining operations as far as reasonably possible, as prescribed by Title 82, chapter 4,
parts 1 and 2 MCA. If the land is leased to a new lessee prior to the expiration of the
above 6 month period the former lessee may sell the improvements to the new lessee.
If the new lessee and former lessee cannot agree upon the proper compensation for the
improvements arbitration procedures as provided by these rules must be started prior to
the end of the 6 month period.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384.

36.25.318 RESERVED




36.25.319 HEARINGS AND APPEALS

(1) It is the desire and intent of the board that any lessee or prospective lessee be
given full and adequate opportunity to be heard with respect to any matter affecting his
interests in any particular lease. Any hearing will be conducted informally, without
adherence to the strict rules of evidence of a court of law.

(2) A verbatim written record of any hearing or rehearing will be made if any party in
interest so requires not less than 5 days prior to the day set for hearing and if the
requesting party agrees to pay the cost thereof, including the cost of the original copy of
the transcript. The transcript shall become a part of the case record and remain on file
with the department. The party requesting such verbatim record may be required to
deposit, in advance, the anticipated cost of the record. Any transcript must be certified
as true, correct, and complete by the parties before it becomes part of the record.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384.

36.25.320 RECORDS

(1) The board shall keep a record of all of its meetings in the form of minutes of such
meetings, reflecting all matters considered by the board, decisions made and actions
taken with respect to the leasing or possible leasing of state lands for coal. Such
minutes shall be open to public inspection during normal office hours of the department.
With respect to any hearing held by the board on application of any affected lessee, the
minutes shall show only that such hearing was held, the nature of the hearing, and the
decision reached by the board.

(2) A separate file and record shall be kept on each hearing held on application of a
lessee or prospective lessee. Such separate file shall contain the written application for
the hearing, a copy of the notice of the hearing, evidence of the mailing thereof, and the
transcript of the hearing, if prepared.

(3) The department shall maintain a record of publication of notices of all lease
sales. Such record shall consist of published copies of such notices or affidavits by each
printer or publisher of the newspaper or his foreman or principal clerk, annexed to a
copy of the document or notice. The record shall specify the times when and the paper
in which the publication was made.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384.

36.25.321 FEES

(1) The department shall assess the following fees:

(a) application for coal lease - $50.00;

(b) issuance of each coal lease - $25.00; and

(c) filing each assignment affecting a coal lease, or interest therein, of whatever
nature - $10.00.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384; AMD, 2008 MAR p. 1319, Eff. 6/27/08.




36.25.322 AMENDMENT OF RULES AND REGULATIONS

(1) These rules and regulations may be altered, changed or modified at any time by
action of the board in accordance with the Montana Administrative Procedure Act. No
alteration, change or modification of the rules will alter, change or modify the provisions
of existing leases with regard to term, rental or royalty.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384.

36.25.323 IMPAIRMENT OF CONTRACT
(1) Nothing in these rules may be construed to impair the obligations of any contract
entered into before the effective date of Chapter 358, L. 1975.

History: 77-3-303, MCA; IMP, 77-3-303, MCA; NEW, 1979 MAR p. 734, Eff. 7/12/79;
TRANS, 1996 MAR p. 2384.

[END]






State of Montana
COAL LEASE

DS-459
Amended 10/2009
No.

THIS LEASE is made and entered into between the State of Montana, by and through its lawfully qualified and
acting Board of Land Commissioners, hereinafter referred to as “Lessor”, and

<Lessee Name and Address>

hereinafter referred to as “Lessee”, under and pursuant to the authority granted Lessor by the terms and provisions of
Title 77, Chapter 3, Part 3, MCA, and all acts amendatory thereof and supplementary thereto, and all rules adopted
pursuant thereto.

ITISMUTUALLY UNDERSTOOD, AGREED AND COVENANTED BY AND BETWEEN THE PARTIES
TO THIS LEASE AS FOLLOWS:

1. GRANTING CLAUSE. The Lessor, in consideration of the rents and royalties to be paid and the conditions
to be observed as hereinafter set forth, does hereby grant and lease to the Lessee, for the purpose of mining and disposing
of coal and constructing all such works, buildings, plants, structures and appliances as may be necessary and convenient
to produce, save, care for, dispose of and remove said coal, and for the reclamation thereafter, all the lands herein
described as follows:

Land Located in: County:

Description of land:

Total number of acres, more or less, , belonging to Grant.

All rights granted to Lessee under this Lease are contingent upon Lessee’s compliance with the Montana Strip Mine
Siting Act and the Montana Strip and Underground Mine Reclamation Act (Title 82, Chapter 4, Parts 1 and 2, MCA) and
upon Lessor review and approval of Lessee’s mine operation and reclamation plan. The rights granted under this Lease
are further subject to agency responsibilities and authority under the provisions of the Montana Environmental Policy
Act.

2. EFFECTIVE DATE AND TERM. This Lease takes effect on <Lease Effective Date>  and is
granted for a primary term of ten (10) years and so long thereafter as coal is produced from such lands in commercial
quantities, subject to all of the terms and conditions herein set forth. A lease not producing coal in commercial quantities
at the end of the primary term shall be terminated, unless the leased lands are described in a strip mine permit issued
under Section 82-4-221, MCA, or in a mine site location permit issued under Section 82-4-122, MCA, prior to the end of
the primary term, and the lease shall not be terminated so long as said lands are covered and described under valid
permit.

3. LEASE EXTENSION. The Board of Land Commissioners may grant reasonable extensions of the primary
term of this Lease upon a showing that Lessee, despite due care and diligence, is or has been directly or indirectly
prevented from exploring, developing, or operating this Lease or is threatened with substantial economic loss due to
litigation regarding this Lease or another lease in the same strip mine permit or mine site location permit held by the
Lessee, state compliance with the Montana Environmental Policy Act, or adverse conditions caused by natural
occurrences.

4. RIGHTS RESERVED. Lessor expressly reserves the right to sell, lease, or otherwise dispose of any
interest or estate in the lands hereby leased, except the interest conveyed by this Lease; provided, however, that Lessor
hereby agrees that subsequent sales, leases or other dispositions of any interest or estate in the lands hereby leased shall
be subject to the terms of this Lease and shall not interfere with the Lessee's possession or rights hereunder.
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5. BOND. Lessee shall immediately upon the execution of this Lease furnish a surety bond in the amount of
<bond amount>, conditioned upon compliance with the provisions of this Lease, or, in the option of the Lessor, a cash
deposit in the amount of <bond amount>, or an irrevocable letter of credit in a form approved by Lessor drawn upon an
approved bank in the same amount. All rentals, royalties and interest must be paid and all disturbance must be reclaimed
to the satisfaction of Lessor prior to release of any bond. Additional bonding may be required, or reduced bonding
allowed, whenever Lessor determines it is necessary, or sufficient, to ensure compliance with this Lease.

6. RENTAL. Lessee shall pay Lessor annually, in advance, for each acre or fraction thereof covered by this
Lease, beginning with the date this Lease takes effect, an annual money rental of <rental amount> per acre. Rental terms
are subject to readjustment as provided in Paragraph 8, but in no case shall it be less than two (2) dollars per acre.

7. ROYALTY. Lessee shall pay Lessor in money or in kind at Lessor's option a royalty on every short ton
(2,000 pounds) of coal mined and produced during the term of this Lease, calculated upon the f.0.b. mine price of the
coal prepared for shipment, including taxes based on production or value. Lessee shall pay a royalty of <xx.x %> upon
coal removed by strip, surface, or auger mining methods and a royalty of <xx.x%> for coal removed by underground
mining methods. Royalty terms are subject to review and readjustment as provided in Paragraph 8, but in no case shall
the royalty for the coal mined be less than ten (10) percent of the f.0.b. price of a ton prepared for shipment.

8. READJUSTMENT OF RENTAL AND ROYALTY TERMS. The rental and royalty terms of this Lease
shall be subject to readjustment to reflect fair market value at the end of the primary term of ten (10 years) and at the end
of each five (5) year period thereafter if the lease is producing coal in commercial quantities.

9. OFFSETTING PRODUCTION. The obligation of Lessee to pay royalties under this Lease may be
reduced by the Board for coal produced from any particular tract within the Lease upon a showing by Lessee to the Board
that the coal is uneconomical to mine at prevailing market prices and operating costs unless Lessor's royalty is reduced.
Under no circumstances may Lessor's royalty be reduced below ten (10) percent of the coal produced and sold f.o0.b. the
mine site, prepared for shipment, including taxes based on production or value.

10. LESSOR NOTIFICATION AND REPORTS. Lessee shall notify Lessor prior to the commencement of
any prospecting, exploration, development or production operations. As soon as any mining operations are commenced,
Lessee shall submit to Lessor, on or before the last day of each month, a royalty report and payment covering the
preceding calendar month, which report shall be in such form and include such information as Lessor shall prescribe.
Upon request, Lessee shall also furnish to Lessor, reports, plats, and maps showing exploration data, development work,
improvements, amount of leased deposits mined, contracts for sale and any other information with respect to the land
leased which Lessor may require. Lessor's point of contact for all matters related to this Lease is:

Department of Natural Resources & Conservation
Minerals Management Bureau

P.O. Box 201601

1625 Eleventh Avenue

Helena, MT 59620-1601

Lessor will notify Lessee of any subsequent change in point of contact.

11. INSPECTION. Representatives of the Lessor shall at all times have the right to enter upon all parts of the
leased premises for the purposes of inspection, examination, and testing that they may deem necessary to ascertain the
condition of the Lease, the production of coal, and Lessee's compliance with its obligations under this Lease.
Representatives of Lessor shall also, at all reasonable hours, have free access to all books, accounts, records, engineering
data, and papers of Lessee insofar as they contain information relating to the production of coal under this Lease, the
price obtained therefor, and the fair market value of the production. Lessor shall also have free access to agreements
relating to production of coal under this Lease. Lessor may copy at its own expense any book, account, record,
engineering data, papers, or agreements to which it has access pursuant to this paragraph.

12. CONFIDENTIALITY. Lessor agrees that Lessee may request any materials obtained by Lessor pursuant
to this Lease be designated as confidential. Lessor shall agree to keep any information so designated strictly confidential
if Lessor determines that confidentiality is not unlawful. Further, the parties agree that the information Lessee is obliged
to provide pursuant to this Lease is only that information relating to the reasonable administration and enforcement by
Lessor of the provisions of this Lease and state law.

13. ASSIGNMENT. This Lease may not be assigned without the prior approval of Lessor in writing.
Assignments must be made in accordance with any statutes or administrative rules pertaining to assignments in effect at
the time of assignment. Each Lessee executing this Lease, or accepting an assignment of an interest in this Lease, is
jointly and severally liable for all obligations attributable to the entire working interest under this Lease. Assignments
may not extend the expiration date of this Lease.

14. TERMINATION. Lessee may surrender and relinquish this Lease by giving written notice to the Lessor at
least thirty (30) days prior to the anniversary date of the Lease. It is understood and agreed that the Lessor hereby
reserves the right to declare this Lease forfeited and to cancel the same through the Board of Land Commissioners upon
failure of Lessee to fully discharge all the obligations provided herein, after written notice from the Department and
reasonable time fixed and allowed by it to Lessee for the performance of any undertaking or obligation specified in such
notice concerning which Lessee is in default. Lessee, upon written application therefor, shall be granted a hearing on any
notice or demand of the Department before the Lease may be declared forfeited or canceled.

15. SURRENDER OF PREMISES. Upon the termination of this Lease for any cause, Lessee shall surrender
possession of the leased premises to Lessor, subject to Lessee's right to re-enter (1) for the purpose of removing all
machinery and improvements belonging to Lessee, hereby granted at any time within six (6) months after the date of such
termination, except those improvements as are necessary for the preservation of the deposit and access to the deposit,
which improvements shall become the property of Lessor; and (2) for the purpose of complying with State and Federal
laws adopted pursuant to the police power of State or Federal government. If any of the property of Lessee is not
removed from the leased premises as herein provided, the same shall be deemed forfeited to Lessor and become its

property.
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16. PROTECTION OF THE SURFACE, NATURAL RESOURCES, AND IMPROVEMENTS. Lessee
agrees to take such reasonable steps as may be needed to prevent operations from unnecessarily: (1) causing or
contributing to soil erosion or damaging any forage and timber growth thereon; (2) polluting the waters of springs,
streams, wells, or reservoirs; (3) damaging crops, including forage, timber, or improvements of a surface owner; or (4)
damaging range improvements whether owned by Lessor or by its grazing permittees or lessees. Upon any partial or total
relinquishment or the cancellation or expiration of this Lease, or at any other time prior thereto when required by Lessor
and to the extent deemed necessary by Lessor, Lessee shall fill any sump holes, ditches and other excavations, remove or
cover all debris, and, so far as reasonably possible, reclaim the disturbed area to a condition in keeping with the concept
of the best beneficial use, including the removal of structures as and if required. Lessor may prescribe the steps to be
taken and reclamation to be made with respect to the land and improvements thereon. Nothing in this section limits
Lessee's obligation to comply with any applicable state or federal law, rule, or regulation.

17. TAXES. Lessee shall pay when due all taxes lawfully assessed and levied upon improvements, output of
mines, or other rights, property or assets of the Lessee.

18. SUCCESSORS IN INTEREST. Each obligation hereunder shall extend to, and be binding upon, and
every benefit hereof shall inure to the heirs, executors, administrators, successors and assigns of the respective parties
hereto.

19. COMPLIANCE WITH LAWS AND RULES. This Lease is subject to further permitting under the
provisions of Title 75 or 82, Montana Code Annotated. Lessee agrees to comply with all applicable laws and rules in
effect at the date of this lease, or which may, from time to time, be adopted and which do not impair the obligations of
this lease and do not deprive the Lessee of an existing property right recognized by law.

20. WATER RIGHTS. Lessee may not interfere with any existing water right owned or operated by any
person. Lessee shall hold Lessor harmless against all claims, including attorney fees, for damages claimed by any person
asserting interference with a water right.

21. MINE SAFETY. Lessee agrees to operate the mine in accordance with rules promulgated by the Mine
Safety and Health Administration for the health and safety of workers and employees.

22. WASTE PROHIBITED. All mining operations shall be done in good and workmanlike manner in
accordance with approved methods and practices using such methods to insure the extraction of the greatest amount of
economically minable and saleable mineral, having due regard for the prevention of waste of the minerals developed on
the land, the protection of the environment and all natural resources, the preservation and conservation of the property for
future use, and for the health and safety of workers and employees. If the Lessor has reasonable belief that the operations
are not so being conducted, it shall so notify the Lessee in writing, and if compliance is not promptly obtained and the
delinquency fully satisfied, the Lessor may, at its option, cancel the Lease pursuant to the provisions of paragraph 13 of
this Lease.

23. SURRENDER OF DATA. All geological data pertaining to the leased premises, including reports, maps,
logs and other pertinent data regarding trust resources shall be given to the Lessor upon surrender, termination, or
expiration of the Lease. Lessor may refuse to release bond until surrender of such data to the Lessor. All drill core
unused or undamaged by testing shall be saved. Upon surrender, termination, or expiration of the lease, Lessee shall
contact the State Geologist, Montana Bureau of Mines and Geology, Butte, Montana, to determine if such drill core is of
interest to the State Geologist for the drill core library. Any drill core determined by the State Geologist to be of interest
shall be forwarded by Lessee, at Lessee's cost, to the drill core library.

24. WEED CONTROL. Lessee is responsible for controlling noxious weeds on the leased premises and shall
prevent or eradicate the spread of noxious weeds onto land adjoining the leased premises.

25. COAL MINE GAS. Lessee may remove and vent, flare, or sell coal bed gas from the coal formation being
mined only if such removal is a necessary safety procedure directly related to the normal physical process of mining the
coal under this Lease. If Lessor owns oil and gas rights to lands herein described, Lessee must pay Lessor a royalty on
any coal bed gas removed and sold. Coal bed gas royalty will be calculated according to Lessor's then current oil and gas
lease terms. Venting or flaring of coal bed gas that is uneconomical to sell must comply with all applicable laws and
rules. The right to remove and vent, flare, or sell coal bed gas, except under the circumstance described above, is
expressly retained by Lessor.

26. SURFACE OWNER AND SURFACE LESSEE RIGHTS. Lessee shall notify the surface owner, if the
surface owner is not the Lessor, and any surface lessee of the location of any facilities or access roads on the leased
premises prior to their construction.

27. DAMAGES. Where Lessor owns the surface estate above the leased premises, Lessee shall compensate
Lessor or Lessor's surface lessees or permittees for all damages to authorized improvements on the leased premises,
including penalties and charges assessed by the FSA on CRP lands, as a result of Lessee's prospecting, exploration,
development or mining operations. All such damages will be assessed by and paid directly to the Lessor. Lessee shall
also make all payments required by law to surface owners and lessees if Lessor is not the owner of the surface estate
above the leased premises.

28. INDEMNIFICATION. The Lessee shall protect, defend, and save the Lessor, its agents and employees
harmless from and against all claims, liabilities, demands, causes of action, and judgments (including the cost of defense
and reasonable attorney fees) arising in favor of or asserted by third parties on account of damage to property, personal
injury, or death, which injury, death or damage, in whole or in part, arises out of or in any way results from the negligent
acts or omissions of the Lessee, its contractors, agents or subcontractors.

29. SPECIAL CONDITIONS.
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30. NON-WARRANTY OF TITLE. Regardless of any of the above provisions of this Lease, actual or
implied, the State of Montana does not warrant title to its lands.

IN WITNESS WHEREOF, the parties hereto set their hands and Lessor has caused this agreement to be

executed with the official seal of the State Board of Land Commissioners on this ___ day of ,20
THE STATE OF MONTANA <lessee name>
Lessor Lessee
By Its State Board of Land Commissioners By:
Its:
DIRECTOR
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DS-458
Revised 1/99
Fee $50.00

APPLICATION FOR COAL MINING LEASE
FROM THE STATE OF MONTANA

TO: DEPARTMENT OF NATURAL RESOURCES AND CONSERVATION
STATE OF MONTANA
PO BOX 201601
HELENA, MT 59620-1601

APPLICANT:

ADDRESS:

Application 1is hereby made by the undersigned to the Department of Natural
Resources and Conservation of the State of Montana for a coal mining lease under the
provisions of Title 77, Chapter 3, Part 3, M.C.A., and amendments relating thereto,
embracing the following state lands:

containing acres, more or less, in County.

Remitted herewith is a non-refundable application fee of fifty dollars ($50.00).

(Failure to answer the following questions if applicable, will result in the
application being returned as incomplete.)

If the applicant is a corporation or company not incorporated in Montana, has it
obtained a certificate of authority to do business in Montana from the Secretary of
State of the State of Montana?

Is the majority of stock of applicant corporation controlled by interests foreign
to the United States (other than interests within countries whose borders are contiguous
to the United States)?

If applicant is a natural person, is he a citizen of the United States, 18 years
or older?

Dated at , this day of ,Year of

Applicant

Address




	BidSummaryMemo
	CoalStatutesAndRules2011
	CoalStatutes2011
	BlankPage
	CoalRules2011

	BlankPage
	CoalLeaseFrmExampleSmall
	DS-458CoalAppl.FOR.Example

