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) UNITED STATES BANKRUPTCY COURT JAN 2 8 2002
EASTERN DISTRICT OF KENTUCKY
(LEXINGTON DIVISION) OIL. g RON OF
» GAS AND MINING
)
In re: ) Case Nos. 01-50969 and 01-50972
)
LODESTAR ENERGY INC,, et al., ) _Chapter 11
)
Debtors. ) Jointly administered under
) Case No. 01-50969
LODESTAR ENERGY INC. AND )
LODESTAR HOLDINGS, INC., )
) Judge Joseph M. Scott, Jr.
Plaintiffs, )
)
V. )
)
THE STATE OF UTAH, et al., ) Ady. Pro. No. 02-5001
)
Defendants. )
)

PLAINTIFF’S DISCLOSURES OF EXHIBITS
PURSUANT TO ORDER.

Lodestar Energy, Inc. and Lodestar Holdings, Inc. (the “Plaintiffs"), in accordance
with the Agreed Amended Order Scheduling Hearing and Re: Presentation of Evidence by Affidavit
hereby provide the following exhibit disclosures:

Attached hereto are the exhibits that the Plaintiffs will offer into evidence at the
hearing of Plaintiff’s Motion for Temporary Injunction and/or for Preliminary Injunction set for

Thursday, January 31, 2002. Exhibits are marked A-T.




Plaintiffs hereby reserve the right to‘ amend and/or supplement these disclosures at
any time prior to the commencement of the hearing to add any additional exhibits and to introduce
any exhibit which the Defendants may identify in their disclosures or intend to offer at the hearing.

Respectfully submitted,
SQUIRE, SANDERS & DEMPSEY, LLP

Stephen D. Lemner, Esq.
Gregory A. Ruehlmann
Jeffrey A. Marks, Esq.
Suite 3500, 312 Walnut Street
_ Cincinnati, OH 45202-4036

Telephone: 513-361-1200
Facsimile: 513-361-1201

|

\

Email: slerner@ssd.com
gruehlmann@ssd.com
jemarks@ssd.com

and

FOWLER, MEASLE & BELL, LLP

Taft A. McKinstry, Esq.
Ellen Arvin Kennedy, Esq.
300 West Vine Street, Suite 600
Lexington, KY 40507-1660
Telephone: 859-252-6700
| Facsimile: 859-255-3735
Email: tmckinstry@fmblaw.com
eakennedy@fmblaw.com

COUNSEL FOR PLAINTIFFS




CERTIFICATE OF SERVICE
I hereby certify that a true and correct copy of the foregoing was served upon those
persons listed below by email and/or U.S. Mail, postage pre-paid, as indicated, on this the &Z; day
of January, 2002:

Matthew B. Bunch, Esq.

271 West Short Street, Suite 805

P.O. Box 2086

Lexington, KY 40588-2086

Email: matt@bunchlaw.com

CO-COUNSEL FOR PACIFIC EMPLOYERS
INSURANCE COMPANY AND STATE OF UTAH
Email and U.S. Mail, Postage Pre-Paid

John Maycock, Esq.

ASSISTANT ATTORNEY GENERAL, STATE OF UTAH
c/o Matthew B. Bunch, Esq.

271 West Short Street, Suite 805

P.O. Box 2086

Lexington, KY 40588-2086

U.S. Mail, Postage Pre-Paid

THE STATE OF UTAH

Mark Shurtleff

Attorney General

State Capitol Office

236 State Capitol

Salt Lake City, UT 84114-0810
U.S. Mail, Postage Pre-Paid

Kathleen Clarke, Executive Director

STATE OF UTAH DEPARTMENT OF NATURAL RESOURCES
Division of Oil, Gas & Mining

Or Her Successor in Interest

1594 West North Temple, Suite 1210

Salt Lake City, UT 84114-5801

U.S. Mail, Postage Pre-Paid




, . C

Lowell P. Braxton, Division Director
STATE OF UTAH DEPARTMENT OF NATURAL RESOURCES
i DIVISION OF OIL, GAS & MINING
1594 West North Temple, Suite 1210
Salt Lake City, UT 84114-5801
| U.S. Mail, Postage Pre-Paid

John S. Sawyer, Esq.
Robert V. Sartin, Esq.
Sawyer & Glancy PLLC
3120 Wall Street, Suite 310
Lexington, KY 40513
Email: jss@sawyerglancy.com
rvs@sawyerglancy.com

|

|
COUNSEL FOR WEXFORD CAPITAL LLC,
WEXFORD SPECTRUM INVESTORS, LLC,
SOLITAIR CORP. AND VALENTIS INVESTORS, LLC

Email and U.S. Mail, Postage Pre-Paid

|

|

|

|

COUNSEL FOR PLAINTIFFS

AMBTAM\Lodestar\Adv. Utah\Plaintiff’s Exhibit List
6670.00010
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Press Rédesse 8/24/2001 - Frontier Insurance Compeny Agrees To Vohm!nyRcblbﬁlﬁon Page 1 of 1

New York State
Insarance Department
1SSUED: 82472001 | FOR IMMEDIATE RELEASE
FRONTIER INSURANCE COMPANY AGREES TO VOLUNTARY
REHABILITATION

The New York Statc Insurance Department and Froutier Insursice Company have
. reached an agreement for Frootier to enter into voluntary rehabilitation. By a vote of the board .
of directors, Froatler consenited to entry of aa ozder of rehahilitstion pursuant to Article 74 of
the New York State Insurarice Law. Upon approval of the rehabilitation by the New Yock Stxte
SuptmcCourtthwYo&County the Department will take comulot'd: propexty casualty

inwurance coupany.

Mgbﬂkﬂmhwlmhﬁup«h&uktuhgpomofﬂnmp«tyof&u A
wndumghMMangmpsmwdmcMof&emnd
wmwhwndctbmhaﬂwmpmdqm

Employecs of Fronticr will contione to be employed in their ourrent positions pending &
full review of operations by the Superinteadent. Additionally, alhannl:epolidu sod other
contracts of Frontier will remain in force..

~

!E.-.._{

bitgffwww s siste.ny.us/p0108241 btm | , . st
Ul td RN | “INI AINIOV SONVA HIIMS  WVIF:§ 1002 -(2- 30V




., RB—?E—Z%I 12:08 LIQUIDATION BUREAU 212 668 3398 P.@2/u3

B L P Y Sy e i I T R 2 L KR . Ve T e Y . — Lt et sl g

ie
-

Al L@G Pan ‘1’ the Supreme
Court of the State of New
~ York, County of New York,
at the Courthouse. 60 Centre
Street. New York, Naw York
onthe dayof . 2001

PRESENT AUG 2 7 2001
HON. i |
~- EDWARD H. LEHNER |
JUSTICE ' ,
x

In the matter of

the application of - Index No.¢) / 70 5070
GREGORY V. SERIO. as Superintemlent of Insurance ol
the State of New York. for an order lo lake possessionof ORDER TO SHOW
the property of aml rchabilitate CAUSE

FRONTIER INSURANCE COMPANY

X

Upon reading the anncxced petition of GREGORY V. SERIO. Supcrintendent of

Insurance of the Statc of New Y ark (lhc “Supcrintendent™). bv kc\ in Rim:p"% r’;"csi ‘ g‘ ae “‘, of KON
‘-""N o oof
Deputy Superiniendent. duly verificd the?.‘l‘i*v of ﬁ‘7 AL '*
NOW. on motion of the Hon. Eliol ~ Spitzer. Attorney General of the Statc of

New Yark. attorney for the Superintendent. and alter duc deliberation having been had

.t_hcrcﬂn: of "‘3 qﬁol"ﬂl‘{

LET FRONTIER INSURANCE COMPANY (“Fronticr Ygchow causc before this

s Ve aSerrernsse
R art____. courtroom_/ 3 8. on thc]O day of, L2 at 1 veioek in the .
- 4.} 60 CENTRE s1928T, AEW \(M
OO0, or as soon therealter as cmmscl may he heard. why an order should not be made AJ. ‘I
A
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and entered, pursuant to article seventy-four of the New York Insurance Law, appointing
the Superintendent as rehabilitator of Frontier, dirccting the Superintendent to lake
possession of Frontier’s business and property and to taica such steps as are necessary to
remove the causes and conditions that make this proceeding nex;.csszry, issuing the

injunctions provided for in section 7419 of the New York Insurance Law, and granting
mch other relich as is just; andd
SufTicient cause having been alleged _lhcrcfor; Ict service of a copy of this Order
to Sbo;r Cause, and the pspers upon yixich it is granted bgmade by personal scxjricc
upon Frontier on or before mﬁa’?‘:y of AV G.o,gz-OrOl ,and such service shall be ‘
. deemed good and sufficient service, and it is hereby v
ORDERED,- that pcnding‘ fhe hearing of the {notibﬂ. Frontia, its officers,
directors, shareholders, members, trustees, agents, servants, cmpl::yccs, poh'cyholdcrs,

- | attomneys, managers, and all other persons are restrained from the transaction of its

business or the waste or disposition of its property, cxcept as authorized by the
. -

~————__JSuperintendent; and it is hereby
iC ORDERED, that pending the hearing of the motion, the Superintendent is

appointed as temporary rehabilitator and is hereby authorized and directed forthwith to

| take possession of the property of Frontier and conduct the business thereof.

VI
¢

ENTE

b

JS.C. *

TOTAL P.23
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AtIAS Part 19 of the Supreme Court

of the State of New York, Counry of

‘New York, at the Courthouse, 50

CmSced.Nean&. New Yook
0™ day of October, 2001.

PRESENT:
HON. EDWARD HLLEANER

JUSTICE
>4

Inthe Matterof , Indsx No:: 05G40/0)

The Application of i ORDEROF =

) . ¥ b

GREGORY V. SERIO, s Superintsudent of Iaswrancs - &m

4 of the Stats of New York, fhr im ander ta fako %, Q). ¢ -

passession of the property of xnd sehabllitats ?92_% sa <

"FRONTIER INSURANCE COMPANY q%-;?& bW
- - 2.9 . :

: mmvsﬂ.sﬁwo{md State of New
chbewmmmdﬁsm&mmhﬂ:;umo!
: mmummmwmvﬂmcm

NQW, ypen reading and Sling the arder to show causa signed August 27,
2001, tha petition of Gregexy V. Suio, Soperigtendent of Insurancs, by Kavin Rampe,
First Deputy Soperitendent, daly verified Auguss 24, 2001 md tho esargengy affidavit
of Kevin Rampe swom 1o on Axgust 27, 2001; (the exhibits annexed thereto); the cross
motion by Frontier hisurauce Group dated September 7, 2001, the annexed proposed
petition, the afdavit of Sazaone Loaghlia wem to on Septezaber 7, 2001, the exidbit
umuedmmmminmdmwmmmmmm
2001 d\ezfﬁxuaﬂcnhoppndﬁoubyAdamJ GhttdlmdScplunber'I.zom the
affidavit of Kevin Ramps swor to an October 3, 200), md!h:cﬂihtsmadthm
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and the roply affidavit of Joseph Termind swom to on October 3, 2001 and [ appearing to

Fromtier was iromporsied 8 New Yotk as 1 siock
casualty inswrer an November 2, 1962 and eommenged

business on Augnst 17, 1966;

lemﬂpMofmwwaI”WWu
Mszmd,Rocka,NngtkhSnIHm County. Frontier's
tax ID number i 13-2549809;

Frontier is saljecs to the New York l’munkm Lew and pa:ﬂcula:ly
to axticle 74 thereos;

Frontiar is insojvent;
Fréntier has filed to care ity impairment of capital or minfmum
surplna to policybalders;

z-nﬁummdnmmormmommm

It is in the best intevest of Frontices's policyholders, ereditory and
the general public that ths Superintendant be directad to take

posvession of Froptier®s property and to rehabilitata i3 businass - -

nd affafrs;

Superintendent, ly appointed Rebbilitator of Frongier and is

- muthorized and directed to immediately take possession of its
, conduet its businesy, including but not limited to ssttling |

mmmmwmm towad the
removal of the eayses mnd condftions which made

_proceeding
muhdﬂndmw{smdcpdia!.nddcdw{thme .

And, the Petidener, having sppeared by the Hon. Eliot Spitass, Attomsy .
Geumral of the State of New Yock, md dos deibeation baving been bad; :
NOW, ca tnodon of Hon. Eliot Spitzer, Attorey General of tha Stats of New

York, it is ORDERED as fullows:
L. mmhumdmm“mﬁmisﬁwm

2. Gan.Sm&wdmdm&mdhhmhoﬁuu

mymdhummwl"mhlnm-oﬁmbemeofm

Superintendent as Rehabilitator; .-
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3. Motice to all pesaus baving clsims against Frontier to Sla or
‘present thoir claims to the Superintendent as Rehahbilitator is
defirred unti] forther order of this cowt; .

4. Froptier, ity officers, directary, depositories, trustees, agenn,
servants, emplayces, ad all other pezsous, Raving any property o
records belonging of milating to Freutler, including, dut not
limired to tnsurancs palicy, Joss clabm and Jegal fles are directed,
upon request of the Superintendent 2s Rehabilitator to assign,
transfiz, set over and deliver to him all such property or records:

5. Any persons, fmme, corporations, ar assoclatfons having apy
books, papers or reeotds.ralsting to the business of Froutigr shall
s them asd submit them tw the Supecimtendent as
hhhﬁumq&rmmh:ﬁumdmpymuﬂlmmabhﬁmu;

~ tmasaction of Frontier's business, the waste or disposition of i
property, intsefering with thy Supetintendent as RehabiHitator i the
possassion, contyol and management of Fronticr’s properly or in
tha discharga of his dutles; '

7. All perscas xre cojoined and resteined from commencizg ar
pmﬂa‘ astions, lawsuits, or procesdingy against Froatier,
o the Superintalent 3 Rabab il

3, Mpummw.mmﬁnédm&m;wmmu.
judgments, artachments dr other lieng or making any leyy against
Froa@a'smunypﬁﬁmf. \

9, AR parties to actions, lawsuits, and special or other procesdings in”
wmmhmmdcfmdampmum

policyho X

purview of Asticle 76 of the Insuranca | ats egjohied from
presenting and Sling such claijms i this proceeding for 50 days
from the dats of exitry of this order.

3
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11, mwﬁmmmmmmmmw
the Rehabiliane in the New York Imsmrancs Lgw, u::
Rehahilitator, by Opder to Stow Causa en notice tn intermsted
parties, including without Hmitstion Frontice’s sqle shareholdse,
and su €ct o coust approval, may sell or otheywise disposs of all
o¢ anry part of the real and personal property of Frontier, scll any
lins of jnsurance, and taks such other actions as set fxth n Section
7428 of tha New Yark Insuranee Law,

12. That the Suparintendent of lamranice, 23 Rehabilitator, may at my |
thms make futher at the foot of this Order to thia Court
for such fusther and relief as he sees K¢, .

13. All fiyrther papers in this proceeding shall bear the caption:

In the Matter of
Tha Rehahilitatiog of
FRONTIER INSURANCE COMPANY

ENTER

JSG,

e ban.
4
-
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e Phlﬂhhm\bolhsw:'cﬂhhba )
mmgdm,mm,mm,, SUPREME COURT : NEW YORK COUNTY
. Wﬂr ontha ) day g
<]
Yours, ele, in the Matter of
ELI0F SPIZER
Attorney Gena, e AMn of
Alorrey fe1 GﬁGﬂRY f\I. 8ERIO, as Supumm of
' rance of he-State of New Y an
Oltze wnd Pusi Offfow AGms
120 Brvadway, Mww Yorh, N.Y. 10279 mbmwﬂmﬁmﬂ’ﬂf
T Esq.
Ateweytor o FRONTIER INSURANCE COMPANY
ORDER OF REHABILITATION
Plause tale nolice thet the within .
m»mnnm nemed Conrt, 1t Atomey Geterel
Tn e Borough of Aftorney for thw Suptinterxiunt of Insunmce
Cliy of New r-::’mn- dayol
2008, ’ ONice snd Posl Offica Addrass
Dste, NYY.. voum.ee. L2001 120 Browdway, New York, N.Y. 1027%
ELIOT SFIRZER Tel
Avornsy Osnwrsd,
Altemey for
Offics erxd Pusi Offfos Addrees Persoml! Service ol a capy of
120 Brosday, Rew York LY. 10271 .
within.. -
1 T ‘ Erq.
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1 of 4 DOCUMENTS

UTAH CODE ANNOTATED
Copyright (c) 1953-2001 by Matthew Bender & Company, Inc.
one .of the LEXIS Publishing companies.
All rights reserved.

wwes STATUTES CURRENT THROUGH THE 2001 SUPPLEMENT ***
*%* (2001 FIRST SPECIAL SESSION) ***

TITLE 40. MINES AND MINING
CHAPTER 8. MINED LAND RECLAMATION
GO TO CODE ARCHIVE DIRECTORY FOR THIS JURISDICTION
Utah Code Ann. § 40-8-14 (2001)

§ 40-8-14. Surety requirement -- Liability of small mining operations for failure
to reclaim -- Forfeiture of surety

(1) After receiving notification that a notice of intention for mining operations
other than small mining operations has been approved, but prior to commencement of
those operations, the operator shall provide surety to the division, in a form and
amount determined by the division or board as provided in this section.

(2) (a) Except as provided in Subsection (3), the division shall approve the amount
and form of surety.

(b) In determining the amount of surety to be provided, the division shall
consider:

(i) the magnitude, type, and costs of approved reclamation activities
planned for the land affected; and

(ii) the nature, extent, and duration of operations under the approved
notice.

(c) The division shall approve a fixed amount estimated to be required to
complete reclamation at any point in time covered by the notice of intent to an
acceptable standard. ‘

{d) In determining the form of surety to be provided by the operator, the
division shall approve a method acceptable to the operator consistent with the
requirements of this chapter. The form of surety that the operator may provide
includes, but is not limited to, the following:

(i) collateral;

(ii) a bond or other form of insured guarantee;
(iii) deposited securities;‘or

(iv) cash.

(3) (a) If the operator proposes reclamation surety in the form of a written
contractual agreement, the board shall approve the form of surety.

(b} In making this decision the board shall consider:

(i) the operator's:




(A) financial status;

(B) assets within the state;
(C) past performance in complying with contractual agreements; and
(D) facilities available to carry out the planned work;

(ii) the magnitude, type, and costs of approved reclamation activities
planned for the land affected; and

(iii) the nature, extent, and duration of-operations under the approved
notice.

(4) In determining the amount and form of surety to be provided under this section,
consideration shall be given to similar requirements made on the operator by
landowners, governmental agencies, or others, with the intent that surety
requirements shall be coordinated and not duplicated.

(5) The liability under surety provisions shall continue until liability in part
or in its entirety, is released by the division.

(6) If the operator of a small mining operation fails or refuses to carry out the
necessary land reclamation as required by this chapter and the rules of the board
the board, after notice and hearing, may order that:

(a) reclamation be conducted by the division; and

(b) the costs and expenses of reclamation, together with costs of collection
including attorney's fees, be recovered in a civil action brought by the attorney
general against the operator in any appropriate court.

(7) (a) If the operator of a mining operation other than a small mining operation
fails or refuses to carry out the necessary land reclamation as outlined in the
approved notice of intention, the board may, after notice and hearing, declare any
surety filed for this purpose forfeited.

(b) With respect to the surety filed with the division, the board shall request
the attorney general to take the necessary legal action to enforce and collect the
amount of liability.

(c) If surety or a bond has been filed with the Division of Forestry, Fire,
and State Lands, the School and Institutional Trust Lands Administration, or any
agency of the federal government, the board shall certify a copy of the transcript
of the hearing and transmit it to the agency together with a request that the necessary
forfeiture action be taken.

(d) The forfeited surety shall be used only for the reclamation of the land
to which it relates, and any residual amount returned to the rightful claimant.

HISTORY: L. 1975, ch. 130, § 17; 1987, ch. 147, § 6; 1989, ch. 22, § 19; 1995,
ch. 299, § 10; 1998, ch. 190, § 1.

NOTES:
AMENDMENT NOTES. --The 1995 amendment, effective May 1, 1995, added internal
designations in Subsections (2), (3), and (7); subsituted "an agency of the state
or federal government" for "the Division of State Lands and Forestry or an agency
of the federal government" in Subsection (7) (¢); and made stylistic changes. ]
The 1998 amendment, effective May 4, 1998, in Subsection (1) added "division or"
and "as provided in this section"; added Subsection (2) (a), redesignated former
Subsection (3) {(a) as (2) (d), subdivided Subsections (2) (b) and (d), and made related

. designation changes; substituted "division" for "board" throughout Subsection (2);




deleted "factual information and recommendations provided by the division as to" at
the end of the introductory phrase in Subsection (2) (b); in Subsection (2) (d), deleted
"a written contractual agreement" from the list of forms of surety; added Subsection
(3) (a); in Subsection (3) (b), deleted "such factors as" from the end of the
introductory language, added the Subsection (i) designation, and redesignated former
Subsections (3) (b) (i) to (3)(b)(iv) as (3) (b) (i) (A) to (3) (b) (i} (D); added
Subsections (3) (b) (ii) and (3) (b) (iii); in Subsection (7) (c) substituted "the
Division of Forestry, Fire, and State Lands, the School and Institutional Trust Lands
Administration” for "an agency of the state"; and made numerous related and stylistic
changes throughout the section. -
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UNITED S’I‘ATES BANKRUPTCY COUR’
EASTERN DISTRICT OF KENTUCKY (LEXINGTON)
Name of Debtor Case Numbct
Lodestar Energy, Inc., a Deleware 01-50969

Corporation .

Name of Creditor

O Check box yu

person or other eatity to whom the debtor
Owes money oOr property): anyone else has filed a proof of
STATE OF UTAH claim refating to yourclaim. Attach
Name and Address where notices should be sent: copy of statement giving particulars, ,—
O Check box if you have never ,
STATE OF UTAH M .
DIVISION OF OIL GAS & MINING Tecaived auy notices from the
P OBOX 14580 bankrupicy court in this case.
SALT LAKE CITY, UT 84114 0 Check box if the address differs THIS SPACE 1S FOR COURT USE ONLY
from the address on the envelope
seat to you by the court.
Telephone Number:
— Check here Ul replaces
R e L7 -~
1. Basis for Claim Retiree benefits as defined 1n 11 US.C. §1114(a)
O Goods sold . 00 Wages, salaries, and compensation (fill out below)
[0 Services performed Your SS #:
0 Money loaned Unpaid compensanon for services performed
3 Personal injury/wrongful death from

O Taxes . . (date)
‘ OtherMine Reclamation obligation under Federal and State Coal Mmmg Reclamation Acts
2. Date debt was incurred: 3. 1f court judgment, date obtained:

July 14, 1999
4. Total Amount of Claim at Time Case Filed:

If all or part of your claim is secured or entitled to pricrity, also co:nplete Item S or 6 below,
O Check this box if claim includes interest or other charges in addition to the principal amount of the claim. Attach itemized statement of all
| interest or additional charges.

5. Secured Claim. 6. Unsecured Priorify Claim.
& Check this box if your claim is secured by collateral anckdﬁsboxifyouhwemunsecumdpﬁodtyclakn
(including a right of setoff). Amount entitled topriority $________
Brief Description of Collateral: Specify the priority of the claim:
O Real Estate [ Motor Vehicle 0 Wages, salaries, or commissions (ap to $4,650),* earned within 90 days
@ otherReclamatjon Agreement Surety | before filing of the bankruptcy petition or cessation of the debtor’s
Bond, Frontier Insurance Campany, Surety business, whichever is earlier - 11 US.C. § 507(a)(3).
Vdue of Collateral: O Contributions to an employee benefit plan - 11 U.S.C. §507(a)(4).

Q1 Upto § 2,100* of deposits toward purchase, lease, or rental of property or
services for personal, family, or houschold use - 11 U.S.C. § 507(2)(6).

Value to Utah: $4,292,000.00 1 O Alimony, maintenance, or support owed to a spouse, former spouse; o
. child - 11 US.C. § 507(a)(7).
Amount of arrearage and other charges at time case filed O Taxes or penaltics owed to governmental units - 11 US.C. § 507(a)(8).
inclnded in secured claim, if any: § O Other - Specify applicable paragraph of 11 U.S.C. § 507(a)(_).

*Amounts are subject 10 adjustment on 4/1/04 and every 3 years thereafter
| with respect to cases commenced on or after the date a[adémm
7. Credits:  The amount of all payments on this claim has been creditcd and deducted for the purpose of ACE 5 FOR SEONLY

making this proof of claim.
8, Supporting Documeats: Antach copies of supponiing documents, such as promissory notes, puwéml DISTRICT OF KENTUCKY
orders, invoices, itemized statements of running sccounts, coatracts, court judgments, mortgages, security F‘LE
agreements, and evidence of perfection of Lien. DO NOT SEND ORIGINAL DOCUMENTS. If the
documents are not available, explain. If the documents are voluminous, attach & summary. -' L‘"*O '
9. Date-Stamped Copy: To receive an acknowledgment of the filing of your claim, enclose a stamped, self-
addressed eavelope and copy of this proof of claim. JUN 0 ‘l&ﬂﬂl
Si print the name and title, if any, of the creditor or other person authorized to file
5_ 20/a thigplai py of power of attorney, if any): AT LEXINGTON K
! K - . JERRY D. TRUITT, CLER!
unt £, Sev, At smorst Goven| 0 URT
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RECLAMATION AGREEMENT
[F3FIS
Permit Number: ACT/007/001
Date Original Permit Issued: _{( 2 /984
Effective Date of Agreement: ¥ 9
STATE OF UTAH_

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS & MINING
1594 West North Temple, Suite 1210
Salt Lake City, Utah 84114-5801
(801) 538-5340

COAL RECLAMATION AGREEMENT
~000000--

For the purpose of this RECLAMATION AGREEMENT the terms below are defined
as follows:

“PERMIT?: (Mine Permit No.) ACT/007/001 _ (County) Carbon
“MINE”: (Name of Mine)  Whit No. d No. 2 Mines
“PERMITTEE”: (Company or Name) Lodestar Energy, Inc.
(Address) 3 W. Vine Str., Suite 1700, Lexington
KY 40507
“PERMITTEE’S REGISTERED
AGENT™: (Name)  CT Corporation System
(Address) S0 t Broadway, 8th Flo it Lake
City, UT 84101
(Phone)  (801) 364-5101
“COMPANY OFFICER(S)™: R. Eberley Davis, Vice President and
Assistant Secretary
“BOND TYPE”; (Form of Bond)  Surety
“BOND”: (Bond Amount-Dollars)  $4,292.000
(Escalated to Year) 2004
“INSTITUTION™ (Bank or Agency) [NA]
“POLICY OR ACCOUNT NUMBER”: [NA]
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RECLAMATION AGREEMENT

“LIABILITY INSURANCE™: (Exp.)
(Insurance Company)

“STATE”:
“DIVISION™:
“DIVISION DIRECTOR”:

EXHIBITS:
“SURFACE DISTURBANCE”

“BONDING AGREEMENT”
“LIABILITY INSURANCE”

“POWER OF ATTORNEY”

Permit Number: ACT/007/001

Date Original Permit Issued:

Effective Date of Agreement: /

08/31/1999

Reliance National

D ent of Natur;
f Qi

ton

Urces

WeE

Revision Dates
Exhibit [ AN

Exhibit “B”

Exhibit “C”
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RECLAMATION AGREEMENT

This RECLAMATION AGREEMENT (hereinafter referred to as Agreement) is
entered into by the Permittee. '

WHEREAS, on quﬂw/ 14 , 1977 _ she Division |
roved the Permit Applicatio« PacKlge, hereinafter PAP, submitted by

P
&%q_ﬁua_, hereinafter Permittee; and

WHEREAS, prior to issuance of a permit to conduct mining and reclamation operations
on the property described in the PAP, hereinafter Property, the Permittee is obligated by Title 40-
10-1, et seq., Utah Code Annotated (1953, as amended), hereinafter Act, to file with the Division
a bond ensuring the performance of the reclamation obligations in the manner and by the
standards set forth in the PAP, the Act, and the State of Utah Division of Oil, Gas and Mining
Rules pertaining to Coal Mining and Reclamation Activities, hereinafter Rules; and

WHEREAS, the Permittee is ready and willing to file the bond in the amount and in a ‘
form acceptable to the Division and to perform all obligations imposed by the Division pursuant
to applicable laws & regulations relating to the reclamation or the Property; and

WHEREAS, the Division is ready and willing to issue the permittee a mining and
reclamation permit upon acceptance and approval of the bond.

NOW, THEREFORE, the Division and the Permittee agree as follows:

1. The provisions of the Act and the Rules are incorporated by reference herein and
hereby made a part of this Agreement. Provisions of the Act or Rules shall
supersede conflicting provisions of the Agreement.

2. The Permittee agrees to comply with all terms and provisions of the PAP, the Act,
and the Rules, including the reclamation of all areas disturbed by surface coal
mining and reclamation operations despite the eventuality that the cost of actual
reclamation exceeds the bond amount.

3. The Permittee has provided a legal description of the property including the
number of acres approved by the Division to be disturbed by surface mining and
reclamation operations during the permit period. The description is attached as
Exhibit A, and is incorporated by reference and shall be referred to as the Surface
Disturbance.

4, The Permittee agrees to provide a bond to the Division in the form and amount
acceptable to the Division ensuring the performance of the reclamation
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RECLAMATION AGREEMENT

obligations in the manner and by the standard set forth in the PAP, the Act, and
the Rules. Said bond is attached as Exhibit B and is incorporated by reference.

The Permittee agrees to maintain in full force and effect the public liability
insurance policy submitted as part of the permit application. The Division shall
be listed as an additional insured on said policy.

In the cvent that the Surface Disturbance is increased through expansion of the
coal mining and reclamation operations or decreased through partial reclamation,
the Division shall adjust the bond as appropriate.

The Permittee does hereby agree to indemnify and hold harmless the State of Utah
and the Division from any claim, demand, liability, cost, charge, or suit initiated
by a third party as a result of the Permittec or Permittec’s agent or employees
failure to abide by the terms and conditions of the approved PAP and this
Agreement.

The terms and conditions of this Agreement are non-cancelable until such time as
the Permittee has satisfactorily, as determined by the Division, reclaimed the
Surface Disturbance in accordance with the approved PAP, the'Act, and the
Rules. Notwithstanding the above, the Division may direct, or the Permittee may
request and the Division may approve, a written modification to this Agreement.

The Permittee may, at any time, submit a request to the Division to substitute the
bonding method. The Division may approve the substitution if the bond meets the
requirement of the Act and the Rules, but no bond shall be released until the
Division has approved and accepted the replacement bond.

Any revision in the Surface Disturbance, the bond amount, the bond type, the
liability insurance amount coverage, and/or the liability insurance company, or
other revisions affecting the terms and conditions of this Agreement shall be
submitted on the form entitled Stipulation to Revise Reclamation Agreement and
shall be attached hereto as Exhibit D (other exhibits as appropriate.)

This agreement shall be governed and constructed in accordance with the laws of
the State of Utah. The Permittee shall be liable for all reasonable costs incurred
by the Division to enforce this agreement.

Any breach of the provisions of this Agreement, the Act, the Rules, or the PAP

may, at the discretion of the Division, result in enforcement actions by the
Division which include but are not limited to, an order to cease coal mining and
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RECLAMATION AGREEMENT

reclamation operations, revocation of the Permittee’s permit to conduct coal
mining and reclamation operations and forfeiture of the bond.

13.  Inthe event of forfeiture, the Permittee agrees to be liable for additional costs in
excess of the bond amount which may be incurred by the Division in order to
comply with the PAP, the Act, and the Rules. Any excess monies resulting from
the forfeiture of the bond amount upon compliance with this contract shall be
refunded as directed by the permittee or, if a dispute arises, as directed by a court

_of competent jurisdiction by interpleading the funds subject to the dispute.

14.  Each signatory below represents the he/she is authorized to execute this
Agreement on behalf of the named party. Proof of such authorization is provided
on a form acceptable to the Division and is attached hereto.

SO AGREED this / é/%_ day of \(/\*A’; ‘, 19 4?
| \Jeo,

STATE OF UTAH:

PERMITTEE: | | ) LODESTARE Y, INC. M
% PLALI LPran

R. Eberley Dayis, Vice President and
Assistant Secfetary

NOTE: = An Affidavit of Qualification must be completed and attached to this form for
each authorized agent or officer. Where one signs by virtue of Power of Attorney of a company,
such Power of Attorney must be filed with this Agreement. If the Principal is a corporation, the
Agreement shall be executed by it’s duly authorized officer.
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RECLAMATION AGREEMENT

EXHIBIT “A”
PERMIT AREA

LEGAL DESCRIPTION
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RECLAMATION AGREEMENT
Exhibit “A" - PERMIT AREA™ Permit Number: ACT/007/001
Effective Date: _July 9, 1999
' PERMIT AREA
LEGAL DESCRIPTION

In accordance with the RECLAMATION AGREEMENT, the PERMITTEE intends to
conduct coal mining and reclamation activities on or within the PERMIT AREA as described
hereunder: (The bonded area equals the permit area)

Total acres of PERMIT AREA: __ 3,746 acres

Legal Description of PERMIT AREA:

Jownship 13 Soyth, Range 6 Esst, SLBM

Section 24; SE %, and pordons of S ¥4 NE %4, NW % NE ¥, aud E 4 SW 4
Section 25: E %, portion of W %5

Section 35: Portions of EKX E %, and SW % SEL/4

Section 36: All )

Township 13 Sourth, Range 7 East. SLBM

Section 8: E%SE‘/a.pomonofSW'/.SE'/-

Section 9: WhSWY

Scetion 16: W% WY% NEUNW Y NWILNE L

Secion t7: NE ¥ excluding parts of SW %4 NE Y% and NE ¥ NE %, N A SE 4,
Section 19: SUSWY%U NEYSWY, andpomcnsofW‘AE‘A EUNWLY,
Scction 20; Portions of NE % NE %

Section 21: Portions of NW % NW ¥ .

Section 30: WWUWYKSELSW Y NE UNW Y

Section 31; WUNW Y SW1/4

Township 14 South, Range 6 East, SLBM

Section 1: EUWNEY, NE%SE 4

Township 14 South, Range 7 €ast SLBM

Section 6: W% WYHREY

Scetion 7: NW Y% NWYNE Y%

This is the PERMIT AREA that is covered by the reclamation surety provided in Exhibit “B".

IN WITNESS WHEREOF the SURETY bas hereunto set it’s signature this

9th dayof _ July , 19_99.

Frontier Insurance Company
SURETY

sy (Do o Mgz _

Title: Dawn L. Morgan, Attorney-in-Fact

"o 7' .20
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RECLAMATION AGREEMENT

EXHIBIT “B”
SURETY BOND

(FEDERAL COAL)
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RECLAMATION AGREEMENT
Exhibit “B” - SURETY BOND Permit Number: ACT/007/001
SURETY BOND
(FEDERAL COAL)

THIS SURETY BOND entered into and by and between the undersigned
PERMITTEE, and SURETY COMPANY, hereby jointly and severally bind ourselves, our
heirs, administrators, executors, successors, and assigns unto the State of Utah, Division of Oil,
Gas & Mining (DIVISION), and the U.S. Department of Interior, Office of Surface Mining
Reclamation and Enforcement (OSM) in the penal sum of _$4,292,000
(Surety Bond Amount) for the timely performance of reclamation responsibilities of the surface
disturbance described in Exhibit “A” of this RECLAMATION AGREEMENT.

This SURETY BOND shall remain in effect until all of the PERMITTEE’s reclamation
obligation have been met and released by the DIVISION and is conditioned upon faithful
performance of all of the requirement of the Act, the applicable rules and regulations, SMCRA,
the approved permit, and the DIVISION.

The SURETY will not cancel this bond at any time for any reason, including non-
payment of premium or bankruptcy of the Principal during the period of liability.

The SURETY and their successors and assigns, agree to guarantee the obligation and to
indemnify, defend, and hold harmless the DIVISION and OSM from any and all expenses
which the DIVISION and OSM may sustain as a result of the PERMITTEE’s failure to comply
with the condition(s) of the reclamation obligation,

The SURETY will give prompt notice to the PERMITTEE and to the DIVISION and
OSM of any notice received or action alleging to insolvency or bankruptcy of the SURETY, or
alleging any violations or regulatory requirement which could result in suspension or revocation
of the SURETY’s license.

Terms for release or adjustment of this BOND are as written and agreed to by the

DIVISION and the PERMITTEE in the RECLAMATION AGREEMENT incorporated by
reference herein, to which this SURETY AGREEMENT has been attached as Exhibit “B”.
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RECLAMATION AGREEMENT
x

Exhibit “B” - SURETY BOND

IN WITNESS WHEREOF, i PERMITTEE has hereunto sct it's signature this 9th-
dayof July . ,19.99 o

| ‘WE
y: R. Eberl

Title: Vice President &
Assistant Secretary

IN WITNESS WIIEREOF, the SURETY has hereto set it's cignature this
gth day of July ,19_99

Eroptier Insurance Company
SURETY

Title: _Attorney-in-Fact

ACCEPTED BY THE STATE OF UTAH:

NOTE: An Affidavit of Qualification must be completed and attacherd 1a this
form for each authorized agent or officer. Where one signs hy virtue of
Power of Attomey for a company, such Pnwer of Attomey must be filed
with this Agreement. Ifthe PERMI'T'T'EE is a corporation, the
Agreement shall be executed by 1t’s duly antharized officer.
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EXHIBIT“C”

LIABILITY INSURANCE
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July 8, 1999

7 Hanover Square

Naw York, NY 10004-2584

Telephons 212-344-8888
Utah Dept. of'Natural Resources : Fax 2123448511
Division of 0il, Gas & - Cable
Mining NOORROC
Suite 1210 Telax
Salt Lake City, UT 84114-5801 DOomestic 12-8283

© intematonal 42103417

Dear Certificate Holder:

Enclosed is the Certificate of Insurance issued on behalf of
Lodestar Energy, Inc. and subsidiaries.

should you have any questions please feel free to call.

Aeloor/eo!
H 4

Enclosure 4 -
cc: Lodestar Energy, Inc. and subsidiaries %

Reliance Insurance Company -11171

1< /

i ‘

EGERMYIE D

Reliance National Insurance Company
|

UL -9 B9 |

I
DIV, OF OIL, GAS & MININC

Wiills Corroon
Coxporation of
New York
insurance Brolars
Consuttants
In x 32




M‘E‘.«m Corporation of New York
7 Hanover Square

INDICATED, NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS,

New York NY 10004-2694 ALTER THE COVERAGE AFFORDED BY THE POLICIES BELOW
(212) 344-8888 COMPANIES AFFORDING COVERAGE
company Reliance Insurance Company

Danielleung A
WSURED company Reliance National insurance Company

Lodestar Energy, Inc. and subsidiaries

333 West Vine Street COMEANY

Suite 1700

Lexington KY 40507 cogmv

.THB'S'I'O CERTIFY THAT.THE POLD!ES OF INSURANCE LBTED BEI.OW HAVE BEEN ISSUED TO THE INSURED NAMED AWVE FOR THE POLICY PERDD

OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS

O rreormsumance SE—— roucy ervectue | oot momATON e
A cenerat sy INGBO144-018 C1FEB-1999 | 31-AUG-1999 |aengnaacancoare s 2.000,0
X | COMMERCIAL GENERAL LIABILITY PRODUCTS-COMPIOP AGG_| $ 2,000,0
] cLams mace OCCUR PERSONALA ADVINNAY (¢ 2,000,0
|| OWNER'S & CONTRACTOR'S PROT EACH OCCURRENCE g 1,000,0
MRE one firs) 500,0
) Is 6.0
A svtouonaz uuawe }NKAO144-017 01-FEB-1998 | 31-AUG-1999 \epsnaEuer s 1.000.0
| X | anvauto
| auowneD AuTos ::ILYINJURY s
SCHEDULED AUTCS person)
[X] cosuros BODILY INJURY $
| X | NON-OWNED AUTCS ________J—--—--\ (Por acokdent
2 foll L1 t
] In k& @‘1 ‘\V-],__[E—‘ \.
| GARAGE LIABILITY Uﬂ\ H
| anvauro JUL {9 09 |
EXCESS LIABILITY M A\ {b
- IV, OF OIL, (AS & MINTG]
| oER TAN UMBRELLA FORM
B :::umc?upwmmu T8D 09-JUL-1999 | 08-JUL-2000
THE PROPRIETOR/ EL
PMWEXECU"VE H INCL DISEASE POLICY LIMIT $
OFFCERS ARE: | excy EL DISEASEEAEMPLOYEE |8
OTHER

JWK%WQ&

Utah Dept. of Natural Resources
Division of Oil, Gas &

Mining
Suite 1210

SaltLake City UT 841145801

L

DESCRIPTION OF OPERATIONS/LOCATIONS/VEHICLES/SPECIAL ITEMS

SEE ATTACHED

45
BUNFXKBREXR MK Sel)
A /.
oxx e
-~
Al OPRZED REP| )
7 U / -

SHOULD ANY OF THE AROVE DESCRIBED POLICIES BE CANCELLED REFORE Tl
EXPIRATION DATE THEREOF, THE ISSUING COMPANY WILL BMUEANSRXYXS W)
43 DAYS WRITTEN NOTICE TO THE CERTIFICATE HOLDER NAMED TO THE LEI
TACEX KA ISR WK 8 B KT ION XK KIS

Vf X XO6X XXREMRK X BRX XXM IN

A CSRE CORPORATION 41
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ORISR AN O AL O O S

:§i\&4lh§ i GERTEIGA
Co

ZACS

. THI S A N%.
MSURED 83613 PROOUCER
Willis Corroon Corporation of New York
7 Hanover Square
Lodestar Energy. inc. and subsidiaries New York NY 10004-2594
333 West Vine Street (212) 344-8888

Suite 1700
Lexington KY 40507

Daniel Leung

Heshin SRR

THIS 1S TO CERTIFY THAT THE POUCIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PE
INDICATED, NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POUCIES DESCRIBED HEREIN IS SUBJECT TO ALl THE TE}
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS MAY HAVE BEEN REDUCED BY PAID CLAIMS. '

WMW LTS

TYPE OF INSURANCE . POLICY NUMBER

DESCRIPTION OF OPERATIONS/LOCATIONS/VEHICLES/SPECIAL ITEMS
Permit #ACT/007/001, White Oak Mines Complex, located at: Mine Road, off
Eccles Canyon Rd., off Route 96, near Scofield, UT.

The General Liability policy includes explosives coverage.

Wh.D.P‘- Of Natural Resources EXPIRATION DATE THEREOF, THE ISSUING COMPANY WILL JENOUBAVENK S N
Division of Oil, Gas & 45 pAvs WROTEN NOTICE TO THE CERTIFICATE HOLDER KAMED TO THE LE!
Mining

]
i N XUCIEX RNLAKLAX SN M0 R I KIUATIONK IR KW
I CONPANN XITEX NGENTE X DROBECRCSEN XA TWE$X

Suite 1210
Sait Lake City UT 84114-5801
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‘ RECLAMATION AGREEMENT

AFFIDAVITS OF QUALIFICATION
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IFFIDAVIT OF QUALIFICATION )
ASSOCIATE DIRECTOR
~000000-—-

I, Mary Ann Wright, being first duly sworn under oath, deposes and says that she is the
Associate Director of the Division of Oil, Gas & Mining, Department of Natural Resources, State
of Utah; and that she is duly authorized to execute and deliver the foregoing obligations; and that
said ASSOCIATE DIRECTOR is authorized to execute the same authority of law on behalf of

the State of Utah.
W 4
Mary Anf Wright, Assl:zf::}mmtor
Division/of Oil, Gas & g

Lh
Subscribed and sworn to before me this _/4/= day of duly , 1999

Notary Public

My Commission Expires:

febheuax 29 182000

~

Attest:

STATE OF _(/14#, )
COUNTY OF AT JAKE ) ss:

Page ZA of -ﬁ"




RECLAMATION AGREEMENT
AFFIDAVIT OF QUALIFICATION
PERMITTEE
~000000—
I, ___R. Eberley Davis , being first duly sworn under oath, deposes and says
that he/she is the (officer or agent) Vic ident and Assistant of

Lodestar Energy, Inc. ; and that he/she is duly authorized to execute and deliver the foregoing
obligations; and that said PERMITTEE is authorized to execute the same and has complied in
all respects with the laws of Utah in reference to commitments, undertakings and obligations

A £ M@—PJE%

R. Eberley Davis, y 1ce President and

Assistant Secre

Subscribed and swormn to before me this Q ‘ day of ¢ A gj , 19_22

NOTARY PUB

My Commission Expires:

UNDA KAY KUNRZI
Notary Public
State of Utah

&S My Comm, Expires Jul 28,2001
201 Sout Wain Suite 1800 SLC UT 84145

Attest:

STATE OF UTAH )
COUNTY OF ) s
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LODESTAR ENERGY, INC.

Unaainmous Consent in Lieu of
- Meeting of Board of Directors

The undersigned, being the sole member of the Board of Dircctors of Lodestar Energy.
Inc., a Delaware corporation ("LODESTAR™), hereby conscnts to the following corporate action
in lieu of 2 meeting of the Board of Directors as if the same svere held on July 28, 1997, effective

as of said date as fully as if unanimously adoptcd at a duly called meeling of the directors:

Becitals

LODESTAR engages in various aspects of the exploration, development, production.
storage, transportation and marketing of coal. These activities require LODESTAR
through its agents to obtain from time to time various permits, licenses, identifying
numbers, orders and approvals necessary for the conduct of its business in normal course
(such permits, licenses, identifying numbers, orders and approvals shall hereinafter be
called "Permits”). All such Permits are issued by various governmental or regulatory
authorities, including the United States Office of Surface Mining Reclamation and
Enforcement, the Kentucky Department of Surface Mining Reclamation and
Enforcement, the West Virginia Department of Energy, the United States Environmental
Protection Agency, the Kentucky Natural Resources and Environmental Protection
Cabinet, Department of Environmental Protection, Division of Water, the United States
Mine Health and Safety Administration and the United States Bureau of Alcohol,
Tobacco and Fircanns (hereinafter all such governmental or regulatory authorities shall
be called "Government Agency," whether singular or plural). The purpose of the
resolutions adopted below is to appoint the named individuals as agents of LODESTAR
to execute and deliver to the appropriate Government Agency all manner of
documentation necessary for issuance or transfer of Permits.

Resolutions

RESOLVED, that each of John W. Hughes, Troy L. Francisco, Bill Potter. Tom Mattox.
John McHale, Dennis Bryant, Alex Messamore, and R. Eberley Davis ("Authorized
Persons") be, and each of them is hereby, authorized and cmpowered to execute and
deliver to any Governmental Agency having jurisdiction over thc business and property
of LODESTAR any aud all documents necessary for the issuance or transfer of Permits
including, but not limited to, applications for the issuance and transfer thereof, and the
fact of execution and delivery thereof by any of the Authorized Persons may be relied
upon by the receiving Government Agency as conclusive evidence of the authority
granted such persons by these resolutions and this Board of Direclors' approval of the
item thus received by the Government Agency; and

e N AN




* )
FURTHER RESOLVED, that in the event any Government Agency rcquires that the
authority of the Authorized Persons to act as provided herein be further evidenced by any
-other document, any officer of LODESTAR shall be, and is hereby, authorized and
cmpowered to execute and deliver to the requesting Government Agency any such other
document which may be required by the Government Agency as evidence of the authority
of the Authorized Persons to act as describcd hercin and the fact of execution and
delivery may be relicd upon by the recciving Government Agency as conclusive evidence
of the suthority granted by these resolutions to such officer and this Board of Directors'
approval of the item thus received by the Government Agency; and ’

FURTHER RESOLVED, that in the cvent any Govemment Agency to whom a certificate
of these resolutions is 1o be delivered requires that these resolutions be certified in a form
other than the form in which the resolutions have been writtcn, any officer of
+ LODESTAR, shall be, and is hereby, authorized and empowered to certify and deliver 1o
the requesting Government Agency a certificate of these tesolutions in such form as the
requesting Government Agency may require, whether or not the text of such certificate
bas been actually presented to and approved by this Board of Directors and regardless of
whether the certificate states the effectiveness of the resolutions certified to be as of a
date other than the date of these resolutions, or that such resolutions may have been
adopted in the course of a meeting when they were in fact adopted by unanimous written
consent, or the converse thereof, and all of such resolutions so certificd shall be, and they
are hereby adopted as resolutions of this Board of Directors as though they have been
presented to, and approved by, this Board of Directors at a meeting or in an action by

unanimous written consent.

1
IN WITNESS WHEREOF, the undersigned has executed this consent as of the.27nd day

of July, 1997.

Director
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RECLAMATION AGREEMENT

AFFIDAVIT OF QUALIFICATION
SURETY COMPANY
~000000—

[, _Dawn L. Morgan , bciné first duly swom under oath, deposes and say that
he/she is the (officer or agent) Attornex-in-réct _ of Froptier Insurance
Company ; and that he/she is duly authorized to execute and deliver the foregoing obligations;
and that said SURETY COMPANY is authorized to execute the same and has complied in all
respects with the laws of Utah in reference to commitments, undertakings and obligations herein.

[NAME- POSiTION]g\

Dawn L. Morgan - Attorney-in-Fact

Subscribed and swom to before me this 9th__ day of July _, 1999 .

‘ NO¥AR%P!UB§C

$ "OFFICIAL SEAL
KELLY A. JACOBS

June 15 , ¥ 2002 § NOTARY PUBLIC, STATE OF ILLINOIS
: § MY COMMISSION EXPIRES 6/15/2002

My Commission Expires:

Attest:

STATE OF - Illinois )
COUNTY OF_cook ) sS:

Dans | An A




RECLAMATION AGREEMENT

POWER OF ATTORNEY
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I'U’Itler INSURANCE COMPANY

ROCX MiILl. NEW YORK 13778-3000
(A Stock Company|

~ POWER OF ATTORNEY

Frue Al Fen By Thase Fresenis: Tnat FRONTIER INSURANCE COMPANY, & New York Corporation, having s principal offics
Rock Hill, New York. pursuani to (ha following reselution, adopted by the Board of Directors of the Corporation on the 4th day of November, 1985:

“RESQLVED, that the Chairman of the Board, the President or any Vice President be. and hereby is. suthorized to sppoint Atomsys-in-
Factig represem and actfor and on behalf of the Company 10 axecute bonds, undenakings, recognizances Snd other contracts of Indemnity
and writings obligatory in the naturs thereol, and 1o anach lharals the corporste saal of the Company, in the transaction of its aurety business:

“RESOLVED, that tha signasuras and aRaststions of such officers and the sesl of the Company may be affixed 10 any such Power of Attorney
ot toany certificate relating thersio by fecsimile. and any such Powsr of Atiorney or cenilicats besring such facsimile signawres ortacsimile
seal shall be valig ang binding upon the Campsny when $0 sifixed with respact 1o gny bond, underuking, recognizancs or other contract ot
indsmnity or writing obilgatary in the nature thereof;

“RESOLVED, thatany such Antornsy-in-Fact delivering a sacratsrisi certfication that the loregoing resolutions still be in sifect may innertin
such certification the cate thereo!. aid daws 10 be no Iater than the dats of delivery thareo! by auch Arorney-in-Fact”
This Power of Aftorney Is signed and sealed in lacsimile under and by the autherity of ine sbove Rescluton.

DOES HEREBY MAKE, CONSTITUTE AND APPOINT:  Lewis James Scheer Michael J. Scheer Alice Rheads.
James I. Moore Bonnie Kruse Stephen T. Kazmer Dawn L. Morgan

of c::untt:{side In the State of Illinois
i vue and lawful Arorneyls)-in-Fact with tull powsr and authorily hersby conferred in l1s name. pisce snd stsad to sign. execute, acknowiedge an

deliver in ity behalt, and as its act and deed, without power of redelegation, as ioliows:

8onds guarantaaing ths lidelity of personas hording places of public or prvats Uust guarantesing the performance of contracis other than
insurance policies; snd executing or gusrantesing bonds and underakings required or permitted in ail actdons or pracsedings or Dy iaw
allowed: ot to Par Rudred Thousard ($4,300,000.00) Dollays——-sndio bind FRONTIER
INSURANCE COMPANY thersby a1 fully and to the same extentasif such bond or undenaking wes signed by the duly suthorized ofiicers of
FRONTIER INSURANCE COMPANY, and 2il the acis ol said Atterneyis)-in-Fact pursuantto the authority hersin given are hereby ratlfiad and

conflirmed,
Jn Wiiness Bhereof, KRONTIER INSURANCE COMPANY of Rock Hill, New Yark, has caused this Powar of Attorney to be signed by its Presidar
and ity Corporala seai 1o be amaed this 29th  dayof April 19 97
FRONTIER INSURANCE COMPANY
Stata of New York v
County of Sulivan s HARRY W. RHULEN, President
Catiis  29th dayol April ‘ 19 97 .betors the subscriber, 8 Nowry Public of the Staie of

New Yorkin and for the County of Sullivan, dgly commuasioned and qualified, came HARRY W, RHULEN of FRONTIER INSURANCE COMPANY 10

mae personally known {o be me individual and officer described herein, and who sxecuted the precading Instrumant, and acknowiedged the

8xecution ol the same, and deing by ms duly sworn. daposed and said, thathe ls the officar of the Company aforssaid, and thatthe seal affixed 1o the

preceding instrumantis the Corpocats Saal of the Company, and the Corporate Seal and signaiure as an office? were duly atfixed and subscribad o

‘l:\:::ﬁ In’mmm by he authority and direction of the Corporation, and that the resolution of the Company. referfed 16 in the praceding Instrument
n force.

3“ m”ﬁ!!ﬂnt ghlnlf. | have hersunto set my hand. and affixsd my official saal at Rock Hill, New York, the day and ysar abovs wriften.

i
NANCY V, PIERRO

Notary Public Stuts of New York
Sullivan County Cleri’s No, 230S
Commission Expires July 8, 1988

CERTIFICATION |

LJOSEPH P, LOUGHLIN, s.cmuy of FRONTIER INSURANCE COMPA!LIYo! Rock Hill, New York, do heraby carufy thatthe loregeing Resolution
adopled by the Bourd of Directors of this Corporauon and the Powsrs of Aromney issusd pursuant mnwﬁr’o lru:ymd correcs, and gul boththe
Resclution and the Pawars of Atomaey are In full Iores and sitect,

dn Bitnesa Mhereof, | mvcghouunw sot my hand and aifixed the facaimile sesl of the corporaton this 9th day of

oo oot £ Aot/
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' FORM %10 (Official Form 10)4/01)

UNIT.2D STATES BANKRUPTCY C
EASTERN

DISTRICT OF KENTUCKY (I.EXINGTON)

Name of Debtor

Lodestar Energy, Inc., a Deleware
Corporation

Name of Crednor (The pason or olhcr entity to whom thc debtor

Case Number
01-50969

y
anyone elsc has filed 2 proof of

July 14, 1999

Owes money or property):
STATE OF UTAH claim relating to your claim. Attach
Name and Address where notices should be sent: copy of statement giving particulars,
szamorun B e
DIVISION OF OIL GAS & MINING ¥ notiecs
SALT LAKE CITY, UT 84114 O Check box if the address differs ‘TH1s SPACE IS FOR COURT USE ONLY
from the address on the envelope .
sent to you by the court,
Telephone Number:
- - Check hee T lreplaces
o oo el L= -l ooy
1. Basis for Clalm TJ Retiree benchils as defined in 11 US.C. §1114(a)
O Goods sold [1 Wages, salarics, and compensauon (fill out below)
O Services performed Your SS #:
O Money loaned Unpaid compensation for services performed
O Personal injury/wrongful death from to
O Taxes (date) (date)
B Other ' igatio Federal and State Cogl Mining Reclamation Acts
2. Date debt was incurred: 3. If court judgment, ed:

"4, Total Amount of Clalm at Time Case Filed:

mlaut or sdditional chargs.

s 711,000,000

If all or part of your claim is secured or entitled 1o pricrity, also complete Item 5 or 6 below.
01 Check this box if claim includes interest or other charges in addition to the principal amouat of the claim. Anach itemized statement of all

5. Securcd Claim.
8. Check this box if your claim is secured by collateral
(including a right of setoff).

Brief Description of Collateral:
0 Real Estate [ Motor Vehicle
= Olhcr t Surety
B%ﬁxe of & ollatcul tigr fnsurance Campany, Surety

Value to Utah: $711,000.00

Amount of arrcaragé and other charges at time case filed
included in secured claim, if any: §

6. Unsecured Priority Claim.

{3 Check this box if you have an unsecured priority claim
Amount entitled topriority $______

Specify the priority of the claim:

{1 Wages, salaries, or commissions (up to $4,650),* earned within 90 days
before filing of the bankruptcy petition or cessation of the debtor’s
business, whichever is earlier - 11 US.C, § 507(a)(3).

[ Contribations to an employee benefit plan - 11 U.S.C. §507(a)(4).

0 Up o § 2,100* of deposits toward purchase, lease, or rental of property or
services for personal, family, or household use - 11 U.S.C. § 507(a)(6).

0 Alimony, maintenance, or support owed to a spouse, former spouse, or

~ child - 11 U.S.C, § S07(a)X7).
O Taxes or penaltics owed to governmental units - 11 U.S.C. § 507(a)(8).
[0 Other - Specify applicable paragraph of 11 U.S.C. § 507(a)(__).

*Amounss are subject 10 adjustment on 4/1/04 and every 3 years thereafier

_with respect to cases commenced on or afier the date of adéu.rzmm.
The amount of all paymenis on this claim has been credited and deducted for the purpose of PACE IS FOR COURT USE ONLY

7. Credits:
making this proof of claim.

8. Supporting Documents: Antach copies of supponting documens, such as promissory notes, purchase EASTERN DISTRICT OF KENTUC
orders, invoices, itemized statements of ruaning accounts, contracts, court judgments, mortgages, security FILED s
agreements, and evidence of perfection of licn. DO NOT SEND ORIGINAL DOCUMENTS. If the
documeats are not available, explun. If the documents are volominous, attach a summary. - L'-_ O ( -

9. Date-Stamped Copy: To receive an acknowledgment of the filing of your claim, enclose a stamped, self-
addressed envelope and copy of this proof of claim. JUN 0 'i 2001

Date Slgnlndpnm name and title, if any, of the creditor or other person authorized to file aso i

py of power of antorney, if any): AT LEXINGTON
5] go/ ol JERRY D. TRUITT, CLERK
‘ /ZuM’ C. Sev | Apimad Amonwy bewem | | & RBANKRUPTCY COU
Penalty for presegiing fraudul:nt cldint: Fine of up 1o $500,000 dr imprisonment for up to 5 years, or both. 18 US.C. §§ 152 and 3571.

*%5% Proof of clalm forms and attachrents must be fled TN DUPLICATE*++
.To receive a file-stamped copy, file clalm in triplicate and Include a self-addressed, stamped envelope.

7 K1)
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RECLAMATION AGREEMENT ) IE S L7
| Permit Number: ACT/007/020
Date Original Permit Issued: L /0,/596
Effective Date of Agreement: . / 29
STATE OF UTAH -

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS & MINING
1594 West North Temple, Suite 1210
Salt Lake City, Utah 84114-5801
(801) 538-5340

COAL RECLAMATION AGREEMENT
" —000000--

For the purpose of this RECLAMATION AGREEMENT the terms below are defined
as follows:

“PERMIT”: (Mine Permit No.) ACT/007/020 (County) Carbon
“MINE”: (Name of Mine)  Horizon Mine
“PERMITTEE”: (Company or Name) Lodestar Energy, Inc.

(Address) 333 W. Vine Str., Suite 1700, Lexington,

- KY 40507
“PERMITTEE’S REGISTERED
AGENT™: (Name)  CT Corporation System
’ (Address) 50 West Broadway. 8th Floor, Salt Lake
City, UT 84101

(Phone)  (801) 364-5101

“COMPANY OFFICER(S)”: R, Eberley Davis, Vice President and
Assistant Secretary

“BOND TYPE™: (Form of Bond)  Surety

“BOND™: (Bond Amount-Dollars)  $711.000

(Escalated to Year) 2001
“INSTITUTION™: (Bank or Agency) [NA]
“POLICY OR ACCOUNT NUMBER”: [NA]

280199.1 Page L of 2&-




RECLAMATION AGREEMENT

Permit Number: ACT/007/020
Date Original Permit Issued:
Effective Date of Agreement:

“LIABILITY INSURANCE”: (Exp.) 08/31/1399
(Insurance Company) Reliance National

“STATE”: Utah Department of Natural Resources
“DIVISION”: Division of Qil, Gas & Mining
“DIVISION DIRECTOR”: Lowell Braxton

EXHIBITS: Revision Dates
“SURFACE DISTURBANCE” Exhibit “A”

“BONDING AGREEMENT” Exhibit “B”

“LIABILITY INSURANCE” Exhibit “C”

“POWER OF ATTORNEY”

279349.1 Page o of 2/
280199.1 -




RECLAMATION AGREEMENT

This RECLAMATION AGREEMENT (hereinafter referred to as Agreement) is
entered into by the Permittee.

WHEREAS, on Q'uﬁ(, /Y , 19 77 , tgc Zivision

roved thg Permit Apphcatiﬁn Pdkage hereinafter PAP, submltted by

P
W hereinafter Permittee; and

WHEREAS, prior to issuance of a permit to conduct mining and reclamation operations
on the property described in the PAP, hereinafter Property, the Permittee is obligated by Title 40-
10-1, et seq., Utah Code Annotated (1953, as amended), hereinafter Act, to file with the Division
a bond ensuring the performance of the reclamation obligations in the manner and by the
standards set forth in the PAP, the Act, and the State of Utah Division of Oil, Gas and Mining
Rules pertaining to Coal Mining and Reclamation Activities, hereinafter Rules; and

WHEREAS, the Permittee is ready and willing to file the bond in the amount and in a
form acceptable to the Division and to perform all obligations imposed by the Division pursuant
to applicable laws & regulations relating to the reclamation or the Property; and

WHEREAS, the Division is ready and willing to issue the permittee a mining and
reclamation permit upon acceptance and approval of the bond. -

NOW, THEREFORE, the Division and the Permittee agree as follows:

1.

280199.1

The provisions of the Act and the Rules are incorporated by reference herein and
hereby made a part of this Agreement. Provisions of the Act or Rules shall
supersede conflicting provisions of the Agreement.

The Permittee agrees to comply with all terms and provisions of the PAP, the Act,
and the Rules, including the reclamation of all areas disturbed by surface coal
mining and reclamation operations despite the eventuality that the cost of actual
reclamation exceeds the bond amount.

The Permittee has provided a legal description of the property including the
number of acres approved by the Division to be disturbed by surface mining and
reclamation operations during the permit period. The description is attached as
Exhibit A, and is incorporated by reference and shall be referred to as the Surface
Disturbance.

The Permittee agrees to provide a bond to the Division in the form and amount

- acceptable to the Division ensuring the performance of the reclamation

Page S of 2/
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10.

11.

12,

RECLAMATION AGREEMENT

. obligations in the manner and by the standard set forth in the PAP, the Act, and

the Rules. Said bond is attached as Exhibit B and is incorporated by reference.

The Permittee agrees to maintain in full force and effect the public liability
insurance policy submitted as part of the permit application. The Division shall
be listed as an additional insured on said policy.

In the event that the Surface Disturbance is increased through expansion of the
coal mining and reclamation operations or decreased through partial reclamation,
the Division shall adjust the bond as appropriate.

The Permittee does hereby agree to indemnify and hold harmless the State of Utah
and the Division from any claim, demand, liability, cost, charge, or suit initiated
by a third party as a result of the Permittee or Permittee’s agent or employees
failure to abide by the terms and conditions of the approved PAP and this

" Agreement.

The terms and conditions of this Agreement are non-cancelable until such time as
the Permittee has satisfactorily, as determined by the Division, reclaimed the
Surface Disturbance in accordance with the approved PAP, the Act, and the
Rules. Notwithstanding the above, the Division may direct, or the Permittee may
request and the Division may approve, a written modification to this Agreement.

The Permittee may, at any time, submit a request to the Division to substitute the
bonding method. The Division may approve the substitution if the bond meets the
requirement of the Act and the Rules, but no bond shall be released until the
Division has approved and accepted the replacement bond.

Any revision in the Surface Disturbance, the bond amount, the bond type, the
liability insurance amount coverage, and/or the liability insurance company, or

. other revisions affecting the terms and conditions of this Agreement shall be

submitted on the form entitled Stipulation to Revise Reclamation Agreement and
shall be attached hereto as Exhibit D (other exhibits as appropriate.)

This agreement shall be governed and constructed in accordance with the laws of
the State of Utah. The Permittee shall be liable for all reasonable costs incurred
by the Division to enforce this agreement.

Any breach of the provisions of this Agreement, the Act, the Rules, or the PAP

may, at the discretion of the Division, result in enforcement actions by the
Division which include but are not limited to, an order to cease coal mining and

Page 4 of 2/




13.

14,

RECLAMATION AGREEMENT

reclamation operations, revocation of the Permittee’s permit to conduct coal
mining and reclamation operations and forfeiture of the bond.

In the event of forfeiture, the Permittee agrees to be liable for additional costs in
excess of the bond amount which may be incurred by the Division in order to
comply with the PAP, the Act, and the Rules. Any excess monies resulting from
the forfeiture of the bond amount upon compliance with this contract shall be
refunded as directed by the permittee or, if a dispute arises, as directed by a court
of competent jurisdiction by interpleading the funds subject to the dispute.

- Each signatory below represents the he/she is authorized to execute this

Agreement on behalf of the named party. Proof of such authorization is provided
on a form acceptable to the Division and is attached hereto.

SO AGREED this ___/ é/ ‘714— day of 199 4

W e

PERMITTEE: LODESTAR ENERG
4 f,u\\& VPrac

NOTE:

R. Eberlgy Davis, ¥ice President and
Assistant Secret

An Affidavit of Qualification must be completed and attached to this form for

each authorized agent or officer. Where one signs by virtue of Power of Attorney of a company,
such Power of Attorney must be filed with this Agreement. If the Principal is a corporation, the
Agreement shall be executed by it’s duly authorized officer.

279349.1
280199.1
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RECLAMATION AGREEMENT

EXHIBIT “A”
PERMIT AREA

LEGAL DESCRIPTION

Page _4_ of <2/
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RECLAMATION AGREEMENT
Exhibit “A” - PERMIT AREA Permit Number: ACT/007/020

Effective Date: 1u1v 9. 1999

PERMIT AREA
LEGAL DESCRIPTION

In accordance with the RECLAMATION AGREEMENT, the PERMITTEE intends to
conduct coal mining and reclamation activities op or within the PERMIT AREA as described

hereunder: (The bonded area equals the permit arca.)

Tota) acres of PERMIT AREA: 317.5

Legal Description of PERMIT AREA:

Township 13 South, Range 8 E} ast, SIM, Utah

Section8:  SE)/4 SW1/4, SW1/4 NW1/4 SW1/4 SE1/4,
W12 SW1/4 SW1/4 SE1/4,

Section 17:  NW1/4 NE1/4, S1/2 NW1/4, N1/2 NW1/4 SW1/4, NE1/4

SW1/4,NW1/4 SE1/4, N1/2 SE1/4 SW1/4,
N1/2 SW1/4 SEV/4, W1/2 W1/2 SW1/4 NEV/4

This is the PERMIT AREA that is covered by the reclamation surety provided in Exhibit “B".
IN WITNESS WHEREOF the SURETY has hereunto set it’s signature this

9th _dayof _ July , 1999,
. Frontier Insurance Company

SURETY

By:wﬂezge;__

Title: Dawn L. Morgan, Attorney-in-Fact




280199.1

RECLAMATION AGREEMENT

EXHIBIT “B”
SURETY BOND

(NON-FEDERAL COAL)

Page _5’_ of o2/
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RECLAMATION AGREEMENT
Exhibit “B” - SURETY BOND Permit Number: ACT/007/020
SURETY BOND
(NON-FEDERAL COAL)
—-000000--

This SURETY BOND entered into by and between the undersigned PERMITTEE, and
SURETY, hereby jointly and severally bind ourselves, our heirs, administrators, executors,
successors and assigns unto the State of Utah, Division of Oil, Gas & Mining (DIVISION) in the
penal sum of __$711.000 (Surety Bond Amount) for the timely performance of
reclamation responsibilities of the surface disturbance described in Exhibit “A” of the
Reclamation Agreement.

This SURETY BOND will remain in effect until all of the PERMITTEE’s reclamation
obligation have been met and released by the DIVISION and is conditioned upon faithful
performance of all of the requirements of the Act, the applicable rules and regulations, the
approved permit, and the DIVISION.

The SURETY will not cancel this bond at any time for any reason, including non-
payment of premium or bankruptcy of the Principal during the period of liability.

The SURETY and their successors and assigns, agree to guarantee the obligation and to
indemnify, defend, and hold harmless the DIVISION from all expenses which the DIVISION
may sustain as a result of the PERMITTEE’s failure to comply with the condition(s) of the
reclamation obligation.

The SURETY will give prompt notice to the PERMITTEE and to the DIVISION of
any notice received or action alleging the insolvency or bankruptcy of the SURETY, or alleging
any violations or regulatory requirement which could result in suspension or revocation of the
SURETY?’s license.

Terms for release or adjustment of the BOND are as written and agreed to by the

DIVISION and the PERMITTEE in the RECLAMATION AGREEMENT incorporated by
reference herem, to which this SURETY AGREEEMNT has been attached as Exhibit “B”.

280199.1 Page i of o2 /




RECLAMATION AGREEMENT

Exhibit “B” - SURETY BOND

IN WITNESS WHEREOF, the PERMITTEE has hereunto set it’s signature

this_9th dayof__ July ,19_99

insert here
LODESTAR ENERGY, INC.
PERMITTEE

K St LI P

By: R. Eberlei Davis
7

Title: Vice President &
Assistant Secretary

IN WITNESS WHEREOF, the SURETY has hereto set it’s signature this

9th dayof_July , 1999
Frontier Insurance Company
SURETY
B)’: Dawn L. Morgan
Title: -in-Fact

ACCEPTED BY THE STATE OF UTAH:

NOTE: An Affidavit of Qualification must be completed and artached to this
form for each authorized agent or officer. Where one signs by virme of
Power of Attorney for 2 company, such Power of Attorney must be filed
with this Agreemeat. If the PERMITTEE is a corporation, the
Agreement shall be executed by it's duly authorized officer.
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RECLAMATION AGREEMENT

EXHIBIT“C”

LIABILITY INSURANCE




July 8, 1999

Utah Dept. of Natural Resources
Division of 0il, Gas &

Mining

Suite 1210

Salt Lake City, UT 84114-5801

Dear Certificate Holder:

Willis

7 Hanover Square

New York, NY 10004-2594

Telephone 212-344-8888
_ ‘ Fax 212-344-8511

Cabls NOORROC

Talex

Domastic 12-8283

" ntsmational 421034-NTT

Enclosed is the Certificate of Insurance issued on behalf of
Lodestar Energy, Inc. and subsidiaries.

Should you have any questions please feel free to call.

ly yours,

Enclosure

rroon Corporation of New York % %

cc: Lodestar Energy, Inc. and subsidiaries

Reliance Insurance Company

Reliance National Insurance Company

9 EGETIE

JuL -9 B3

DIV. OF OIL, GAS & MINING

Wlllis Cotroon
Corporation of
New York
Insurance Brokers
Consultants




PRODUCER

7 Hanover Square
Now York
{212) 344-8888

Willis Corroon Corporation of New York

NY 10004-2594

THlS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION
ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE
HOLDER. THIS CERTIFICATE DOES NOT AMEND, EXTEND OR
ALTER THE COVERAGE AFFORDED BY THE POLICIES BELOW.

DATE (MM/DD/YY)
8JUL-1998

COMPANIES AFFORDING COVERAGE

coupany Reliance Insurance Company

Daniel Leung A
WSURED coupany Reliance National Insurance Company
B
Lodestar Energy, inc. and subsidiaries
333 West Vine Street couémv
Suite 1700
Lexington KY 40507 COMPANY

THIS IS TO CERTIFY THAT THE POUCIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PEFIDI.'.
INDICATED, NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THI¢
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS.
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. UMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

co POLICY EFFECTIVE | POLICY zxnwnoul
o TYPE OF INSURANCE POLICY NUMBER DATE MMDD[YY) | DATE (MMDOYY) uMTs
A | GENERAL LIABRITY NGB0144-018 01-FEB-1999 | 31-AUG-1999 | gENERAL AGGREGATE s 2,000,0
X | COMMERCIAL GENERAL LIABILITY PRODUCTS-COMPIOPAGE |¢  2,000,0
CLAIMS MADE OCCUR PERSONAL & ADVINJURY | § 2,000,0
|| OWNER'S 4 CONTRACTOR'S PROT | EACH GCCURRENCE g 1,000,0
- | FIRE DAMAGE {Any onefire) | 500,0
MEDEXP (Anyonepersen) |8 5.0
A INKAO144-017 01-FEB-1998 | 31-AUG-1999
_;(g OMOBILE UABIITY COMBINED SINGLEUMIT | $ 1,000,0
| X | anvauto
|| ALLOWNED AUTOS BODILY INJJARY s
| | scHEDULED AUTOS {Per porson)
X | HRED AUTOS BODILY INJURY
VR \ T . $
| X | NON-OWNED AUTOS P \{/ E {Por accident
- + . ———_‘
1 ‘ D ’ PROPERTY DAMAGE s
GARAGE UABILITY “ “ - 9 \ggg L‘:JJ ‘ AUTO ONLY - EA ACCIDENT
ANY AUTO \ OTHER THAN AUTO ONLY:
EACH ACCIDENT | $
a0 £AG 2 MINING AGGREGATE |3_
EXCESS UABILITY Y. U A — EACH OCCURRENCE 3
UMBRELLA FORM AGGREGATE $
OTHER THAN UMBAELLA FORM
B | wORKERS COMPENSATION AND TBD 09-JUL-1999 | 09-JUL-2000
EMPLOYERS' UABILITY
THE PROPRIETOR/
PARTNERS/EXECUTIVE INCL EL DISEASE-POLICY UMIT $
OFFICERS ARE: Excl EL DISEASE-EAEMPLOYEE 1§
OTHER

DESCRIPTION OF OPERATIONS/LOCATIONS/VEHICLES/SPECIAL ITEMS

Permit # ACT/007/020 Horizon Coal Mine

The_ Gener'a'l Liability poy'Hcy includes exp'losive coverage.

Utah Dept. of Natural Resources
Division of Oil, Gas &

Mining
Suite 1210

SaltLake City UT 84114-5801

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE THI
EXPIRATION DATE THEREOF, THE ISSUNG COMPANY WILL BNOEAVORKYS MAI
45 DAYS WRITTEN NOTICE TO THE CERTIFICATE HOLDER NAMED TO THE LEF1




RECLAMATION AGREEMENT

AFFIDAVITS OF QUALIFICATION

|~
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)
-AFFIDAVIT OF QUALIFICATION
ASSOCIATE DIRECTOR
-000000--

I, Mary Ann Wright, being first duly sworn under oath, deposes and says that she is the
Associate Director of the Division of Qil, Gas & Mining, Department of Natural Resources, State
of Utah; and that she is duly authorized to execute and deliver the foregoing obligations; and that
said ASSOCIATE DIRECTOR is authorized to execute the same authority of law on behalf of

the State of Utah. M

Mary Ann Y t, Assocxat irector
Division of Gas & Mlm

A
Subscribed and swom to before me this H/ £ day of J Y :Jl ,19.9¢< .
Notary Public /

My Commission Expires:

foby voxd 39 9 2000

Attest:

STATEOF __ [ Mabh . )
COUNTY OF DALT JA¥C ) ss:

Page _’£ of i_l_




RECLAMATION AGREEMENT

AFFIDAVIT OF QUALIFICATION

PERMITTEE -
-000000-
I, R. Eberley Davis , being first duly sworn under oath, deposes and says
that he/she is the (officer or agent) Vice President and Assistant Secretary of

Lodestar Energy, Inc. ; and that he/she is duly authorized to execute and deliver the foregoing
obligations; and that said PERMITTEE is authorized to execute the same and has complied in
all respects with the laws of Utah in reference to commitments, undertakings and obligations

herein.

Vit f,é—e_\g&> w7

R. Eberley D/vis, Yice President
and Assistant Secretary

Subscribed and sworn to before me this 2 ﬁday of xjj{i‘/ , 19 Q?

OTARY PUBL!

My Commission Expires:

\/ééz Z8 )9/200/ ‘

UNDA KAY KUNZ)
Notary Public
D) State of Uich
37 My Comm. Explres jul 28,2001
201 South Mai Suite 1800 SLC UT 84145

Attest:

STATE OF UTAH )
COUNTYOF  Sar lage ) ss:

280199.1 Page _/ﬁ, of 3




LODESTAR ENERGY, INC,

Unanimous Consent in Lieu of
Meeting of Board of Dircctors

The undersigned, being the sole member of the Board of Dircctors of Lodestar Encrgy.
Inc., a Delaware corporation ("LODESTAR"), hereby conscnts to the following corporale action
in lieu of 2 meeting of the Board of Dircctors as if the same were held on Jhly 28, 1997, effective

as of said date as fully as if unanimously adoptcd at a duly called meeting of the directors:

Recitals

LODESTAR engages in various aspects of the exploration, development, production,
storage, transportation and marketing of coal. These activities require LODESTAR
through its agents to obtain from time to time various permits, licenses, identifying
numbers, orders and approvals necessary for the conduct of its business in normal course
(such permits, licenses, identifying numbers, orders and approvals shall hereinafter be
called "Permits™). All such Permits are issued by various governmental or regulatory
authorities, including the United States Office. of Surface Mining Reclamation and
Enforcement, the Kentucky Department of Surface Mining Reclamation and
Enforcement, the West Virginia Department of Energy, the United States Environmental
Protection Agency, the Kentucky Natural Resources and Environmental Protection
Cabinet, Department of Environmental Protection, Division of Water, the United States
Mine Health and Safety Administration and the United States Bureau of Alcohol,
Tobacco and Fircanns (hereinafter all such govenunental or regulatory authorities shall
be called "Govemment Agency," whether singular or plural). The purpose of the
resolutions adopted below is to appoint the named individuals as agents of LODESTAR
to execute and deliver to the appropriate Government Agency all manner of
documentation necessary for issuance or transfer of Permits.

Resolutions

RESOLVED, that each of John W. Hughes, Troy L. Francisco, Bill Potter, Tom Mattox.
John McHaule, Dennis Bryant, Alex Messamore, and R. Eberley Davis ("Authorized
Persons") be, and each of them is hereby, authorized and cmpowered to execute and
deliver to any Governmental Agency having jurisdiction over the business and property
of LODESTAR any and all documents necessary for the issuance or transfer of Permits
including, but not limited to, applications for the issuance and transfer thereof, and the
fact of execution and delivery thereof by any of the Authorized Persons may be relied
upon by the receiving Govemment Agency as conclusive evidence of the authority
granted such persons by these resolutions and this Board of Directors' approval of the
item thus received by the Government Agency; and




FURTHER RESOLVED, that in the event any Govemment Agency requires that the
authority of the Authorized Persons to act as provided herein be further evidenced by any
other document, any officer of LODESTAR shall be, and is hereby, authorized and
cmpowered to execute and deliver to the requesting Government Agency any such other
document which may be required by the Government Agency as evidence of the authority
of the Authorized Persons to act as described hercin and the fuct of execution and
delivery may be relicd upon by the receiving Government Agency as conclusive evidence
of the authority granted by these resolutions to such officer and this Board of Directors’
approval of the item thus received by the Government Agency; and

FURTHER RESOLVED, that in the cvent any Government Agency to whom a certificate
of these resolutions is to be delivered requires that these resolutions be certified in a form
other than the form in which the resolutions have been written, any officer of

+ LODESTAR, shall be, and is hereby, authorized and empowered to certify and deliver to
the requesting Govermnment Agency a certificate of these resolutions in such form as the
requesting Government Agency may require, whether or not the text of such certificate
has been actually presented 10 and approved by this Board of Directors and regardless of
whether the certificate states the effectiveness of the resolutions certified to be as of a
date other than the date of these resolutions, or that such resolutions may have been
adopted in the course of a meeting when they were in fact adopted by unanimous written
consent, or the converse thereof, and all of such resolutions so certificd shall be, and they
are hereby adopted as resolutions of this Board of Directors as though they have been
presented to, and approved by, this Board of Directors at a meeting or in an action by
unanimous written consent.

2
IN WITNESS WHEREOF, the undersigned has executed this consent as of the 27nd day

of July, 1997.

Le ert, Director ¢




RECLAMATION AGREEMENT

-

AFFIDAVIT OF QUALIFICATION

SURETY COMPANY
—000000—- _
I, ___Dawn L. Morgan , being first duly sworn under oath, deposes and say that
he/she is the (officer or agent) _Attorney-in-Fact of _Frontier Insurance

Company ; and that he/she is duly authorized to execute and deliver the foregoing obligations;
and that said SURETY COMPANY is authorized to execute the same and hzs complied in all
respects with the laws of Utah in reference 1o commitments, undertakings and obligations herein.

(;24@ & 22?_%
[NAME- POSITION

Dawn L. Morgan = Attorney-in-Fact

Subscribed and sworn to before me this_9th _ day of __ July ,19_99 .

NO ;mgm&c

My Commission Expires:
"OFFICIAL SEAL"
June 15 ,A9_2002 KELLY A. JACOBS
NOTARY PUBLIC, STATE OF ILLINOIS
MY COMMISSION EXPIRES 6/15/2002
Lol g oV P F IV W S Y TS
Antest:

STATEOF Illinois )
COUNTY OF _Cook ) s
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®
rontier
.o INSURANCE COMPANY
i Rusi Mill, New York 12778
th S1ocs Company)

.. POWER OF ATTORNEY

cae

Foom All Hen My Theee Presents: Thas FRONTIER INSURANCE COMPANY, 8 New York Corporation, having s principal oftice i
Rock Hill. New York. pursuani 10 1he foliowing resolution, adopiec by the Boar@ of Direciors of ine Corporation on ihe 41h 0ay of November, 1525:

“RESOLVED. that the Chairman of ihe Board, ihe Presigen. or any Vice President be, and heredy is. authornzed 1o appoint Anlorneys-ine
Faciio1epresent ang aciior and on dehall of the Company1e eaecuie DONSS, unoenakings. teCOPNiZBNCEs 3nC other coniracis ol ingemnity
ang wriings oblipaioty in The na1ure thereo!, an0 10 aNach 1hereio the OTDOIIE 383101 ihe Company. in the Iransaction of its surety business:

“RESOLVED. 1hatthe sipnatures and sniesialions of such otizers ang the sea! of the Company may be atfixet 10 any such Power ot Anorney
O110 any cenificaie retating thereio by Iacsimile, sn any such Powsr Of Anorney or tenificaie bearinp such lacsimile sipnatures or tacsimile
sealshall be valic ano binding upon the Company when s¢ atiis 0 with 125peC110 3Ny DONE, UNTEMIBkING, I8COPNIZaANCE O Othe! CONNa Lt of

inoemnity o1 writing oblipatory in the naiyre thereot:
“RESOLVED, tha1sny such Anorney-in-Faci delivering 3 secie:atisl centification thai the forepoing 1esolutions sulll be in efiect may insent in
Such cenification the oate theleol, 33i0 cale 10 be nD1 later 1n.an 1ng Osie Of Oelivery ihereof Dy Such Anorney-in-FacL”

This Power of Anorney is sipnsd and sealed in facsimile unoar ang by ihe authotity of the above Resolution.

DOES HEREEY MAKE. CONSTITUTE AND APPOINT: Lewis James Scheer, Michael J. Scheer, James |. Moore
L Alice Rhoads, Bonnie Kruse, Stephen T, Kazmer, Dawn L. Morgan

o - Countryside .in the State of Minois
13 1rve ang Iswiul Atlorneyis)-in-Fact with 1ull powsr and auihorhy heteby conlened in s name. DIBCS anc Nesd 10 3ipn, execule, scknowiecpe and

Osliver in i3 behall, ang a3 its act and geed, without power of tedeiegaion. as 1oliows:

Bonos gusranissing the figelhy of persons hoiging places 6! pubdlic or privaie rust pusramesing the periormance of coniracis other than
3ClioNs or proceedings or by law

insurance policies: an¢ execuling o pusrameeing bonds ant undenakings reavired ot permined in sll
sllowed; INAN AMOUNT NOT TO EXCEED THREE MILLION FIVE HUNDRED THOUSAND (83.500,000.00) DOLLARS: and 10 bind FRONTIER
INSURANCE COMPANY thereby as fully and 10 the same exie=i s il such bond or unoensking was sipnet by the duly authorized officers of

FRONTIERINSURANCE COMPANY, an sl the acis 0! 33i0 Anainey(s)-in-F ¢1 pursuant o the authority hetein piven are heredy 1atified ang
confirmad, .

Jn Witness Bhrrrol, FRONTIER INSURANCE COMPANY ot

sng hs Corporaie seal 10 be attixeg tnis - 20th ¢ceyel April

e
FRONTIER INSURANCE COMPANY é Z{

Aock Mill. New York, has caused this Power of Anorney 1o be signec by i Presicent

Siale 0! New York HARRY W, RHULEN, Presigent

County of Sullivan

Oonmis 2%th  cayot  Aprl .0 B7 belore the subseriber, s Nowry Public of the Siate of
New York in anc tor the County of Sullivan, duly commissionec ang euaified, came HARRY W, RHULEN of FRONTIER INSURANCE COMPANY 10
™e PErsondlly knowh 10 be the individual anc officer described Mien, SAC who execuied the Preceding insitumant ang acknowiedpec 1he
C2ELUIION 01 1he 3ame, and Daing by me July SwDIR, BepOsed BNg $3:¢. 1531 he is the ONiCe! ol the Company sioressit. snc 1naiihe sealaflixed101he
preceding insirument is the Corporsie Seal ol ihe Company. anc ihe Corporsie Ses!and signature 35 an officer ware Suly aflixe0 and subscribed 1o
e saig &i:';uum.m byinhe suthority AR Girection of the Corporation. anc 1ha1 ing resciuiion of the Company, 1elered10inihe preceding insirument,
i3 Now o1ce. .

3In Euﬁmnnp mhrrrn{. I have hereunio se1 my hang, anc aftisec my oflicial seal 3t Rock Hill, New York, ihe day and year above wrinan.

NANCY V., PIERRO (/

Notary Pubdlic Siate of New York
Susivan Coumy Clerk’s No. 23985
Commission Expires Juty 8. 2000

38

CERTIFICATION

LJOSEPH P.LOUGHLIN, Secrewry of FRONTIER INSURANCE COWMPANY of Rock Hill, New York. 0o hetady cenily that the 1orepoing Resohion
20opiec by 1ne Bosrd of Direciors of this Corporation and thg Powers o Anornty iSBURG PUTSLRNT INIEID. A1€ 11U NU COIECL SNC K31 DOTY the

Resoluiion ang ihe Powsrs of Anorney are in full force snd sfiect
In WBitnsss Jhrreof, h)v;gbﬂcvmo 361 my hang ang atired the facsimile seal of the corporation inis 9th cay of

2 g 4 Wﬂ,/@m

/JOSEPH P 1 DUGHI 1N Sarcoars




Lodestar Energy, Inc. .
Mountain Operations
White Oak, Horizon, and Grand Valley Mines /‘L““"Z

LODESTAR ' HC35 Box 370

ENERGY

Helper, Utah 84526

May 1, 2001 - RELC‘ Ve ‘ﬂ

MAY n4 ')'lq, _7La
Ms. Pamela Grubaugh-Littig Divisizyy, e i 7 5 ;
Utah Coal Program OIL GAS AN wippia
Utah Division of Oil, Gas and Mining ‘ gmz.«/
1594 West North Temple, Suite 1210 M Ldlex
Salt Lake City, Utah 84114-5801 ‘ ' 1) )9%.1,0 _

SUBJECT: Original Documents for’ Adding Rider Naming OSM as additional
Obligee on Horizon Mine’s Reclamation Bond

Dear Ms. Grubaugh-Littig:

Lodestar Energy, Inc. is respectfully submitting the original documents for the adding of
OSM as an additional Obligee on Horizon Mine’s Reclamation bond.

Attached are the original rider, affidavit of qualification from the surety company,
affidavit of qualification from the permittee (Lodestar) and the stipulation to revise
reclamation agreement.

If there are any questions, please feel free to call me at (435)448-9454 or 9455.
Sincerely,

L’-—-—"':L';?’ - \*\..&L —

David B. Miller
Business Manager

File:/Horizon/Dogm/DOGMO010501.doc
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INSURANCE COMPANY
2636 Eim Hill Pike,"Suite 500
Nashville, TN 37214
(A Stock Company)

POWER OF ATTORNEY

Buow All Fen Hy These Prescuts: That FRONTIER INSURANCE COMPANY, a New York Corporation, having its principal office in
Rock Mill, New York, pursuant 1o the foliowing resolution, adopted by the Board of Directors of the Corporation on the 4th day of November, 1985:

“RESOLVED, that the Chairman of the Board, the President, or any Vice President be, and hereby is, authorized to appoint Auqrneya-in-
Factlo represent and actfor and on behall of the Company to execute bonds, undertakings. recognizances and other contracts of indemnity
and writings obligatory in the nature thereof, and to attach thereto the corporate seal ot the Company, inthe transaction of its surety business;

“RESOLVED. that the signatures and attestations of such officers and the seal ol the Company may be affixedto any such Power of Attorney
or to any certificate relating thereto by facsimile, and any such Power of Attorney or certificate bearing such facsimile signatures or facsimile
seal shall be valid and binding upon the Company when so alffixed with respect to any bond, undertaking, recognizance or other contract of
indemnity or writing obligatory in the nature thereof; .

“RESOLVED, that any such Attorney-in-Fact delivering a secrelarial certification that the foregoing resolutions still be in effect may insertin
such certification the date thereol, said date 10 be not later than the date of delivery thereof by such Attorney-in-Fact.”

This Power of Atlorney is signed and sealed In facsimile under and by the authority of the above Resolution.
DOES HEREBY MAKE, CONSTITUTE AND APPOINT: Lewis James Scheer Michael J. Scheer James . Moore
Alice Rhoads Bonnie Kruse Stephen T. Kazmer Dawn L. Morgan Feggy Faust Kelly A. Jacobs

Countryside llinois
of .in the State of ’
its true and lawlul Attorney(s)-in-Fact with fuil power and authority hereby conferred in its name, place and stead to sign, execute, acknowledge and
deliver in its behall, and as its act and deed, without power of redelegation, as follows:

Bonds guaranteeing the fidelity of persons holding places of public or private trust; guaranteeing the performance of contracts other than
insurance policies; and executing or guaranteeing bonds and undertakings required or permitted In all actions or procsedings or by law
allowed: IN AN AMOUNT NOT TO EXCEED FIVE MILLION ($5,000,000.00) DOLLARS; and to bind FRONTIER INSURANCE COMPANY
thereby as fully and to the same extent as If such bond or undertaking was signed by the duly authorized officers of FRONTIER INSURANCE
COMPANY, and all the acts of said Attomaey(s)-in-Fact pursuant 1o the authority herein given are hereby ratified and confirmed.

. 3 Witness Whereof, FRONTIER INSURANCE COMPANY of Rock Hill, New York, has caused this Power of Attorney to be signed by ts
Vice President and its Corporate seal 10 be atfixed this 7th day of December A

* FRONTIER INSURANCE COMPANY

8Y:
State of New York :
County of Sullivan 88 ) DAVID E. CAMPBELL, Vics President
Onthis 7th day of December , 1994 | before the subscriber, a Notary Public of the State of

New York in and for the County of Sullivan, duly commissioned and qualified, came DAVID E. CAMPBELL of FRONTIER INSURANCE COMPANY
to me personally known to be the individual and officer described herein, and who executed the preceding instrument, and acknowledged the
execution of the same, and being by me duly swom, deposed and said, that he is the officer of the Company aforesaid, and that the seal affixed to
the preceding instrumant is the Corporate Seal of the Company, and the Corporate Seal and signature as an officer were duly affixed and subscribed
to the sald instrument by the authority and direction of the Corporation, and that the resolution of the Company, referred fo in the preceding

instrument, is now in force.
An mnﬁmunu thrlaf, | have hereunto set my hand, and affixed my official seal 8t Rock Hill, New York, the day and year above written.

dlioi Q- Zowire
ALICIA A. LANESE
Notary Public State of New York

Sullivan County Clerk’s No. 2386
Commission Expires July 8, 2000

CERTIFICATION

|, JOSEPH P. LOUGHLIN, Secretary of FRONTIER INSURANCE COMPANY ol Rock Hill, New York, do hereby certify that the foregoing Resolution
adopted by the Board of Directors of this Corporation and the Powers of Attorney issued pursuant thereto, are true and correct, and that both the
Resolution and the Powers of Attorney are in full force and effect.

In Mitness ﬂhl‘“l’f. 1 have hereunto set my hand and affixed the facsimile seal ol the corporation this 27th day of

o et oot

( ] 7 JOSEPH P. LOUGHLIN, Secretary




Frontier Insurance Company

Rider to be attached to and form a part of Bond Number 143714 on behalf of Lodestar Energy,
Inc. at 333 West Vine St., Ste. 1700 Lexington KY 40507-1628 (Principal), and in favor of
State of Utah, Division of Oil, Gas & Mining (Obligee), e—xecuted by the Company indicated
above (Surety) in the amount of Seven Hundred Eleven Thousand And No/100 Dollars
($711,000.00), effective July 9, 1999. |

The Principal and the Surety hereby consent to adding the following to the said bond:

U.S. Department of Interior, Office of Surface Mining Reclamation and Enforcement
(OSM) as additional Obligee, and;

“In the event the State-Federal Cooperative Agreement (944.30CFR Chapter VII (7-1-2000

edition)) between Division and OSM is terminated then the portion of the bond covering
Federal Lands will be payable only to OSM.”

Nothing herein contained shall vary, alter or extend any provision or condition of the bond other
than as above stated.

Signed, Sealed and Dated this 27™ day of March, 2001.

Lodestar Energy, Inc. Frontier Insurance Company
Principal Surety
By: % ;L& CDQ Ve B)’ZQM . W
R Ededley Davis Dawn L. Morgan, Attorney-in-Fact
| 7 Viex P. f-&é lﬂ uj’




STATE OF ILLINOIS }
}S.S.
COUNTY OF COOK }

On March 27, 2001, before me, a Notary Public in and for said County and State, residing
therein, duly commissioned and sworn, personally appeared Dawn L. Morgan, known to
me to be Attorney-in-Fact of Frontier Insurance Company, the corporation described in
and that executed the within and foregoing instrument, and known to me to be the person
who executed the said instrument, and known to me to be the person who executed the
said instrument on behalf of the said corporation executed the same. :

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal, the
day and year stated in this certificate above.

"OFFICIAL SEAL"
KELLY A. JACOBS

NOTARY PUBUC “TATE OF 'LLINOIS
MY COMN HIASTRN R okt b4 GRS A ‘514002

~nit . \,\M D A el w o~

My Commission Expires on June 15, 2002




AFFIDAVIT OF QUALIFICATION
SURETY COMPANY
~000000—

I, Dawn L. Morgan, being first duly swomn under oath, deposes and says that he/she is the (officer

or agent) agent of Frontier Insurance Company ; and:

that he/she is duly authorized to execute and deliver the forcgoixfg obligations; and that said SURETY
COMPANY is authorized to exccute the same and has complied inall respects with the laws of Utah in

reference to becoming sole surety upon bonds, undertakings and obligations herein.

Cdu,rr\ - %

Dawn L. Morgan

Attorney-in-Fact
(Position)

Subscribed and sworn to before me this 27th day of _Mazch ,20_01.

IVAYS)
No ic
WINSNI NSNS o P s MN-. “..

"OFFICtA!L SLAL”
My Commission Expires: 6/15/2002 KELLY A, 'Ac,nus

NOTARY PUBLC. STATL OF LUINOIS
Attest: LMY COMMIRE: Lavie 6115/2002
STATE OF Illinois )

COUNTY OF _Cook )ss:




AFFIDAVIT OF QUALIFICATION
ASSOCIATE DIRECTOR
-000000--

Mary Ann Wright, being first duly sworn under oath, deposes and says that she is the
Associate Director of Mining for the Division of Qil, Gas and Mining, Department of Natural
Resources, State of Utah; and that she is duly authorized to execute and deliver the foregoing

obligations; and that said Associate Director is authorized to execute the same by authority of

/
(Signed) A%?%%

Mary Ann Wright, Associate Dj
Division of Oi and Mini

laws on behalf of the State of Utah.

r, Mining

Subscribed and sworn to before me this 7 g'day of 77244; ,200/ .

_Qlél_éu_ﬁtau/
otary Public

My Commission Expires:

hpne? of 2075

Attest:

STATEOF ___//ale )
) ss:
COUNTY OF _Seé/ Lats. )




AFFIDAVIT OF QUALIFICATION
PERMITTEE
—~000000—

I, R. Eberley Davis, being first duly swomn under oath, deposes and says that he is the
Vice President of Lodestar Energy, Inc., the PERMITTEE; and that he is duly authorized to execute and
deliver the foregoing obligations; and that said PERMITTEE is authorized to execute the same and has

complied in all respects with the laws of Utah in reference to commitments, undertakings and obligations

R. Ebcrlcy Davis, Vice Pr

Subscribed and swom to before me misalj’;i’day of ng [ ,2001.

Notary Public
My Commission Expires: 6/29/2002
Attest:
STATE OF _KENITUCKY )

COUNTY OF _FAYETTE __ )ss




Permit Number: C/007/020
Effective Date: 'i’k%(./{ 2 Jvo/

COAL .
STIPULATION TO REVISE RECLAMATION AGREEMENT
--000000-- _

This STIPULATION TO REVISE RECLAMATION AGREEMENT entered into by and
between the PERMITTEE and DIVISION incorporates the following revisions or changes to the
RECLAMATION AGREEMENT: (Identify and Describe Revisions Below)

The addition of a rider to the reclamation bond to include the Office of Surface Mining
(OSM) as an additional Obligee. This was required because of the addition of a portion of
Federal Lease UTU-74804 to the permit area.

In accordance with this STIPULATION TO REVISE RECLAMATION AGREEMENT,
the following Exhibits have been replaced by the PERMITTEE and are approved by the
DIVISION:

Replace the RECLAMATION AGREEMENT in its entirety.

Replace Exhibit "A" - PERMIT AREA.

X  Replace Exhibit "B" - BONDING AGREEMENT. (Insert rider and affidavits of

: Qualification)
—— Replace Exhibit "C" - LIABILITY INSURANCE.
The BONDING amount is revised frorﬁ 63 )to (3 ).
The BONDING Type is changed from to
The SURFACE DISTURBANCE is revised from acresto________ acres.
The EXPIRATION DATE is revised from to

The LIABILITY INSURANCE carrier is changed from

to

The AMOUNT of INSURANCE coverage for bodily injury and property damage

is changed from ($ Yto ($ ).




WITNESS WHEREOF the PERMITTEE has hereunto set its signature and seal
thiS'?_zg ay of A‘pxil ,20_01 .

By:

R. Eberley Davis //
Title: Vice President

ACCEPTED BY THE STATE OF UTAH
this 7 day of =" /Aamy. 200/

\"%f’w/ |

Aesot/wle Directo Diﬁon of O, Gadand Mining

NOTE: An Affidavit of Qualification must be completed and attached to this form for cach authorized agent
or officer. Where one signs by virtue of Power of Attomey for a company, such Power of Attorney
must be filed with this Agreement. If the PERMITTEE is a corporation, the Agreement shall be
executed by its duly authorized officer.
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. | CONFIDENTIAL

This Aggregate Reinsurance Agreemsnt (“"Reinsurance®) is made betwesn
Frontier Insurance Company, (the <Reinsured®) and National Indemnity
© Company, Omaha, Nebraska {(the “Rainsurer”).

ARTICLE 1. EFFBCTIVE DATEB AND TERMS OF AGREEMHH‘

, The Reinsurance shall incept at 12:01 A.M. Bastern Daynght: Time 3pEEH
51,2000 (the "Effective Data*), Unless novated pursuant to Article 7, thia
“Weiristirance zhall expire at the sarliexr of: (i) che payment by Rainsursr
of the Aggregate Limic of Liability provided for in Article 2 of this
Reinsurance ("the Aggregata Limit®); or (ii) the extinguishment of all
Covered Liabilities.

Reinsursy, through the Claims Administrator, shall pay on bcbalt of
the Reinsured any and all Ultimate Net Loss in relation to BREYy
%l@s 28/ subject to the terms, conditions, exclugions and A ragat’

stated in this Reinsurance. Subject to Article 12, Reinsurer’s
ocbligactions to pay, through the Claims Administracor, on behalf of the
Reinsured axe not dependant upon prior payment by the Reinsured of
Ultimate Net Loss, as tha parties to this Reinsurance intend that
Reinsurer, through tho Claims Administrator, SMwl¥vpef-aliciamounss:..af: . «

Bl mseca: 1o, meﬂ! as and when due directly
on behalf of the Reinsured in accordanca with Article 16.

The Rainsured and Rainsurer confirm that it is their mutual intent
that the Reinsurars' lilabilities under thiz Reinsurance follow from and
are jidentical to any and all liabilities of the Reinsured for Ultimate Net
Loss in connection with Covered Liabilities, subject to the texms,
conditions, excluajions and Bimi¥” of this Reinsurance.
Rainsurer, ctherefora, agrees at its coverage obligation under this
Reingurance is identical in any and all respecta to the Reinsured's
caveracl;e obligationgy for Covered Liabilities subject to the texrms,
conditions, exclusionz and Aggregate Limit of this Reinsurance. The
parties to this Rasinsurance intend that, subjeat to the terms, conditions
and exclusions of this Reinsurance and the Aggregate Limit, the Ralnsured
shal)l be subject to wo liability for Ultimate Net Loas whatsoever for
Covered Liabilities which are covered by Reinsuraxr hereunder.

ARTICLE 2. INDEMNITY ' ' ‘ —

Reinsurer, through the m.i.u Mnlnh:n:or. hcreby agrgu to pay on
bchalz :rt the Re!.nsured th*‘?ﬁ . ). Smn s PR g St P Pl
uhf'mn N0 CINCUMSTANCES wm THER nntsun nx x.mu m uou

V.S. $300,000,000 (BIGHT NUNDRED MILLION UNITED STATXS DOLLARG) IR IO/Sjw

AGGREGATE INCLUSIVE OF ALL EXPRNSES AND COSTS AY REASCQN OF IMTRRING INTO
TRIS REINSURANCE. In applying Artigle 2, all Ultimate Net Loss arising out
of this Reinsurance shall be 1included ia determining the time of
exhaustion of the Aggregate Limit. A single Aggregate Limit shall apply to [
this Reinsuxance. —

ARTICLE 3. EXCIOSTONS

_ A. This Reinsurance shall not cover any liabilicy paid or booked as
goid by Reinsured bafore the Rffective Date as determined by the
ks and records of Rainsured;

.

ooy

B, SQVB as c:ho:wiso expressly provided herein, ‘Wkte:: & hix
% 3 14 - oz’tu “NetWitked: thak  vas: DOS  dodd llYihla‘ ¥
M\Mthc&hmwci This exclusion shall not de construed

2 -
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COBREIDENTIL

to exelude from céverage loss payments that are awaiting payment in
the normal process following settlement and or billing fn
of such lomses.

respact

The phrase YHE&ind. Payibtes./in this Exclusion B shall mean
existing, uncontingent, undisputed and in respect of which
gayment of a known £fixed amount can ba enforced either
mmadiately or after a known fixed period of time.

Nothing in this Exclusion B shall be construed to exclude
liabilities not accepted or agreed by Rsinsured prior to the
Bffective Date aven though Insureds may have presented claims,
commenced suits, advices, proofs of loss (or othar billing
statements) for such liabilities. Examples of such liabilities
would include, but not be limiced to, 1liabilities for which
Reinsured instituted a coveraga investigation, or denied coverage
pending further datail or information with respect to
environmental, toxic tort, latent disease or asbestos ralated
claims. (Thesa categories axe not exclusive but maraly by way of
example and guide.)

This Rsinsurance shall not cover any liability of the Reinsured
for: (1) any tortious act of the Reinsured; (2) any failure of
the Reinsured to car out its contractual obligations undar the
Insurance Policies/Re urance contracts in good faith; or (3)
any action of the Reinsured in bad faith. Coveraga -for the

Rainsured's liability for any act or omission the Reinsurer -

and/or the Claims Admin{strator, acting on the Reinsured'a behalf
or as the Rasinsured's agent pursuant to this Relnsurance shall
not be excluded. With xmsspect to activities not involving the
fraud or purposeful tortious oconduct of the Reinsured, this
Exclusion shall only oganeo upon a final determination that the
Reinsured was guilty of the stated wrongful conduct and then only
as respects damages awarded directly therefor.

This Rainsuranca shall not cover any tax, whether paid directly
by the Reinsurad or billed to the Reinzursd by or through a
csdent, regardlaess of whether thes tax is denominated as an income
tax, excise tax, premium tax, surplus lines tax or any other tax.
Notwithstanding ] toxe?oinli. 2 tax applicabls to any expense orx
fes for which Rainsurer is liable under this Reinsurance shall be

included as VUltimata Net Loss and shall not ba excluded
hercundey.

i i j:

DL 310 BN0% A

. 4. pOVAGY;. disnad .within

. ARTICLE 4. . DEPINITIONS . S .o

—'-.. ¥ * o .' . . . ’ t, ’
SEAQ".prial. “Accident Year” means on occurrenca-based busineass,

M4 mentTed it RRADATRRA PR isig. Addid

“all occurrences during a given calendar year, and, on claims-wade

business,” all claims made during a given calendar year. Fiiiss/

3

used 3Iin this Retrocsssion, the term Shizes
SN S T Yot B LT

viie v
rERA <

R -7t AT IR
iR ﬁtn&f
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- CONFIDENTIAL

s"af¥dr-312/31/1999 for which coversds iz provided W Relisuicd -~
poktuvies ‘vriseen: S elifinonads  BOiiR whete thkz podicy. .
xier to 12T/ 9gEav s mXtasdERIYagertEn WW!QMFAE.T
I1 heé covered by this Reinsurance.

ance, the term SElRiFisads’
SPORY. AR AYdY -4X)” binders,

: o4 contracts o nsurance or
reinsurance and xsiewa modifications thereof and all
endorsements or riders thersto for which Reinsured insures or
reinsures Covered Liabilities, .

C. Whsrever used in this Reinsurance, the term "Ultimate Net Loss*
.shall mean the sums payable by the Reinsured as Covered
Liabilities on or aftar the Bffective Date save as otherwise
excluded under Article 3. Ultimate Net Loss shall includs, but is
not limited to, punitive dJdamages, sattlemencs,  Jjudgments,
arbitration .panel awards, claim payrents, Allocated Losz
Adjustment Expenses, Unallocated Loss. Adjustment Expenses,
Administracive Costs, expenses and fees for detexrmining coverage
under any Insurance Policy/Reinsurance Contract, expenses to sesek
any recoveries, consideration for commtations, reinstatement
premium payable to Reinsured's reinsurers or Retrocessionairas
and any other fees or expensex of any nature or kind for which
the Reinsured is 1liable under any Insurance Poligy/Reinsuxance
Contxant.

Sy
=
-

3. Whersver used din this Reinsur
J W (pg ‘-;

D. HWherever used in this. Reinsurance, the taxm ®Allocated Loss
Adjustment Expense® shall maan all court, arbitracion, mediation
or other dispute resolution costs, attorneys feas, expenses, feas
and iatersst accrued prior to or after any judgment, award,
agreement or compromise (excluding Administrative Costs) incurred
in connection with any defensa, investigation or audit of,
resistance to or nesgotiations in relation to Covered Lianbilities.
Expenses which ara not Allocated Loss Adjustment Expenses shall
be Unallocated Loss Adjustment Expenses.

E. Y¥Nbersver used in this Reinsurance, the term "Adwministracive Costs®
shall wean all costs and expenses (including salaries of
officials and employees of the Reinsurer and/or Claims
Administrator) incurred by Reingursr and/or Claims Administrator,
in connection with its obligations as described in Axticla 16 of
this Reinsurance on or aftar the 2ffective Date, but which arxe
not allocated to a specific loss or to a specific Insurance
Policy/Reinsurance Contract. Administrative Costs shall bae
included in Ultimate Net Lass. :

F. HWherever used in this Reinsurence, the Lkexm 'bnderlying Claimg®
shall mean all the liabilities aund cbligations of Reinsured
arising undar any Iasurance Policy/Reinsurance Contract.

d. Whenever used in this Reinsurance, the term *Insured® shall mean
an insured or cedent under an Insuranca Policy/Reinsurance
Coatrackt, and the terw "Claimant™ shall mean a person asserting a
claim againat an Insured for which the Insured claimz coverage
o« o under an-Insurance Policy/Reinsurancs Cenmkract. ..

ARTICLR S. SALVAGES AND SUBROGATION ANU OTHER RECOVERIES

It is hereby understood and agreed that the Reingursd agaigns to
Reinsurar any rights with respect to salvage, subrogation or rsinsurance
recoveries which may have acczusd to Reinsured prior to the Effective Date

4
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in connection with Covered Liabilities for so long as this Rainsurance iz
in effect. For so long as this Reinsurance is in effect and thereafter as
provided herein, the Rsinsurer shall be subrogated to all of the rights of
the Reinsured against any person or antity liable to the Reinsured or
Insureds in respect of the Ultimats Net Lass and Relnsurer shall be
entitled to any salvaga ox subrcogation to which Reinsured would be
entitled. Ths Reinsured specifically assigns to Reinsurer all rights which
Reinsured has to collect subrogation, salvage and all othaxr amounts due
Reinsured. The Reinsurer is hereby authorized and empowered to bring any
appropriata action to enforce such rights in thea name of the Reinsured ta

e extent Reinsured has been granted said rights., Tha whole of any
recaipts of Reinsurer under this Articls shall be credited for ths sols
benefit of tha Relnsurer.

ARTICLR 6. PREMIUM

As the gzole consideration for the rights and obligations sat forth in
thiz Re{nsurance, Reinsurer agrees to accept and Reinsured agrees to pay a
Reingurince Premium of $4%0,000,000 (Pour Hundred ¥inety Million United
States Dollars) less Ultimate Nat Loss paid by Reinsured on or after the
Effective Dats but bafors Ssptambar 27, 2000 plus intexeat from ths
Effective Date through September 27, 2000 at the zate of thrase month V.S, -
Treasury Securities in aeffect at tha close of the financial markets on
June 30, 2000 .on the average dally balance of Reinsurance Premium lesws
-Ultimate Net Losa Paid. Premium shall be payable by noon Eastern Daylight
Time on Septamber 27, 2000. It is understood that sowe compononts of
Ultimate Net Loss used to computs the amount of funds transferred on
September 27, 2000 will necessarily be estimates and that a trua-up to
agtual amounts, with intereat, will be completsd no later than November 1,
2000. Payment shall be made im immediately available U.8. funds as

follows:
To National Indemnity Cowpany by wirs transfer to:

Halls Fa Bank Nebraska, N.A.

Omaha, Nebraska

ABA #104000058

Por the account of National Indemnity Company
. Account No, 1150001492

ARTICLE 7. NOVATION

Subject to ths approval of the New York Department of ‘Insurance, the
Reinaured shall have the option to negotiata a novation or replacement of
this Reinsurance at December 31, 3001 or any calendar qQuarter ending
thereaftar. The Reinsured shall prouvide notice of its election of this
option to the Reinsurer no less than forty-five (45) days prior to the
date it wishes to novats or replace the Reinsurance provided hexsunder,
Upon pnovation or xeplacevent, and following execution by the paxties of
Reinsurer’s Novation, Indemnification and Hold Harmless Agreemeant,
Reingurer shall transfer to tha Novating/Replacement Reinsurer 97.5% of
Reinsursnce Premium, or such other amount as mutually agrsed, less all
Ultimata Net Loss (inoluding all Allocated and Unallacated Loss Adjustment
ngomas and all Administrative Costs) paid by Reinaurer undery cthis
Reinsurancas. *
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ARTICLE 8. CURRENCY .

For the purpose of measuring ercsion of ths Aggregate Limit, payments
by Reinsurers to or on behalf of the Reinsured in currenciss other than
U.S. dollars shall de converted into U.S. dollars at tha rate of axchange
commercially in effect for large transactions on the dats the original
payment iz made by tha Rainsurer.

ARTICLE §. ERRORS AND OMISSIONS

Any inadvertent error or omission on the parxrt of the Reinsurasd or the
Reinsurer shall not relieve the othsr party hersta from aoy liability
which would have attached herzundar, provided that such arror or omiasion
is rectified as soon as possible after discovery. Payment by the Reinsurer
does not constitute a waiver of any rights or remedies it has under this
Rainsurance to. xrectify any incorrect payment or any paywent which is found
not to ba due, Raports submitted by one party hereto to the other do not
constitucs a waiver -of any rights or remedies that the party has under
this Reinsurance to rectify any incorrect reporty. Nevertheless, oothing
contained in this Article shall be hsld to overrida the tarms and
copditions of this Reinsurance, and no liability shall be imposed on any
party hersto greater than would have attached had such error or omiasion
not occurred. '

ARTICLE 10. ACCESS TO RECORDS

A, 3y Reinsursr. The Reinsured shall make available for inspection,
and place at the digsposal of Reinsurar at all reasonable tiwmes,
all records of the Reinsured ralating to this Reinsurance. The
Reinzsured shall also make available for inspection and place at
the disposal of Reinsurar at all reasonable timas, all rscords to
which the Relmsured may bave access, hy taerms of any xeinsurance
agreemant or otherwise., Reinsurer shall have the right to examine
and copy at any reasonabla time all papers, books, accounts,
documents, and othor records of the Reinsuxed and records to
which the Reinsured may have access, xelating to the business
covered by this Reinsurancs, It is agreed that Reinsurex's right
of access to rxecords shall continue as long as either party
hexeto has a claim against the other arising out of this
Reinsurance, .

- By the lReinsured. The Rainsurer s3shall make available for
inspectidn, and place at the disposal of the Rainsured at all
reasonabls times, all z=zcords of the Reinsurer relating to
Covered Liabilities undexr this reinsurance. The Reinsurer shall
also make availablas for inspection and place at the disposal of
the Reinsured at all rasaccunable times all such records to which
the Reinsurer may have access, by tarms of any reinsurance
dgresement or otherwise. Tha Rainsured shall have tha right to
examine and copy at any .reasocnable time all papers, books,
aocounts, documents, and other recoxds of the Reinsurer relating
to. the business covered by this Reinsuraance, and any Insurance
Policy/Reinsurance Contract in the possession of Reinsurer. It is
agread that the Refinsured's right of accsss to records shall
continue as long as either party herzeto has a claim against the
other arising out of thia Reinsurancs. . . .

The parties hereto agrea that this Reinsurance is not cancelabla or
voidable, except us set forth in the Novation provision. This Reinsurance
is tha entirxe agreement between the Reinsurer and the Reinsured and shall

6
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not be subject to, or modified by, any prior representations oxr
agreements, writtea or oral, except as otherwise expregsly indicated
herein. Reinsurer agrees that this Reinsurancs shall not be subject to any
claims brought by it whatsocever arising out of any alleged statements,
representations, disclosures or non-disclosures by, or on behalf of, the
Reinsured. No liability shall attach to the Reinsured in this regard zave
in the event of Reinsured's proven deliberate misrepresentation or non~
disclosure. - :

The termz of this Reinsurance shall not be waived, modified or changed
except by written amendment executed by a duly authorized officer of the
Reinsurer and the Reinsuxed. No amendment to the Ingurance
Policies/Reinsurance Contracts aftar the Bffective Date shall enlarge or
altsr the obligations or liabilities of the partlies heresunder unlass the
parties have consented in writing to such amendment. This Reinsurancs oay
not be assigned by Reinsured or Reinsurer without the consent of the other
party hersto. In the avent that any provision of this Reinsurance is found
to be invalid, voidable, void or otherwise unenforceable, the inteation of.
the parties is that the remaining provisions shall be reformed so as to
carry out their mucual inteantions.

ARTICLE 12. INSOLVENCY OF THE REINSURED
o { A i
Ui fnnpe

&5 SELEAR S, 7
 FRVRMALE S 01,

E"iﬂr’. 3] 7 y, .
“the . . Inatrance: ¢

pnd Y : :
cOQuiTaRts

In the aevent of the insolvency of tbe Reinsuxed , this reinsurance
shall be payable directly to the company or to its liguidator, receiver,
conservator or statutoxy - succaaszor imdiatelz uzon demand, with
reasonable provision for verifjcacion, on the basis of the liability of
the insolvent company without diminution because of the insolvency of the
company o©r because the liguidator, receiver, conservator or statutory
zuccessor of the company has failed to pm all or a portion of any claim.
It is agreed, howaver, that the liquidater, =receiver, conservator or
astatutory succezsor. of the company shall give written notice to the
Relinsurer of the pendency of a claim against the company indicating the
policy or bond reinsured which claim would iavolve a possible liability on
the part of the Reinsurer within a reasonabls time after such claim is
filed in the conservatien or 1liquidation proceeding or in tha
raceivership, and that during the pandency of such claim, the Reinsurer
may investigate such claim and int sa, at its own expensa, in the
procaeding whers such claim is to be a judlclted. any defense or defenses
that it may deem available to the company or its liquidator, raceivar,
conservator or statutory successor. The expense thus Incurred by tha
Reinsurer shall be chargeabls, subject to tha approval of the Court,
againat the company as part of the expense of conservation or liquidation
to the excent of a pro rata share of the benefit which may accrue to the
company $olely as a result of tha defense undertaksn by the Reinsurer.

It is further understood and agreed that, in the event of the
insolvency of the Reinsured, the reinsurancs undex this Contract shall be
payable diregtly by the Reinsurer to the company or to its liquidator,
receiver or statutory successor, except as Jprovided by Saction 4118(a) of -

"= the Now- York Ingurance Law or “except (1) wiere the Reinsurer with the .
- consent of the direct insured or insureds has assumad such’ policy:-
obligations 'of the company as dirxect obligaticns of the Reinsurar to the
payees under such policies and in substitution for the obligations of the,

company to such payses. - .
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The Reipgured shall have no xight to reinstate coverage under this
Rainm:‘ranca upon exhaustion of the Aggregate Limic or for any other
reason, .

ARTICLE 13. NO REINSTATEMENTS

ARTICLE 14. RIGHRTS OF THIRD PARTIES

Nothing in this Reinsurance, express or implied, is intepded, or shall
be construed to confer upon or give to any pexson, firm or cozxporation,
{other than the parties hereto and their permitted assigns or succassors)
any rights or remedies undar or by reason of this Reinsurance. .

ARTICLE 15. NOTICES

All notices to another party hereto shall be in writing and sent by
telecopier, or by certified mail, return raceipt resquested, and addresged
to the party to wbom addressed, as follows: .

National Indemmity Company
100 Pirst Stamforad Placa -
Stamford, Connecticut 06902
Attas General Counsael
Telecopy:s (203) 363-5221°

Frontiser Insuranca Companx
195 Lake lLouise Marie Roa

11, NY 12775
Attn: Prasident - Telecopy: (845) 79¢ 1300

Any party hereto may change the foragoing address or facsimile number
oxfxfthii:ty {(30) days notice to the other parties, Notice shall be deemed
effective: -

1. if comunicated by telecopier at the time of transmission, ang,
for tha purpose of proving such transmigsion it shall be
sufificient to prove that the facsimile transmission was made to
the number potified by the party in question for this purpose and
that a transmission repoxt was recelvad from the machine from
which tha facoimile was sent which indicates that the facsimile
mu1 :enn’ in 4ica entirety to the ¢facaimile nunber of the
reciplient. ° .

2. if sent by certifiad mail at the expiration of sevency-two (72)
hours after the envelope containing the sanea wan dalivered into
the custody of the United Btates postal authorities, and shall be
etteg:ive zotwithatanding that it may be mdadelivered or raturned
undslivered. ' )

ARTICLE 16. REINSURERS RIGHT TO ASSOCYATE

In connection with this Reinsurance, the Rsinaured has entersd into
a Claims Adminisvration Agreemant with National Liability & ¥ire Insurance
Company (the Claims Aduinistrator). Notwithstanding that agrsement, tha
Reingurer hereundsr shall be sacitled at ies own axpenss to asszociata in

"the handling of any claims, °whether dirsct or reinzurahde and

commutationa, both inwards or outwards, in connection with the Lusinesa
covered herasunder. .

12
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Article 17. CRANGE IN ADMINISTATIVE PRACTICES OR _CORPORATE STRUCTURE

The Reinsured shall not voluntarily undergo or make any changae in its
administrative practices, corporate structure, or domicile withouk the
prior written consent of the Reinsurer. which shall not ba unreagonably
wirhbeld., This provision shall not be comstrusd to restrict Reinsured
from implementing new internal procedurses or protocols in the nermal
course of its business. . -

Article 18. ARBITRATION

This Clause shall form a separate Agresment between the Reinsured and
the Reinsurer from the main Contract (the terms and conditions of which
are more fully expressed heraintofore).

All matters in difference between the Reinsured and the Reinsuror
(hareinafrer referred to as “the parties”) in relation to this
reinzurance, including its formation and validity, and whether arising
during or after ths period of this reinsurance, shall be refexred to an
Arbitration Tribunal in the manner hereinafter set out.

Unlass the parties agree upon a single Arbitrator within thirty days
of one recaiving a written request from the other demanding Arbitratioa,
the Claimant (the party requesting Arbitration) shall appoint his
Arbitrater and give writtea notics thereof to the Raspondent. within
thirty days of racaiving such notice the Raspondent shall appoint his
Axbitrator and give written notice thereof to the Claimant, failing which
tha Claimant may nominate an Arxbitrator on behalf of tha Respoudent.

Should the Arbitrators fail to agree, they shall appoint by murual
agreement only, an Umpirs to whom the matter in difference shall be
referred. -

Unless the parties otherwise agree, the Arbitration Tribunal shall
consist of persons employed or engaged in a senior position in Insuranca
or Reinsurance undexwriting or claims. .

The Arbitration Tribunal shall have power to fix all procedural rules
for the holding of the Arbitration including discretionary power to make
ordars as to any mattars which it may consider proper in the circumatances
of the case with regard to pleadings, discovery, inspaction of documents,
examinatien of witnesses and any other matter whatsoever ralating to the
conduct of tha Arbitration and may receive and act upon such avidences
whathar oxal ox writtea stricctly admissible or not ag it shall in its
discretion think fic. ’ .

All costs of the Arbitration shall be in the discretion of thas -
Arbitration Tridunal who may direct to and by whom and in what manner they
shall be paid.

The seat of the Arbitration shall be in the discretion of the
Arbitration Tribunal who may direct to and by whom and in what manner thsy
shall be paid. v :

The geat of the Arxrhitraction shall be in Hew York, N.Y. and tha ' '
Arbitration Tribunal shall apply the laws of New York as the proper law of
this Reinsurancs. :

The Ardbitratioa Tribunal may not award exemplary, punitive, muleiplas
or other damages of a similar natuxs,

The award of the Axbitratioa Tribunal shall be in writing and binding
upon the parties who covenant to carry out the sams. £ either of the .

9
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partias should fail to carry out any award the other may apply for its
enforcement to a court of c stant jurisdiction in any territory in which
the party in default is domiciled or has assets or carries ona buziness.

IN WITNRSS WRERROF, tha parties hereto have caused this RAgreement to
be exscuted in duplicate by their duly authorized rcpruen:ncﬁes

This %] day o&;';tj.. ,_LocD by Frontier Insuranée Company

Tgtfaz i; danct .
This 27 day o!_‘réé,_. 3oy by National Indemnity Company

P

TiELet vie forid
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ENDORSEMENT NO. 1
1o the
. AGGRéeATE REINSURANCE AGREEMENT
between

FRONTIER INSURANCE COMPANY,
Rock HM, Naw York

and

NATIONAL INDEMNITY COMPANY,
Omaha, Nebraska

Page 1
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AGGREGATE REINSURANCE AGREEMENT

Between -
FRONTIER INSURANCE COMPANY,
ROCK HILL, N.Y.
and
NATIONAL INDEMNITY COMPANY,
OMAHA, NEBRASKA
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WHEREAS, the Frontier Insurance Company (the “Reinsured) and National
indempity Company (ths "Reinsurer) have entered into an Aggregate Reinsurance
Agreement affective July 1, 2000 (the “Relnsurance Agreement’) conceming "Covered
Liabiitles” as defined in tha Ramsuranca Agreemaent arising from Accident Years 1999 and
prior (such fiabililes as are covered in the Reinsurance Agresment belng referred to
herein as the "Cavered Business");

WHEREAS in conpection with the mutual agresment of the Reinsured and

Reinsurer 1o apikier A FRRSURANES AGrEamhent: coveraye i redpéct of tHa'1989' and-
Wh&h&&sﬁ Fronbet Pagilie kistirarica- Cormipany Frohtier: P'acxﬁo!')‘ 4 Subsidlary ot

AERansUrad;. -

WHEREAS, the Reinsureds and tha Reinsurer have agreed to Includa w:thln the
Reinsurance Agreement SO i 2

usabbesiaenlhiv i

WHEREAS, a3 a result of the feregoing, the Reinsured and Relnsurer have mutually
agreed to clarily In this Endorsement that the Reinsurad shall continue to recelve the full
benefit of its existing reinsurance coverage such that the Rsinsurer shafl continue to be
responsible for the net losses paid by the Reinsured; :

NOW, THEREFORE, the Hemred and Reinsurer agree to modify and amend tho
Relnsurance Agreement as follows:

1. With effect from October 1, 2000, the "Relnsured® Is amended to Include
. Frontier Pacific. All references to Reinsured throughout the Reinsurance Agreement are
understeod to be to both Frontier Insurance Company and Frontier Pacific. ,

2 The Reinsurance Agreement, Article 2, _lgggm, is hereby deleted and .

replaced with the following:

Relnsurer, thtouya tha Claims Administrator or drecﬂy :
Bt oo et

BERLE R8BS NE IR, i UNDER NO CIRCUMSTANCES WILL THE
REINSURER BE UABLE FOR MORE THAN U.S, $858,554,275 IN THE
AQGREGATE INCLUSIVE OF ALL EXPENSES AND COSTS BY REASON
OF ENTERING INTO THIS REINSURANCE. In applying Article 2, al
Uttimata Net Loss arising out of this Reinsuranca shall be included in
determining the time of exhaustion of the Aggregate Limit. A singls
Aggregate Limit shall apply to this Reinsurance.

~ Subject to the forsgoing, it Is understood and agreed that the avallable knit
for each Reinsured shall be further limited as follows: WASNEESs of FReFIY

Page 2
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mmmmm FSIABIE éﬁﬂk«be fiablesfor. na:mors:than U8 :
: mmmgamwmm of al Etpmes and Costs bv
reason of entering _J," Jrance. ;EEEs m_ RHES. B

Relnsurance. The sublimits set forth In this paragraph are a pan of and
subject to the Aggregate Limit of Liabilty of U.S. $858,634,275. Al
payments made by Reinsurer in respect of sithar Relnsured, whether made
befcre, on, or after the date of thls Endorsement No. 1, shall serve to erode
the Aggregate Limit of Liabiity,

3. Tha Reinsureds shall pay to the Reinsurer a premium of $21 million (United
States Dollars twenty-one million) in consideration of the Reinsurer's
agreament to include Frontler Pacific as a Reinsured under the Agreement.
With respect to Frontler Pacific, references to “Effective Data' in the
Reinsurance Agreement are understood to be to October 1, 2000. Such
premium payment shall be payable as of October 1, 2000, and shall accrue
intarest at the rate of 3 month U.S. Treasury Securities in effect as of
September 30, 2000. Payment of the premium due under this paragraph
3 shall be made in accordance with paragraph 9 below.

surety bushoss as rafenncod herein does not include thelr respective bai
and appeal bond business. It Is furthermare expressly understood that
certaln ara ,h naturo.and wil%nefate pramium unti

TR o Go :Wnibhide: 3 ‘required

: deilh B lh’: is furthermore :::rmly
UNJENSSEq agree respectto surety business referenced
herein, Rbtder % BXEAr m@bammdedbpmvfdemmpﬁm

For Fronter: the sum of $31,484,478 payable as of July 1, 2000,
together with interest thereon from July 1, 2000

Fage 3 . T e

:;&B%hdusm of al au and COsts by resson of enbdng ntoﬂs

Y Understood that the Relnsureds®

17

o




APR-12-2001 THU 05:18 PM ASI RESOURCES 5TH FL FAX NO. 8068 920 7720 P

JAN-05-2001 FRI 10:38 AH FaX NO.

-

CONFIDENTIAL

through date of receipt of payment by Reinsurer at the
. rate of 3 month U.S. Treasury Securities in effect as of

June 30, 2000, less any sums pald In respect of such
~ business from July 1, 2000 through dats of receipt of
payment by Reinsurer, plus premium earned after
September 30, 2000 on all bonds (net of extarnal
acquisition costs), which shall be in addition 1o the
premium referenced above and pald to the Reinsurer
as eamed, on a quarterly basis. ‘ .

For Frontler

18
05

Pacific: . the sum of $8,089,799, payabile as of Octaber 1, 2000,

together with interest thereon from October 1, 2000

- thwough date of recsipt of payment by Reinsurer at the
rate of 3 month U,S. Traasury Securitias In effect as of
Saptember 30, 2000, leas any sums pald In respect of
such business from October 1, 2000 $wough date of
receipt of payment by Reinsurer, plus pramium eamed
after September 30, 2000 on all bonds (net of extemal
acquisition costs), which shall be In addition to the
premium refersnced above and pald to the Reinsurer
as eamed, on a quarterly basis.

It Is understood and agreed that, as premium eamed after September 30,
2000 (net of external acquisition costs) is paid to Relnsurer each quarter
prospectivaly as set forth above, the Agreement shall be endorsed to
Increase the RHeinsurers aggregate kmit of fablity sat forth In paragraph 2
above, and the respective sublimits for each Frontier and Frontier Pacifio as
appilcable for sach company, on a doflar-for-dollar basis for each dolfar of
eamed premium (net of axternal acquisition costs) actually paid to Relnsurer

In such quarter.

With effect from tha Effective Date of the Relnsurancs Agresment, Article 4,
Definitions, section C, Is hareby deleted and replaced with the following:

Wherever used in this Reinsurancs, the term "Ultimate Net Loss* shall mean
the net labiiity of the Reinsured (1.8, the Iabiity of the Reinsurad less all
Reinsurance Recoverables) in respect of Covered Liabifities paid on or after
the Effactive Date, save as otherwise exciuded under Article 3. Ultimate Net

Loss shal include, but is not imitad to, punitive damagas, seitlameants, -

judgments, arbiration panel awards, claim payments, Alocated Loss
Adustment Expenses, Unaflocated Loes Adustment Expenses,
Administrative Costs, expenses and fees for determining coverags under
any Insuranca Policy/Relnsuranca Contract, and any cther fees or sxpenses

Page 4
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for which the Reinsured Is flable in raspect of its net obligations for Coversd
Liabilities.

With effect from the Effective Date of the Hamsurancs Agreement, a new
subsection H is added to. Articls 4, Definitions, as folows:

Wherever usad in this Heimwanco. the termm neovsrables”..
3OF 40 HACON) S%»madfrﬂmaﬂ

bmoCovwadUab%esasofm Effective

placs relating to the business from which any and all Covered Liabilities
arlsa as of the Eifective Dats). The Reinsurance Recoverables shall be
deemed collected as and when the Reinsured makes any payment on the -
Covered Liabllities which would involve the applicable relnsurance caverage,

- and the Reinsurer hereunder shall be kable only for that portion of the loss,
Alccated Loss Ad]usnnent Expemea or Unallocated Loss

- : .sﬂwrahsaltopayofanyramsr
orthecompromlseorcormmaﬁonolanym!mmvm e appiicable
to tha Covered Liabilities. R is the express intention of the partes hersto
that the Reinstred shall not assign or tum over to the RAainsurer any
reinsurances to which &t s entRled in connection with the Cavered Liahikties,
and that the Reinsurer sheil net participate In the proceeds of any actual
relnsurance recoveries recouped by the Reinsured In connection with the
Cavefed Liabikties, ,

With effect from the Effective Date of the Reinsurarice Agrwmem. Articla 5,
M&Wﬂm&dﬂ.bdﬂmwﬁmm .
the foflowing: v

mndmmmmmmaamspmwummmauumfor
which ths Reinsurer shall actually pay or becomaes labla to pay, but only to
the extent of the amount of payment by, or the amount of Uabiity of, the
Reinsurer, to all rights of the Rensured against any person or cther entlty’
who may be legally responsible in damages for sald Uitimate Nst Loss, The
Reinsured heroby agrees to enforce such rights. In the event the Relnsured
shall fal or neglect to do so, the Reinsurer is hersby authorized and
empowered to bring any appropriate action in tha name of ths Relnsured
or in the rame of a reinsured or insured under a reinsurance contract or
insuranca policy relnsured herein to enforca such rights, R Is expressly
understood that this Article 5 does not apply to any reinsurance recavar!es
of the Reinsured. .

- Page 5

08

1]




APR-12-2001 THU 05:18 PM AEI RESOURCES 5TH FL FAX NO. 808 820 7720 P. 20

- CONFIDENTIAL

In determining the amourt of recoveries, salvages or ralmbursements, thera
shall first be deductad from any amount recovered the expenses incurred
In effecting the recovery (excluding salaries and expenses of officers
employees of the Reinsured). - B :

All salvages, recoveries or reimbursements, after deduction of all expenses
allowed as set forth above, recovered and recelvad subsequent 1o an
Ulimate Net Loss reimbursement by Reinsurer undar this Contract shall be
applied as if recovered and recslved prior to the aforesald settlement and
all necessary adjustments shal be made by the parties hereto; provided
that nothing in this Article shall be construed to mean that Ultimate Net
Losses under this Contract are not recoverable until all salvage, recovery
and relmbursement has been delammined, :

8. In conslderation of the amendments set forth in paragraphs 5, 6 and 7 of
this Endorsement No. 1, Fronlier Insurance Company shall pay to the
Reinsurer an Addiional Premium in the amount of $8,697,000 (United States
Dellars six milion six ndred ninety-seven thousand). Such Additlonal-
Premium shall ba payable as of July 1, 2000, and shall accrue Interest at
the rate of 3 month U.S. Treasury Securities in effect as of Juna 30, 2000,
Paymant of such Additional Premium shall be made In accordance with
paragraph 9 below.

9. The Reinsurer shall be paid all sums dus undar this Endorgement No. 1
and specified in paragraphs 3, 4 and B above In immediataly avallable U.S.
funds by wire transfer no later than January §, 2001 o the following
instructions: :

Wells Fargo Bank Nebraska, N-A.
ABA #104000058 ,
For tha account of National ndemnlty Company
Account No. 1150001482

10.- Al other terms and conditions of the Relnsurance Agreement remaln
. unchanged to the extenl not inconsistent with the foregoing.

11.  This Endorsement canstitutes a valid and enforcsable amendment of the
Reinsurance Agreement as provided for In Article 11.

Page 8
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CONFIDENTIAL -

IN WITNESS WHEREDF, the parias heve asacited his Enclorsement No. 1 by U
represantaiives. .

suthorized -
PRONTIER INSURANCE CONPANY NATIONAL INDEMNITY COMPANY
W‘W ','-Fia < Jpovi

Date: JuSeds9) ' Lo VY 20 FTY

mmiaruonno INSUMANCH CONPANY

Daw: )3 -dew

TotRL PR
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BEFORE THE INSURANCE COMMISSIONER

OF THE STATE OF UTAH
COMPLAINANT;: . NOTICE OF INFORMAL
. ADJUDICATIVE PROCEEDING
UTAH INSURANCE DEPARTMENT : - AND ORDER
RESPONDENT: | . REVOCATION OF CERTIFICATE
; OF AUTHORITY
FRONTIER INSURANCE COMPANY
198 Lake Louis Maric Road : '
Rock Hill, NY 12775 : - DOCKET No, 201-174-2X
Utah Organijzation ID No. 1802 '

The Utah Insurance Department has commenced this informal adjudicative proceeding
pursuant to Utah Code Annomed (u. C.A ) Sections 3| A-2-204 and 63-46b-3 and Uwgh
Adlmmsu'mvc Code (U.A.C), Rule R$90- 160, Bascd upon mfonmdon conuined in agency

ﬁlcs or known to the Commissioner, the Commissioner makes the following:

FINDINGS OF EACT
1. The Respondent is an insurer domiciled in New York and de to do business in
the State of Utah, Utah Organization ID No. 1802, |
2. Respondent was placed in rehabilitation in its state of domicile on October 10, 2001. )
3. Rcspondent does not meet the risk based capltal requirements (o do an insunncer

business in the State of Utah.

Having catered his Findings of Fact, the Comumissioner now eaters his:

CL NSOFLAW

I Grounds exist for delinquency proceedings under Chapter 27 of the Utah Insurance
l

"Dansivad Tima Nov. 1. 1:14PX Print Time  Nov. 1. 1:16PM
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Cade if Respondent were a domestic igsurer.

2. Respondent’s Certificatc of Authority should be revoked pursua;\t to U:C.A. § 31A-
J4:217.

Based upon the foregoing Findings of Fact and Conclusions of Law, the Commissionet
now enters the following: ‘

ORDER

JT IS HEREBY ORDERED:

1. Respondent’s Cenificate of Authority in the State of Utah is revoked fonhwitﬁ;

2. Respondent is_ still subject to regulation by the Utsh Depastment of Insurance until a
releasc of regulation is obteined pursuant to the requirements of the Utah lasurance Code.

3. This Ordec shall become final fifteen (15) days afier the date of mailing unless a
written request for a hearing is received from the Respondent in the offices of the department |
prior.to that date. A written request for a hearing shal} be signed by the person making the

request and shall state the basis for the celief requested.

NOTIFICATION
If you request a hearing regarding this matter, the department will be represeated by M.
Gale Lcrnmon, Enforcement Counscl, State Offica Building, Room 3110, Salt Lake City, Utah

84114, Tclephone Number (801) $38-3800. If you do not request a hearing, you may seek

agency review of this Order by ﬁliﬁ‘ a wricen petition with the depanment within 30 days of the

. date the Order becomes final. However, agency review of an order that becomes final without a
hearing will be limited fo review of the record and not an evidentiary hearing. Failure to request
a hearing or 10 seek agency revicw will be considered a fajlure to exhaust administrative

2
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remedies and will preclude any further administrative or judicial review or appeal on this mater.

DATED THIS 24'1€lay ot O toben 2001

MERWIN U. STEWART
. INSURANCE COMMISSIONER

' o
4 . > .
MA%E. ﬁsmmx.o, Eq.(/

Adminisirative Law Judge

Utsh Insurance Department
State Office Building. Room 3110
Salt Lake City, Utah 84114
Telephone (801) 538-3800

133349899y, 5165 --D. 24/28° T .
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UTAH CODE ANNOTATED
Copyright (c) 1953-2001 by Matthew Bender & Company, Inc.
one of the LEXIS Publishing companies.
All rights reserved.

*%* STATUTES CURRENT THROUGH THE ZOQ} SUPPLEMENT ***
**% (2001 FIRST SPECIAL SESSION) ***

TITLE 31A. INSURANCE CODE
CHAPTER 27.. INSURERS REHABILITATION AND LIQUIDATION
PART 1. GENERAL PROVISIONS
GO TO CODE ARCHIVE DIRECTORY FOR THIS JURISDICTION
Utah Code Ann. § 31A-27-101 (2001)
§ 31A-27-101. Scope, purpose, and construction

(1) The proceedings authorized by this chapter may be applied to:

(a) all insurers and reinsurers who are doing, or have done, an insurance
business in this state, and against whom claims arising from that business may exist
now or in the future;

{(b) all insurers who give the appearance of or claim they do an insurance
business in this state;

{c) all insurers who have insureds resident in this state; and

(d) all other persons organized or in the process of organizing to do an
insurance business as an insurer in this state.

(2) The purpose of this chapter is the protection of the interests of insureds,
creditors, and the public generally, with minimum interference with the normal
prerogatives of owners, through:

(a) early detection of any potentially dangerous condition in an insurer, and
prompt application of appropriate corrective measures;

(b} improved methods for rehabilitating insurers, by enlisting the advice and
management expertise of the insurance industry;

(c) enhanced efficiency and economy of liquidation, through clarification and
specification of the law, to minimize legal uncertainty and litigation;

(d) equitable apportionment of any unavoidable loss;

(e) lessening the problems of interstate rehabilitation and liquidation by
facilitating cooperation between states in the liquidation process, and by extending
the scope of personal jurisdiction over debtors of the insurer outside this state;
and

(f) regulation of the insurance business by law relating to delinquency
procedures and by substantive rules on the entire insurance business.




(3) This chapter shall be liberally construed to effect the purpose stated in
Subsection (2). It does not limit the powers granted the commissioner by other
provisions of law.

HISTORY: C. 1953, 31A-27-101, enacted by L. 1985, ch. 242, § 32; 1986, ch. 204, §
221.

NOTES TO DECISIONS

ANALYSIS
Final judgment rule.
Cited.

FINAL JUDGMENT RULE.

The Legislature did not intend that orders approving the sale of an asset be
excepted from the rule that only final orders and judgments are appealable. Golfland
Entertainment Ctrs. Inc. v. Utah Ins. Comm'r, 930 P.2d 276 (Utah Ct. App. 1996).

CITED in Davister Corb. v. United Republic Life Ins. Co., 152 F.3d 1277 (10th Cir.
1998). h

COLLATERAL REFERENCES

C.J.8. --44 C.J.S. Insurance § 127 et seq.

A.L.R. --Validity, construction, and effect of statute establishing compensation for
claims not paid because of insurer's insolvency, 30 A.L.R.4th 1110.

Validity, construction, and application of Uniform Insurers Liquidation Act, 44
A.L.R.5th 683.
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ARTICLE 74
REHABILITATION LIQUIDATION, CONSERVATION
AND DISSOLUTION OF INSURERS
Section 7401. Application of article; definitions.
7402. Grounds for rehabilitation of domestic insurer.
7403. Order of rehabilitation; advances from property/casualty
insurance security fund; termination.
7404. Grounds for liquidation. )
7405. Order of liquidation; rights and liabilities.
7406. Grounds for conservation of assets of foreign or alien
insurer.
7407. Order of conservation or ancillary 1liquidation of a
foreign or alien insurer.
7408. Uniform insurers liquidation act; title; definitions.
7409. Conduct of delinquency proceedings against insurers. domi-
ciled in this state.
7410. Conduct of delinquency proceedlngs against insurers not
domiciled in this state.
7411. Filing and proving of claims of non-residents against
delinquent insurers domiciled in this state.
7412. Filing and proving of claims of residents against delin-
quent insurers domiciled in reciprocal states.
7413. Priority of preferred claims, special deposit claims and
secured claims.
7414. Attachment and garnishment of assets.
7415. Uniformity of interpretation.
7416. Grounds for dissolution of domestic insurer.
7417. Commencement of a proceeding.
7418. Service of order to show cause.
7419. Injunctions.
7420. Annual report.
7421. Removal of proceedings.
7422. Appointment of deputies; employment of assistants.
7423. Exemption from filing fees.
7424. Deposit of monies collected; preference.
7425. Voidable transfers.
7427. Offsets.
7428. Disposition of assets and compromise of claims.
7429, Borrowing on the pledge of assets.
7430, Levy of assessments; determination of 1liability of

members. )

7431. Determination of liability of members for other indebt-
edness.

7432. Adjudication of insolvency of insurer; time to file
claims. ' ‘

7433, Proof and allowance of claims.
7434. Distribution of assets.

7435. Distribution for life insurers.
7436 Mlaime-mada nAliriac: anarial ramiramantae
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S 7401. Application of article; definitions. (a) This article shall
apply to all corporations, associations, societies, orders, firms, and
individuals to which this chapter is applicable, or which are subject to
examination or supervision by the superintendent under this chapter or
under any other law of this state, or which are doing or attempting to
do or representing that they are doing the business.of insurance in this
state,. or which are in process of organization for the purpose of or
intending to do such business therein, anything in this chapter or any
other law of this state to the contrary notwithstanding. ’

(b) In this article: ,

(1) "insurer" includes all corporations, associations, societies,
orders, firms, and individuals specified in subsection (a) hereof;

(2) "assets" includes all deposits and funds of a special or trust
nature. :

S 7402. Grounds for rehabilitation- of domestic insurer. The
superintendent may apply under this article for an order directing him
to rehabilitate a domestic insurer which:

(a) Is insolvent within the meaning of section one thousand three
hundred nine of this chapter.

(b) Has refused to submit its books, papers, accounts or affairs to
the reasonable inspection of the superintendent, his deputy or examiner.

(c) Has failed or refused to comply, within the time designated by the
superintendent, with an order of the superintendent, pursuant tc law, to
make goed an impairment of its capital, or minimum surplus to
policyholders, if a stock insurer, or of its minimum surplus, if a
mutual insurer, a reciprocal insurer, Lloyds underwriters or a
co-operative fire insurance corporation.

(d) Has transferred or attempted to transfer, by contract of
reinsurance or otherwise, substantially its entire property or business,
or entered into any transaction which merges substantially its entire
property or business into the property or business of any other
corporation, association, society, order, firm or individual, without
having first obtained the approval of the superintendent.

(e} Is found, after examination, to be in such condition that its
further transaction of business will be hazardous to its policyholders,
creditors, or the public.

(f) Has wilfully violated its charter or any law of the state.

(g) Has an officer who refused to be examined under oath, concerning
its affairs. .

(h) If organized under article five-a, six, seven, eiqght, ten or ten-b
of the former insurance law constituting chapter twenty-eight of the
consolidated laws of nineteen hundred nine, or if organized as a mutual
or non-stock insurer under article nine-a, nine-c, ten, eleven-a,
eleven-b, twelve or fourteen of the former insurance law constituting
chapter twenty-eight of the consolidated laws in effect immediately
before the effective date of this chapter or article forty-one,
forty-two, forty-four, forty-five, sixty-one or sixty-six of this
chapter, including amendments thereto in force at the time of such
organization, is found to be in such condition, after examination, that
it could not meet the requirements for incorporation and authorization
specified in such articles except with respect to having any required
initial surplus.

(i) Has ceased to do the business of insurance for a period of one
year as provided in subsection (b) of section one thousand two hundred
three of this chapter.

(j) Has commenced voluntary liquidation or dissolution, or attempts to
commence or prosecute any action or proceeding to liquidate its business
or affairs, or to dissolve its corporate charter, or toc procure the
appointment of a receiver, trustee, custodian, or sequestrator under any
law except this article. :

(k) Has been the subject of an application for the appointment of a
receiver, trustee, custodian or sequestrator of the insurer or its

L1 - -
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propervy, Qr Ll a receiver, Liustee, cusLoaldil, UL SeguesLrdLor LS
appointed by a federal court or if such appointment is imminent.

(1) Has consented to such an order through a majority of its
directors, shareholders, or members. i :

(m) Has not organized or completed its organization and obtained a
license or certificate authorizing it to’  commence the doing of an
insurance business within one year from the date of its incorporation,
as provided in subsection (a) of section cne thousand two hundred three
of this chapter.

(n) Has failed or refused to take such steps as may be necessary to
remove from office any officer or director whom the superintendent has
found, after notice to and hearing of such insurer and 'of such officer
or director, to be a dishonest or untrustworthy-person.

(o) Has an occurrence of an authorized control level event or a
mandatory control level event pursuant to subséction (£f) or (g) of
section one thousand three hundred twenty-two of this chapter.

S 7403. Order of rehabilitation; advances from property/casualty
insurance security fund; termination. (a) An order to rehabilitate a
domestic insurer shall direct the superintendent and his successors in
office, as rehabilitator, forthwith to take possession of the property
of such insurer and to conduct the business thereof, and to take such
steps toward the removal of the causes and conditions which have made
such proceeding necessary as the court shall direct. .

* (b) (1) If: (i) provision is made therefor in an order to rehabili-
tate a domestic insurer, (ii) more than fifty percent of the insurer’s
net direct premiums in the preceding three calendar years were derived
from business in this state which is protected by the property/casualty
insurance security fund, and (iii) such insurer has consented to reha-
bilitation, the commissioner of taxation and finance shall advance
monies of such fund, in such amounts as specified in the court's order,
to the rehabilitator to enable the insurer to comply with any surplus
requirement or other requirement of this chapter.

(2) Before issuing such order, the court shall determine that the
insurer has the potential and capability, pursuant to a plan submitted
by the rehabilitator, of complying with all surplus and other require-
ments of this chapter and repaying such advance to the fund within two -
years after termination of the rehabilitation proceeding, at a rate of
‘interest approved by the superintendent to be determined annually which
shall not be less than the average rate of return of the fund as deter-
mined by the superintendent for the preceding calendar year.

(3) The plan shall include: (i) an explanation of the factors leading
to the insurer’'s condition requiring rehabilitation and the procedures
proposed to improve its condition, and (ii) a provision for posting
collateral with the rehabilitator as security for the advance, to the
extent that the insurer’'s assets permit.

(4) The court shall not order any advance to the rehabilitator without
his specific request or if the insurer's required capital or surplus is
impaired in an amount exceeding the greater of thirty million dollars or
fifteen percent of the insurer's net direct premium writings in the
previous calendar year. Total advances to an insurer shall not exceed
the greater of forty million dollars. or twenty percent of such net
direct premium writings. No advance shall be made on or after July
first, two thousand which would lower the amount of assets in the fund
below one hundred ninety-five million dollars. ]

(5) Advances shall, in all respects except as to rate of interest, be
subject to the provisions of section one thousand three hundred seven of
this chapter, provided that in the event that an insurer which has
received an advance pursuant to this subsection is subsequently  the .
subject of an order of liquidation, the claim of the fund for the
advance and any accrued interest shall be paid to the fund in accordance
with the provisions of section seven thousand four hundred thirty-four
of this article.

(6) This subsection shall expire July first, two thousand, provided
that the insurer’s obligation to repay to the fund moneys advanced to it

http://assembly.state.ny.us/leg/?cl=52&a=54 11/14/2001
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under this subsection, and the fund's claim for the advance, and any
accrued interest, as a priority over all non-secured creditors, shall
survive such expiration date.

* NB Expires July 1, 1999

(c) If at any time the superintendent deems further efforts to reha-
bilitate such insurer would be futile, he may apply to the court under
this article for an order of liquidation.

(d) The rehabilitator or any interested person upon due notice to the
superintendent, at any time, may apply for an order terminating any
rehabilitation proceeding and permitting such insurer to  resume
possession of its property and the conduct of its business, but no such
order shall be granted except when, after a full hearing, the court
shall determine that the purposes of the proceeding have been fully
accomplished.

S 7404. Grounds for liquidation. The superintendent may apply under
this article for an order directing the superintendent to liquidate the
business of a domestic insurer, or of the United States branch of an
alien insurer having trusteed assets in this state, wupon any of the
grounds specified in subsections (a) through (o) of section seven
thousand four hundred two of this article, whether or not there has been
a prior order directing the superintendent to rehabilitate such insurer.

S 7405. Order of lidquidation; rights and liabilities. (a) An order to
liquidate the business of a domestic insurer shall direct the
superintendent and his successors in office, as liquidator, forthwith to
take possession of the property of such insurer and to liquidate the
business of the same and deal with such property and business of such
insurer in their own names as superintendents or in the insurer's name
as the court may direct, and to give notice to all creditors to present
their claims.

(b} The superintendent and his successors shall be vested by operation
of law with the title to all property, contracts and rights of action of
such insurer as of the date of the entry of the order so directing them
to liquidate. The filing or recording of such order in any record
office of the state shall impart the same notice that a deed, bill of
sale or other evidence of title duly filed or recorded by such insurer
would have imparted. The rights and liabilities of any such insurer and
of its creditors, policyholders, shareholders, members and all other
persons interested in its estate shall, unless otherwise directed by the
court, be fixed as of the date the order is entered in the office of the
clerk of the county where such insurer had its principal office on the
date the proceeding commenced, subject, however, to the provisions of
section seven thousand four hundred thirty-three of this article to the
rights of claimants holding contingent claims.

(c) The liquidator of any domestic insurance corporation shall
reinsure all its policy obligations in any solvent corporation
authorized to do business in this state if the unearned premium reserve
of the insurer is sufficient to effect such reinsurance. If such
reserve is insufficient for that purpose, the liquidator shall reinsure
a percentage of each policy obligation of the insurer outstanding to the
extent that the reserve may be sufficient for that purpose. No contract
of reinsurance shall be entered into by the liquidator except pursuant
to an order of the court in which the liquidator was appointed directing
the reinsurance and establishing the general form -of the ' reinsurance
contract.

(d) An order to liquidate the business of the United States branch of
an alien insurer having trusteed assets in this state shall be in the
same terms as those hereinbefore prescribed, except that only the assets
of the business of such United States branch shall be included therein.

(e) Where the trustee of a mortgage series consisting in whole or in
part of certificated mortgage investments guaranteed by a domestic
insurer has distributed all of the trust estate collateral, or has been
permitted by court order to abandon all or part of such collateral not
distributed, the court, by order, may, upon the consent of the
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liquidator of the insurer, direct the superintendent, upon being
furnished with a 1list of certificate holders certified to by the
trustee, to record subsequent transfers of certificates and charge and
collect a reasonable fee therefor, and distribute dividends applicable
thereto upon liquidation of company assets.in his hands, to the record
owners of such certificates, and make and deduct from such dividend
payments a reasonable charge for such services. The duty of the
superintendent under such order shall terminate upon the termination cof
the liquidation proceedings. ,

(£) (1) No later than one hundred eighty days after a final order of
liquidation with an adjudication of insolvency of an insurer by a court
of competent jurisdiction of this state, the liquidator may in his sole
discretion make application to the court for apﬁrgval of a proposal to
disburse assets out of marshalled assets, from time to time as such
assets become available, to any fund established by article seventy-six
of this chapter and any foreign entity performing a similar function,
having obligations because of such insolvency. If the "liquidator
determines that there are insufficient assets to disburse, the
application authorized by this subsection shall be considered satisfied
by a filing by the liquidator stating the reasons for this
determination. ‘

{(2) Such proposal shall at least include provisions for:

(A) reserving amounts for the payment of expenses of administration,
claims of secured creditors to the extent of the value of the security
held, and claims falling within the priorities established in section
seven thousand four hundred twenty-six of this article;

(B) disbursement of the assets marshalled to date and subsequent
disbursement of assets as they become available;

(C) disbursements to the- funds and entities entitled thereto under
this subsection in amounts estimated to be at least equal to all claim
payments for which such funds or entities could assert claims against
the liquidator, and if the assets available for disbursement from time
to time do not at least equal such claim payments, then disbursements in
the amount of available assets;

(D) equitable allocation of disbursements to each of such funds or
entities;

(E) the securing by the liquidator from each of such funds or entities
of an agreement to return to the liquidator such assets, together with
income earned on assets previously disbursed, as may be required to pay

-claims of secured creditors and claims falling within the priorities
established in section seven thousand four hundred twenty-six of this
article in accordance with such priorities. No bond shall be required
of any such fund or entity; and

(F) a full report to be made by each such fund or entity to the
liquidator accounting for all assets so disbursed to the fund or entity,
all disbursements made therefrom, any income earned by the fund or
entity on such assets and any other matters as the court may direct.

(3) Notice of such application shall be given to such funds and
entities and to the commissioners of insurance of each of the states.
Any such notice shall be deemed to have been given when deposited in the -
United States certified mails, first class postage prepaid, at least
thirty days prior to submission of such application to the court.
Action on the application may be taken by the court if the required
notice has been given and the liquidator’'s proposal complies with
subparagraphs (A), (B) and (D) of paragraph two of this subsection.

(g) No later than one hundred twenty days after the end of the
calendar or fiscal year of a domestic insurance corporation subject to
rehabilitation or liquidation, upon whichever standard the corporation
conducts its financial affairs, the rehabilitator or liquidator shall
submit to the department an annual report of the preceding calendar or
fiscal year's activity of such corporation. Such report, which shall
pertain only to such corporation's activities and those of the
rehabilitator or liquidator as they relate to such corporation, shall

include a financial review of the assets and liabilities of the
carnoratinn. the ~laims acarned ar naid in that neriad. and a summarv nf
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all other corporate activity and a narratlve of the actions of the
rehabilitator or liquidator respecting such corporation. This report
shall be separate and apart from other reports issued by the liquidation
bureau of the department in the normal course of its business.

S 7406. Grounds for «conservation of assets of foreign or alien
insurer. (a) The superintendent may apply wunder this article for an
order directing the superintendent to conserve the assets within the
state of a foreign insurer upon:

(1) any of the grounds specified in subsection (a) through (q), (3),
(k) or (o) of section seven thousand four hundred two of this article,
or -

(2) upon the ground that such insurer has consented to 'such an orxder

through a majority of its directors, shareholders or members, or has had
its property sequestrated in its domiciliary country or state or in any
other country or state.

(b) The superintendent may apply under this article for an order
directing him to conserve the assets within this state of .an alien
insurer, except one which has its trusteed assets in this state, on any
of the grounds specified in subsection (a), (b), (d) through (g), (j) or
{k) of section seven thousand four hundred two of this article, or upon
the ground that it has failed or refused to comply, within the time
designated by the superintendent, with an order of the superintendent,
pursuant to law, to rectify an impairment of its trusteed surplus, or
that it has consented to such an order through a majority of its
directors, shareholders or members, or has had its property sequestrated
in its domiciliary country or elsewhere.

S 7407. Order of conservation or ancillary liquidation of a foreign or
alien insurer. (a) An order to conserve the assets of a foreign or alien
insurer shall direct the superintendent and his successors in office, as
conservator, forthwith to take possession of, and conserve, the insurer's
property within this state, subject to the court's further direction.

(b) Where the superintendent has been appointed pursuant to the
provisions of section seven thousand four hundred six of this article as
conservator of the assets within the state of a foreign or alien insurer,
for which a domiciliary receiver is subsequently appointed for such insurer
in its domiciliary state which is also a reciprocal state, as defined in
section seven thousand four hundred eight of this article, the
superintendent, upon  request of the domiciliary receiver, shall,
notwithstanding subsection (a) of section seven thousand four hundred ten
of this article, apply to the court in which such conservation proceeding
was commenced for an order appointing the superintendent as ancillary
receiver for such foreign or alien insurer.

(¢) Whenever a domiciliary receiver is appointed for any insurer in its
domiciliary state which is also a reciprocal state, as defined in section
seven thousand four hundred eight of this article, the superintendent, upon
request of the domiciliary receiver, shall, notwithstanding subsection (a)
of section seven thousand four hundred ten of this article, apply to a

. court of competent jurisdiction for an order appointing the superintendent
as ancillary receiver of such insurer.

(d) Notwithstanding subsection (a) of section seven thousand four hundred
ten of this article, the court may on the application of the superintendent
pursuant to subsection (b) or (c) of this section appoint the
superintendent as the ancillary receiver in this state, subject to the
provisions of sections seven thousand four hundred eight through seven
thousand four hundred fifteen of this article. Subject to the provisions of
such sections, the rights and duties of the superintendent with reference
to such insurer and such assets shall include those heretofore exercised by
and imposed upon ancillary receivers of foreign corporations in this state.

S 7408. Uniform insurers liquidation act; title; definitions. (a)
This section and sections seven thousand four hundred nine through seven
thousand four hundred fifteen of this article may be cited as the
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(b} In this act:

(1) "Insurer" means any person, firm, corporation, association, or
aggregation of persons doing an insurance business and subject to the
insurance supervisory authority of, or to liquidation, rehabilitation,
reorganization, or conservation by, the superintendent of insurance of
this state, or the equivalent insurance supervisory official of another
state. .

(2)° "Delingquency proceeding" means any proceeding commenced against
an insurer for the purpose of liquidating, rehabilitating, reorganizing,
or conserving such insurer.

(3) "Foreign country" means territory not in any state.

(4) "Domiciliary state" means the state in which an insurer is
incorporated or organized, or, as to an insurer incorporated or
organized in a foreign country, the state in which such insurer, having
become authorized to do business in such state, has, at the commencement
of delinquency proceedings, the largest amount of its assets held in
trust and assets held on deposit for the benefit of its policyholders or
policyholders and creditors in the United States; and any such insurer
is deemed to be domiciled in such state.

{5) "Ancillary state" means any state except a domiciliary state.

(6) "Reciprocal state" means any state other than this state in
which in substance and effect the provisions of this act are in force,
including the provisions requiring that the insurance commissioner or
equivalent insurance supervisory official be the receiver of a
delinguent insurer.

(7) "General assets" means all property, real, personal, or
otherwise, not specifically mortgaged, pledged, deposited, or otherwise
encumbered for the security or benefit of specified persons or a limited
class of persons, and as to such specifically encumbered property the
term includes all such property or its proceeds in excess of the amount
necessary to discharge all sums secured thereby. Assets held in trust
and assets held on deposit for the security or benefit of all
policyholders, or all policyholders and creditors in the United States,
are general assets.

(8) "Preferred claim” means any claim with respect to which the law
of a state or of the United States accords priority of payment from the
general assets of the insurer.

(9) "Special deposit claim" means any claim secured by a deposit
made pursuant to statute for the security or benefit of a limited class
of persons, but not including any general assets.

(10) "Secured claim” means any claim secured by mortgage, trust,
deed, pledge, deposit as security, escrow, other security interest, or
otherwise, but not including special deposit claims or claims against
general assets. The term also includes claims which more than four
months prior to the commencement of delinquency proceedings in the state
of the insurer’s domicile have become liens upon specific assets by
reason of jud1c1al process. '

(11) ‘"Receiver" means receiver, liquidator, rehabilitator, or.
conservator as the context may require.

S 7409. Conduct of delinquency proceedings against insurers
domiciled in this state. (a) Whenever under the laws of this state a
receiver 1is to  be appointed in delinquency proceedings for an insurer
domiciled in this state, the court shall appoint the superintendent as
such receiver and direct the superintendent forthwith to take possession
of the assets of the insurer and to administer the same under the orders
of the court.

(b) As domiciliary receiver the superlntendent and his successors
in office shall be vested by operation of law with the title to all
property, contracts, and rights of action, and all books and records of
the insurer wherever located, as of the date of entry of the order
directing him to liquidate a domestic insurer or the United States
branch of an alien insurer domiciled in this state, and he shall have
the rigbt to recover the same and reduce the same to possession; except .
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that ancillary receivers in reciprocal states shall have, as to assets
located in their respective states, the rights and powers hereinafter
prescribed for ancillary receivers appointed in this state as to assets
located in this state. The filing or recording of the order directing
possession to be taken, or a certified copy thereof, in the office where
instruments affecting title to property are required to be filed or
recorded shall impart the same notice as would be imparted by a deed,
bill of sale, or other evidence of title duly filed or recorded. The
superintendent as domiciliary receiver shall be responsible for the
proper administration of all assets coming into his possession or
control. The court may at any time require bond from him or his deputies
if deemed desirable for the protection of the assets.

(c) Upon taking possession of the assets of a delinquent insurer
the domiciliary receiver shall, subject to the direction of the court,
immediately proceed to conduct the business of the insurer or to take
such steps as are authorized by the laws of this state for the purpose
of liquidating, rehabilitating, reorganizing, or conserving the affairs
of the insurer. In connection with delinquency proceedings he may
appoint special deputy superintendents, and employ such counsel, clerks,
and-assistants as he deems necessary. Their compensation and all
expenses of taking possession of the insurer and of conducting the
delinquency proceedings shall be fixed by the receiver, subject to the
approval of the court, and shall be paid out of the funds or assets of
the insurer. Within the limits of the duties imposed upon them special
deputies shall possess all the powers given to, and, in the exercise of
those powers, shall be subject to all duties imposed upon, the receiver
with respect to delinguency proceedings. ' : '

S 7410. Conduct of delinquency proceedings against insurers not
domiciled in this state. (a) Whenever under the laws of this state an
ancillary receiver is to be appointed in delinquency proceedings for an
insurer not domiciled in- this state, the court shall appoint the
superintendent as ancillary receiver. The superintendent shall file a
petition requesting the appointment if he £finds that there ' are
sufficient assets of such insurer located in this state to justify the
appointment of an ancillary receiver, or if ten or more persons resident
in this state having claims against such insurer file a petition with
the superintendent requesting the appointment of such ancillary
receiver.

(b) The domiciliary receiver for the purpose of liquidating an
insurer domiciled in a reciprocal state, shall be vested by operation of
law with the title to all of the property, contracts, and rights of
action, and all books and records of the insurer located in this state,
and shall have the immediate right to recover balances due from local
agents and obtain possession of any books and records of the insurer
found in this state. He shall also be entitled to recover the other
assets of the insurer located in this state except that upon the
appointment of an ancillary receiver in this state, the ancillary
receiver shall during the ancillary receivership proceedings have the
sole right to recover such other assets. The ancillary receiver shall,
as soon as practicable, liquidate from their respective securities those
special deposit claims and secured claims which are proved and allowed
in the ancillary proceedings in this state, and shall pay the necessary
expenses of the proceedings. All remaining assets he shall promptly
transfer to the domiciliary receiver. Subject to the foregoing
provisions the ancillary receiver and his deputies .shall have the same
powers and be subject to the same duties with respect to the
administration of such assets, as a receiver of an insurer domiciled in
this state.

(c) The domiciliary receiver of an insurer domiciled in a
reciprocal state may sue in this state to recover any assets of such
insurer to which he may be entitled under the laws of this state.

S 7411. Filing and proving of claims of non-residents against
delinquent insurers domiciled in this state. (a) In a delinguency

http://assembly.state.ny.us/leg/?cl=52&a=54 : : 11/14/2001




Consolidated Laws Page 9 of 18

proceeding begun in this state against an insurer domiciled in this
state, claimants residing in reciprocal states may file claims either
with the ancillary receivers, if any, in their respective states, or
with the domiciliary receiver. All such claims must be filed on or
before the last date fixed for the filing of claims in the domiciliary
delinquency proceedings. :

(b)y (1) Controverted claims of claimants residing in reciprocal
states may either be proved in this state as provided by 1law, or, if
ancillary proceedings have been commenced in such reciprocal states, may
be proved in those proceedings.

(2) If a claimant elects to prove his claim in ancillary
proceedings and if notice of the claim and opportunity to appear and be
heard 1is afforded the domiciliary receiver of this state as provided in
section seven thousand four hundred twelve of this article with respect
to ancillary proceedings in this state, the final allowance of such
claim by the courts in the ancillary state shall be accepted in this
state as conclusive as to its amount, and as to its priority, if any,
against special deposits or other security located within the ancillary

state. .
S 7412, Filing and proving of claims of residents against
delinquent insurers domiciled in reciprocal states. (a) In a

delinquency proceeding in a reciprocal state against an insurer
domiciled in that state, claimants residing in this state may file
claims either with the ancillary receiver, if any, appointed in this
state, or with the domiciliary receiver. All such claims must be filed
on or before the last date fixed for the filing of claims in the
domiciliary proceeding.

- (b) (1) Controverted claims belonging to claimants residing in this
state may be proved either in the domiciliary state as provided by the
law of that state, or in ancillary proceedings, if any, in this state.

(2) If the <claimant elects to prove his claim in this state, he
shall file it with the ancillary receiver in the manner provided by the
law of this state for the proving of claims against insurers domiciled
in this state, and he shall give notice in writing to the receiver in
the domiciliary state either by registered mail or by personal service
at least forty days prior to the date set for hearing. The notice shall
contain a 'concise statement of the amount of the claim, the facts on
which it is based, and the priorities asserted, if any. If the
domiciliary receiver, within thirty days after the giving of such
notice, shall give notice in writing to the ancillary receiver 'and to
the claimant, either by registered mail or personal service, of his
intention to contest such claim, he shall be entitled to appear or to be
represented in any proceeding in this state involving the adjudication
of the claim.

(3) The final allowance of the claim by the courts of this state
shall be accepted as conclusive as to its amount, and shall also be
accepted as conclusive as to its priority, if any, against special
deposits or other security located within this state.

§ 7413. Priority of preferred claims, special deposit claims and
secured claims. (a) In a delinquency proceeding against an insurer
domiciled in this state, claims owing to residents of ancillary states
shall be preferred claims if like claims are preferred under the laws of
this state. All such claims whether owing to residents or non-residents
shall be given equal priority of payment from general assets regardless
of where such assets are located.

(b) In a delinquency proceeding against an insurer domiciled in a
reciprocal state, claims owing to residents of this state shall be
preferred if like claims are preferred by the laws of that state.

(c) The owners of special deposit claims against an insurer for
which a receiver is appointed in this or any other state shall be given
priority against their several special deposits in accordance with the
provisions of the statutes governing the creation and maintenance of
such deposits. Tf thare is a deficienav in anv such denosit sa that the
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claims secured thereby are not fully dlscharqed therefrom, the clalmants
may share  in the general assets, but such sharing shall be deferred
until general creditors, and also claimants against other special
deposits who have received smaller percentages from their respective
special deposits, have been paid percentages of their claims equal  to
the percentage paid from the special deposit.

(d}) The owner of a secured claim against an insurer for which a
receiver has been appointed in this or any other state may surrender his
security and file his claim as a general creditor, or the claim may be
discharged by resort to the security, in which case the deficiency, if
any, shall be treated as a claim against the general assets of the
insurer on the same basis as claims of unsecured creditors. If the
amount of the deficiency has been adjudicated in ancillary proceedings
as provided in this act, or if it has been adjudicated by a court of
competent jurisdiction in proceedings in which the domiciliary receiver
has had notice and opportunity to be heard, such amount shall be
conclusive; otherwise the amount shall be determined in the delinquency
proceeding in the domiciliary state.

S 7414. Attachment and garnishment of assets. During the pendency of
delinquency proceedings' in this or any reciprocal state no action or
proceeding in the 'nature of an attachment, garnishment, or execution
shall be commenced or maintained in the courts of this state against the
delinquent 1insurer or its assets. Any lien obtained by any such action

. or proceeding within four months prior to the commencement of any such
delinquency proceeding or at any time thereafter shall be void as
against any rights arising in such delinquency proceeding.

S 7415. Uniformity of interpretation. The uniform insurers
liquidation act shall be interpreted and construed to effectuate its
general purpose to make uniform the law of those states that enact it.
To the extent that its provisions, when applicable, conflict with other
provisions of this chapter, the provisions of this act shall control.

S 7416. Grounds for dissolution of domestic insurer. The
superintendent may apply under this article for an order dissolving the
corporate existence of a domestic insurer: (i) upon his application for -
an order of liquidation of its business, or at any time after such order
has been granted; or (ii) upon the grounds specified in subsection (m)
of section seven thousand four hundred two of this article, regardless
of whether an order of liquidation is sought or has been obtained.

S 7417. Commencement of a proceeding. The superintendent
represented by the attorney general shall commence any proceeding under
this article by an application to the supreme court, in the judicial
district in which the principal office of the insurer is located, for an
order directing such insurer to show cause why the superintendent should
not have the requested relief. On the return of such order, and after a
full hearing, which shall be held without delay, such court shall either
deny the application or grant it together with such other relief as the
nature of the case and the interests of policyholders, creditors,
shareholders, members, or the public may require.

S 7418. Service of order to show cause. (a) The order to show
cause and the papers upon which it is granted shall be served upon the
insurer named therein by delivering true copies to, and leaving them
with:

{1) If a domestic corporation: its president or other head, the
secretary or clerk to the corporation, the cashier, the treasurer or any
director or managing agent.

(2) If a foreign or alien corporation: its president,
vice-president, treasurer or assistant treasurer, secretary or assistant
secretary, or any director or managing agent or, if the corporation has
no such officers within this state, to the officer performing
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(3) If a voluntary, unincorporated or a joint stock association,
order or society: the president, vice-president, treasurer, director,
trustee or other officer or a member with managerial powers.

(4) ~If a reciprocal insurer or Lloyds underwriters: the duly
designated attorney-ln fact. :
(b) When it is satisfactorily proved by the verified report of an

examiner to the superintendent or by affidavit of any other person
familiar with the facts that the persons upon whom service is required
to be made have departed from the state or keep themselves concealed
therein or have resigned from their offices within forty days prior to
the application for an order to show cause under the provision of this
section, or that service cannot be made immediately by the exercise of
reasonable diligence, such order may provxde for service in such manner
as the court directs.

S 74189. Injunctions. . (a) Upon application by the superintendent
for an order to show cause under this article or at any time thereafter,
the court in which such order is -made, or any justice thereof may
without notice issue an injunction restraining the insurer, its
officers, directors, shareholders, members, trustees, agents, servants,
employees, policyholders, attorneys, managers, and all other persons
from the transaction of its business or the waste or disposition of its
property until further order of the court.

(b) Such court or justice may at any time during a proceedlng under
this article issue such other injunctions or orders as it deems
necessary to prevent interference with the superintendent or the
proceeding, or waste of the assets of the insurer, or the commencement
or prosecution of any actions, the obtaining of preferences, Jjudgments,
attachments or other liens, or the making of any 1levy against the
insurer, its assets or any part thereof.

S 7420. Annual report. The superintendent shall transmit to the
legislature in his annual report the names of all insurers proceeded
against under this article together with such facts as shall acquaint
the policyholders,. creditors, shareholders, and the public with all
proceedings. To that end the special deputy superintendent in charge of
any such insurer shall file annually with the superintendent a report of
the affairs of such insurer.

S 7421. Removal of proceedings. Any time after commencement of a
proceeding under this article, the superintendent may apply ex parte to
the court or any justice thereof for an order changing the venue of and
removing the proceeding to Albany county, or, in the discretion of the
superintendent, to any other county of this state in which he deems that
such proceeding may be most economically and efficiently conducted.
Upon the filing of any such application, the court or any justice
thereof shall direct the clerk of the county wherein such proceeding is
pending to transmit all papers filed therein with such clerk to the
clerk of the county to which such proceeding is removed. The proceeding
shall thereafter be conducted in such other county as though it had been
commenced in such county. .

S 7422. Appointment of deputies; employment of assistants. (a) For
the purposes of this article the superintendent shall have power to
appoint special deputy, and assistant special deputy, superintendents as
his agents, and to employ such counsel, clerks and assistants as may by
him be deemed necessary and to give them such powers to assist him as he
considers wise.

(b) The compensation of such special and assistant special deputy
superintendents, counsel, clerks and assistants, and all expenses of
conducting any proceeding under this article shall be fixed by the
superintendent, subject to the approval of the court, and shall be paid
out of the funds or assets of such insurer.

- - aa - . - - - - .o . . . -«
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S /423. Exemption trom tiling tees. ''he superintendent shall not be
required to pay any fee to any county clerk, register or other public
officer in this state for filing, recording, issuing a transcript or
certificate, or authenticating any paper or instrument pertaining to the
exercise by the superintendent of any of the powers or duties conferred
upon him by any of the provisions of this article, whether or not such
paper or instrument be executed by the superintendent or his deputies or
attorneys of record and whether or not it 1is connected with the
commencement of an action or judicial proceeding by or against the
superintendent, or with the subsequent conduct of such an action or
proceeding.

S 7424. Deposit of monies collected; preference. Monies collected
by the superintendent in a proceeding under this article shall be
deposited in one or more state or national banks, savings banks, or
trust companies. In the case of insolvency or voluntary or involuntary
liquidation of any such depositary organized and supervised under the
laws of this state, such deposits shall be entitled to priority of
.payment on an equality with any other priority given by the banking law
of this state. The superintendent may in his discretion deposit such
monies or any part thereof in a national bank or trust company as a
trust fund. :

S 7425, Voidable transfers. (a) Any transfer of, or lien created
upon, the property of an insurer within twelve months prior to the
granting of an order to show cause under this article with the intent of
giving to any creditor or enabling him to obtain a greater percentage of
his debt than any other creditor of the same class and which is accepted
by such creditor having reasonable cause to believe that such a
preference will occur, shall be voidable.

{b) Every director, officer, employee, shareholder, member or other
person acting on behalf of such insurer who shall be concerned in any
such prohibited act and every person receiving thereby any property of
such insurer or the benefit thereof shall be personally liable therefor
and shall be bound to account to the superintendent.

(c) The superintendent, as liquidator, rehabilitator or conservator
in any proceeding under this article, may avoid any transfer of, or lien
upon, the property of an insurer which any creditor, shareholder or
member of such insurer might have avoided and may recover the property
transferred or 1its value from the transferee unless he was a bona fide
holder for value prior to the date of the granting of an order to show
cause under this article. Such property or its value may be recovered -
from anyone who has received it except a bona fide holder for value.

{(d) Notwithstanding the provisions of subsection (a) of this section,
a commutation of a reinsurance agreement, approved by the superintendent
pursuant to section one thousand three hundred twenty-one of this
chapter, shall not be voidable as a preference.

S 7427. Offsets. (a) In all cases of mutual debts or mutual
credits between the insurer and another person in connection with any
action or proceeding under this article, such credits and debts shall be
set off and the balance only shall be allowed or paid, except as
provided in subsection (b) hereof.

(b) No offset shall be allowed in favor of any such person,
however, where: )

(1) the obligation of the insurer to such person would not at the
date of the entry of any liquidation order, or otherwise, as provided in
section seven thousand four hundred five of this article, entitle him to
share as a claimant in the assets of such insurer, or

(2) the obligation of the insurer to such person was purchased by
or transferred to such person with a view of its being used as an
offset, or

(3) the obligation of such person is to pay an assessment levied
against the members of a mutual insurer or to pay a balance upon a
subscription to the shares of a stock insurance corporation.
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S 7428. Disposition of assets and compromise of claims. (a) The
superintendent may, subject to the approval of the court:

(1) sell or otherwise dispose of all or any part of the real and
personal property of an insurer against whom, a proceeding has been
brought under this article, and

(2) sell or compound all doubtful or uncollectible debts or claims
owed by or to such insurer including claims based upon an assessment
levied against a member of a mutual insurer.

(b) If the amount of any such debt or claim owed by or to such
insurer does not exceed twenty-five hundred dollars, the superintendent
may compromise or compound the same upon such terms as he may deem for
the best interests of such insurer without obtaining the approval of the
court.

(c) The superintendent may, subject to the approval of the court,

“sell, or agree to sell, or offer to sell, any assets of such an insurer
to such of its creditors who may desire to participate in.the purchase,
to be paid for in whole or in part out of dividends payable to such
creditors.

(d) Upon application of the superintendent, the court may designate
representatives to act for such creditors in the purchase, holding
and/or management of. such assets, and the superintendent may, subject to
the approval of the court, advance the expenses of such representatives
against the security of the claims of such creditors.

S 7429. Borrowing on the pledge of assets. To facilitate the
rehabilitation, liquidation, conservation or dissolution of an insurer
pursuant to this article the superintendent may, subject to the
approval of the court, borrow money and issue evidences of indebtedness
therefor and secure repayment by a security interest in any or all
property, real, personal or mixed of such insurer. Subject to court
approval, the superintendent may take all other action necessary and
proper to consummate such loans and provide for their repayment. The
superintendent shall be under no obligation personally or in his
capacity as superintendent to repay any loan made pursuant to this
section.

S 7430. Levy of assessments; determination of liability of members.
(a) Within three years from the date of an order of rehabilitation or
liquidation of a domestic mutual insurer filed in the office of the
clerk of the county in which the insurer had its principal office, the
superintendent may make a report to the court setting forth:

(1) the reasonable value of the insurer’'s assets;

(2) its probable liabilities; and . .

(3) the probable necessary assessment, if any, to pay all possible
claims and expenses in full, including expenses of administration.

{(b) (1) Upon the basis of such report, including any amendments, the
court, ex parte, may levy one or more assessments against all members of
such insurer who, as shown by the records of the company, were members
at any time within one year prior to the date of the 1issuance of the
order to show cause under section seven thousand four hundred seventeen
of this article.

(2) The assessments shall cover the excess of the insurer's probable
liabilities over the reasonable value of its assets and the estimated
cost of collection and percentage of uncollectibility thereof.

(3) The total assessments against any member with respect to any poli-
cy, whether levied by the board of directors of such insurer, the super-
intendent in liquidation or rehabilitation of such insurer, or other-
wise, and whether levied to make good an impairment of required minimum
surplus or for any other purpose under this chapter, shall be for no
greater amount than that specified in the by-laws and policies of that
member and may be limited as prescribed in subsection (a) of section
four thousand one hundred eleven of this chapter. However, if the court
finds that such policy was issued at a rate of premium below the minimum
rate lawfullv permitted for the risk insured. the court mav determine
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the upper limit of such assessment upon the basis of an adequate rate
for such insurance.

(4) No such assessment shall be levied against any member with respect
to any non-assessable policy issued in accordance with the laws of this
state. - :

{(c} Thereafter, upon +the filing of a further detailed report by the
superintendent, the court shall issue an order directing each member of
such insurer if he shall not pay the amount assessed against him to the
superintendent on or before a day to be specified in said order, to show
cause why he should not be held liable to pay such assessment together
with costs as set forth in subsection (e) hereof and why the superinten-
dent should not have judgment therefor.

{d) The superintendent shall at least twenty days before the return
day of the order cause a notice of such order setting forth a brief
summary of the contents of such order to be published in such manner as
shall be directed by the court and mailed to each member at his last
known address appearing on the records of the insurer, or at his last
known address, if no address so appears.

(e) On the return day of such order to show cause, if such  member
shall not appear and serve verified objections upon the superintendent,
the court shall make an order adjudging that such member is liable for
the amount of such assessment together with ten dollars costs and
directing that the superintendent may have judgment therefor. If the
member shall appear and serve verified objections upon the superinten-
dent there shall be a full hearing before the court or a referee to hear
and determine, who, after such hearing, shall make an order either nega-
tiving the liability of such member to pay the assessment or directing
that the superintendent may have judgment for the whole or some part of
the assessment and twenty-five dollars costs and necessary disbursements
incurred at such hearing.

(f) A judgment upon any such order, whether granted by a court or
referee, shall have the same force and effect, and may be entered and
docketed, and may be appealed from as if it were a Jjudgment in an
original action brought in the court in which the proceeding is pending.

S 7431. Determination  of liability of members for other
indebtedness. (a) If it shall appear that a member of a domestic mutual
insurer is indebted to such insurer, apart from his liability to
assessment, the court may, upon the application of the superintendent,
in any order under section seven thousand four hundred thirty of this
article directing such member to show cause why he should not be held
liable to pay an assessment, likewise direct him to show cause why he
should not be held liable to pay such indebtedness.

(b) The 1liability of such member for such indebtedness shall be
determined in the same manner, and at the same time, as his 1liability
for such assessment is determined, and the superintendent may have
judgment therefor, without any additional costs.

S 7432. Adjudication of insolvency of insurer; time to file claims.
(a) If upon the granting of an order of liquidation pursuant to section
seven thousand four hundred four of this article or at any time
thereafter during such liquidation proceeding, such insurer shall not be
clearly solvent, the court shall, after such notice and hearing as it
deems proper, make an order declaring such insurer to be insolvent.

" (b) Where a liquidation, rehabilitation or conservation order has
been entered in a proceeding against an insurer under this article, all
persons who may have claims against such insurer shall present the same
to the liquidator, rehabilitator or conservator at a place specified by
him within four months from the date of the entry of such order, or, if
the superintendent shall certify that it is necessary, within such
longer time as the court shall prescribe. The superintendent shall
notify all persons who may have claims against such insurer as disclosed
by its books and records, to present the same to him within the time as
fixed. The last day for the filing of proofs of claim shall be
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determined by the court.
(c) Proofs of claim may be filed subsequent to the date specified,

but, no such claim shall share in the distribution of the assets un;ml
all allowed claims, proofs of which were filed before such specified
date, have been paid in full with interest: :

S 7433. Proof and allowance of claims. (a) (1) A proof of claim shall
consist of a written statement subscribed and affirmed by the claimant as
true under the penalties of perjury, setting forth the claim, the
consideration therefor, any securities held therefor, any payments made
thereon, and that the sum claimed is justly owing from the insurer to the
claimant. -

(2) If a claim is founded upon an instrument in writing, such
instrument, unless lost or destroyed,. shall be filed with the proof of
claim. After the filing of such instrument the superintendent may in his
discretion permit the c¢laimant to retain such instrument until final
disposition of the claim. If such instrument is lost or destroyed, a
statement of such fact and of the circumstances of such loss or destruction
shall be filed under cath with the claim.

(b) (1) Upon the liquidation of any domestic insurer or United States
branch which has issued policies insuring the lives of persons, the
superintendent shall, within thirty days after the last day set for filing
claims, make a list of the persons who have not filed proofs of claim with
him, to whom it appears to his entire satisfaction, from the records of the
company, that there are owing amounts on such policies and he shall set
opposite the name of each person such amount so owing to such person. Each
person whose name shall appear upon such list shall be deemed to have duly
filed, prior to the last day set for the filing of claims;, a proof of claim
for the amount set opposite his name.

(2) Upon the liquidation of any .domestic insurer or United States
branch which has issued property/casualty policies, the superintendent
shall, within thirty days after the last day set for filing claims, make a
list of all persons whose name appears on the books and records of the
company as policyholders or claimants. Each person whose name appears upon
such list shall be deemed to have duly filed a proof of claim prior to the
last day set for the filing of claims.

(c) No contingent claim shall share in a distribution of assets of an
insurer adjudicated to be insolvent by an order made pursuant to section
seven thousand four hundred thirty-two of this article except that any such
claim shall be considered if properly presented and may be allowed to share
if:

(1) it Dbecomes absolute against the insurer on or before the last day
fixed for filing of proofs of claim, or

{2) there is a surplus and the liquidation is thereafter conducted upon
the basis that such insurer is solvent.

(d) (1) Where a liquidation, rehabilitation or conservation order has
been entered in a proceeding against an insurer under this article, any
person who has a cause of action against an insured of such insurer under a
liability insurance policy issued by such insurer, shall have the right to
file a claim in the proceeding, even though the claim is contingent.

(2) The claim may be allowed:

(A) if it may be reasonably inferred from the proof presented that such
person would be able to obtain a judgment upon such cause of action against
such insured;

(B) if such person shall furnish suitable proof, unless the court for
good cause shown shall otherwise direct, that no further valid claims
against such insurer arising out of his cause of action other than those
already presented can be made; and

(C) if the total liability of such insurer to all claimants arising out
of the same act of its insured shall be no greater than its total liability
would be were it not in liquidation, rehabilitation or conservation.

(3) No judgment against such an insured taken after the date of the
entry of the liquidation, rehabilitation or conservation order shall be
qonsidered %n the proceedings as evidence of liability or of the amount of
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damages. NO judgment agalnst an 1nsured taken by derault, 1nquest oOr
collusion prior to the entry of a liquidation order shall be considered as
conclusive evidence in the proceeding either of the liability of such
insured to such person upon such cause of action or of the amount of
damages to which such person is therein entitled.

(e) Debts owing to a state, county, district or municipality, or any
subdivision thereof, as a penalty or forfeiture, shall not be allowed
except for the amount of the pecuniary loss sustained by the act,
transaction or proceeding out of which the penalty or forfeiture arose,
with reasonable and actual costs occasioned thereby, and such interest as
may have accrued thereon according to law.

(f) No claim of any secured claimant shall be allowed at a sum greater
than the difference between the value of the claim-without security and the
value of the security itself as of the date of entry of the order of
liquidation or such other date set by the court for fixation of rights and
liabilities as provided in section seven thousand four hundred five of this
article, unless the claimant shall surrender his security to the
superintendent in which event the claim shall be allowed in the full amount
of its value.

S 7434. Distribution of assets. (a) (1) Upon the recommendation of
the superintendent, and under the direction of the court, distributiocn
payments shall be made in a manner that will assure the proper recogni-
tion of priorities and a reasonable balance between the expeditious
completion of the liquidation and the protection of unliquidated and
undetermined claims. The priority of distribution of claims from an
insolvent property/casualty insurer in any proceeding subject to this
article shall be in accordance with the order in which each class of
claims is set forth in this paragraph and as provided in this paragraph.
Every claim in each class shall be paid in full or adequate funds
retained for such payment before the members of the next class receive
any payment. No subclasses shall be established within any class. No
claim by a shareholder, policyholder or other creditor shall be permit-
ted to <circumvent the priority classes through the use of equitable
remedies. The order of distribution of claims shall be:

(i) Class one. Claims with respect to the actual and necessary costs
and expenses of administration, incurred by the ligquidator, rehabilita-
tor or conservator under this article. .

{ii) Class two. All claims under policies including such claims of the
federal or any state or local government for losses incurred, third
party claims, claims for unearned premiums, and all claims of a security
fund, guaranty association or the equivalent except claims arising under
reinsurance contracts.

(iii) Class three. Claims of the federal government except those under
class two above. '

(iv) Class four. Claims for wages owing to employees of an insurer
against whom a proceeding under this article is commenced for services
rendered within one year before commencement of the proceeding, not
exceeding one thousand two hundred dollars to each employee, and claims
for unemployment insurance contributions required by article eighteen of
the labor law. Such priority shall be in lieu of any other similar
priority which may be authorized by law.

(v) Class five. Claims of state and local governments except those
under class two above.

(vi) Class six. Claims of general creditors including, but not limited
to, claims arising under reinsurance contracts.

(vii) Class seven. Claims filed late or any other claims other than
claims under class eight or class nine below.

(viii) Class eight. Claims for advanced or borrowed funds made pursu-
ant to section one thousand three hundred seven of this chapter.

(ix) Class nine. Claims of shareholders or other owners in their
capacity as shareholders.

(2) Severability. If any classification or priority provided for in
paragraph one of this subsection 1is held to be unconstitutional or
otherwise invalid, the remaining classifications and priorities shall
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continue in effect.

(b) No creditor shall be entitled to interest on any dividend by
reason of delay in payment of such dividend.

(c) Any claimant of another state or foreign country who 1is entitled
to, or receives, a dividend upon his claim out of a statutory deposit or
the proceeds of any qualifying bond or other asset located in such other
state or foreign country shall not be entitled to any further dividend
from the superintendent until all other claimants of the same class
irrespective of residence or place of the acts or contracts upon which
their claims are based shall have received an equal dividend upon their
claims. After such equalization, such claimant shall be entitled to
share in the distribution of further dividends by the superintendent
like all other creditors of the same class wheréver residing.

(d) If, after an adjudication of insolvency, a mutual insurer is found
clearly solvent upon re-examination, its surplus shall be distributed
among all persons, partnerships or corporations whose membership did not
cease earlier than five years prior to the date on which the insurer
ceased issuing policies. The distribution shall be in the proportion
which the total premium contributions of each such member during his or
its entire membership in the insurer bear to the total premium contrib-
utions of all such members entitled under this subsection to any
distributive share of such surplus.

S 7435. Distribution for life insurers. (a) The priority of distribution
of claims from the estate of a life insurance company in any proceeding
subject to this article shall be in accordance with the order in which
each class of claims is herein set forth. Every claim in each class
shall, subject to such limitations as may be prescribed by law and do
not directly conflict with the express provisions of this section, be
paid in full or adequate funds retained for such payment before the
members of the next class receive any payment. No subclasses shall be
established within any class. The order of distribution of claims shall

be: .

(1) Class one. Claims with respect to the actual and necessary costs and
expenses of administration, incurred by the liquidator, rehabilitator,
congervator or ancillary rehabilitator under this article, or by The
Life Insurance Guaranty Corporation or The Life Insurance Company
Guaranty Corporation of New York, and claims described in subsection (d)
of section seven thousand seven hundred thirteen of this chapter.

(2) Class two. Debts due to employees for services performed to the
extent that they do not exceed one thousand two hundred dollars and
represent . payment for services performed within one year before the
commencement of a proceeding under this article. Such priority shall be
in 1lieu of any other similar priority which may be authorized by law as
to wages or compensation of employees.

(3) Class three. All claims for payment for goods furnished or services
rendered to the impaired or insolvent insurer in the ordinary course of
business within ninety days prior to the date on which the insurer was
determined to be impaired or insolvent, whichever is applicable.

(4) Class four. All claims under insurance policies, annuity contracts
and funding agreements, and all claims of The Life Insurance Company
Guaranty Corporation of New York or any other guaranty corporation or
association of this state or another jurisdiction, other than (i) claims
provided for in paragraph one of this subsection, and (ii) claims for
interest.

(5) Class five. Claims of the federal or any state or local government.
Claims, including those of any governmental body for a penalty or
forfeiture, shall be allowed to this class only to the extent of the
pecuniary loss sustained from the act, transaction or proceeding out of
which the penalty or forfeiture arose, with reasonable and actual costs

" occasioned thereby. The remainder of such claims shall be postponed to
the class of claims under paragraph eight of this subsection.

(6) Class six. Claims of general creditors and any other claims other
than claims under paragraphs seven and eight of this subsection.
{7) Class seven. Surplus, capital or contribution notes, or similar
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- . .

- obligations.
(8) Class eight. The claims of (i) policyholders, other than claims
under paragraph four of this subsection, and (ii) shareholders or other
owners.

(b) Every claim under a separate account agreement providing, in effect,
that the assets in the separate account shall not be chargeable with
liabilities arising out of any other business of the insurer shall be
satisfied out of the assets in. the separate account equal to the
reserves maintained in such account for such agreement and, to the
extent, if any, not fully discharged thereby, shall be treated as a
class four claim against the estate of the life insurance company.

(c} For purposes of this section: -

(1) "The estate of the life insurance company”" shall mean the general
assets of such company less. any assets held in separate accounts that,
pursuant to section four thousand two hundred forty of this chapter,
are not chargeable with liabilities arising out of any other business of
the insurer.

(2) "Insurance policies, annuity contracts and funding agreements” shall
mean all policies and contracts of any of .the kinds of insurance
specified in paragraph one, two or three of subsection (a) of ‘section
one thousand one hundred thirteen of this chapter and all funding
agreements described in section three thousand two hundred twenty-two of
this chapter, including all separate account agreements, except that
separate account agreements referred to in subsection (b) of this
section shall be included only to the extent referred to therein.

(3) "Separate account agreement or agreements" shall mean any agreement
or agreements for separate accounts referred to in section four thousand
two hundred forty of this chapter.

S 7436. Claims-made policies; special requirements. (a) Where a policy
has been issued on a claims-made basis by an insurer against which an order
of liquidation, rehabilitation or conservation has been entered pursuant to
this article, the superintendent shall provide, at an appropriate
additional premium by -the insured and consistent with the terms of such
policy, for the issuance of coverage for claims based on occurences prior
to the termination of the policy which. are reported after the termination
of the policy, in the event that the insured seeks to purchase such
coverage in accordance with the terms of such policy.

(b) If. the order of 1liquidation, rehabilitation or conservation is
entered against an insurer which has issued medical malpractice policies on
a claims-made basis, then notwithstanding the entry of such order, the
superintendent shall comply with the requirements for claims-made policies
as set forth in subsections (b), (c) and (d) of section three thousand four
hundred thirty-six of this chapter and paragraphs two, three and four of
subsection (f) of section five thousand five hundred four of this chapter.

(c) In the event that an insured, who has been issued a medical
malpractice policy on a claim-made basis by an insurer against which an
order of liquidation has been entered pursuant to this article, chooses to
purchase coverage from a successor insurer, the superintendent shall
expedite the transfer of coverage that has been accrued, for claims based
on occurrences prior to the termination of the policy which are reported
after the termination of the policy, to the successor insurer of each
insured, in accordance with the requirement for claims-made policies as set
forth in subsections (b), ({c) and (d) of section three thousand four
hundred thirty-six and paragraphs two, three and four of subsection (f) of
section five thousand five hundred four of this chapter.
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BERKSHIRE HATHAWAY GROUP 100 First Stamford Place
Fein P AR MERSPIER (021 5641850 . - Sramlorl. €T 05802

October 1, 2001

The Honorable Janie Miller
Commissioner of insurance for the State of Kentucky
215 Weet Main St, -
Frankfort, KY 40602

Re: Reinsurance Agreement between National indemnity Company
and Frontier Insurance Company

Thank you for taking the time to discuss the situation at Frontier insurance Company with
us last week. R is a challenging set of circumstances, and we are making every effort to
assist the New York Liquidation Bureau in its undertaking to rehabilitate Fromier. Our
combined efforts have included some iInnovative proposals, and we are most grateful for
your willingness to discuss and expicre the situation with us. ’

We are awalting the approval of the New York Uquidation Bureau to share with you
copies of the various agreements that comprise our companies’ relationship to Frontier;
we have no objection in proviiing the documentation to you but, inasmuch as the
Rehabiltator is now acting on behalf of Frontier, only he can chooss to share Frontier's
agreements with third parties.

in the interim, we have set out below a brief overview of the situation from our
perspective; we do not presume 10 speak for the Rehabiltator or other Frontier entities.
Nonetheless, we have summarized below the basic structure of the reinsurance and
administrative agreements. Any omissions are due solely t0 the fact that we wished to
highlight certain portions of the agreements In advance of your meeting tomorrow
conceming this matter. ¥ there is additional information which you belleve would assist
you in your evaluation of this situation, please do not hesitats to ask us for it.

The Reinsurance Agreement.

Effective July 1, 2000, National indemnity Company ("NICO") agreed to reinsure Frontier
Insurance Company ("Frontier”) in respect of its insurance and reinsurance obligations
for accident years 1960 and prior. The Aggregate Limit of the reinsurance was U.S, $800
milfion dotiars. The limk Is reduced by all Ultimate Net Loss, as defined, paid by NICO
under the agreement, Including all allocated and unaliocated (9., overhead of Frontier)
lcss adjustment expence in connection with the Coversd Business. The reineurance
agreement is solely between NICO and Fronitier; R is expreesly provided that no third
parties have any rights under the agreement. in the event of rehabilitation or liquidation,

Page 1
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to ks 1999 and prior business—~coverage for any insurance cbligations issued after 1960,
or for loss occurences occurring after 1890, is expressly exciuded. Under the original
agreement, NICO assumed responsibillty for payment of all gross claims, and was
assigned all reinsurance recoveries.

in connection with the reinsurance, NICO’s affiate, National Liability & Fire insurance
Company ("NLAF") became the administrator of the business reinsured by NICO. NLAF
entered Into an Administration Agreement that is Incorporated into the reinsurance
. agreement by reference. Under the Administration Agreement, NLAF agreed at the
commencement of the arrangement to utilize Frontier personnel in running off the subject
fabilties. Under the Administration Agreement, NL&F ia to be paid by NICO for its efforts
in carrying out the run-off, and it is expressly provided that such fees shal serve to
axhaust the Aggregate Limit under the Reinsurance Agreement.

Endoraemmﬂod.mpmammdadmmmxarmMuMthuayzom. '

in brief, the endorsement modified the agreement as follows:

1. The Reinsured was re-defined to be both Frortier and Rts California-
domiclied sffilate, Frontier Pacific insurance Company ("Frontier
Pacific”). In consideration of premium paid, the Aggregate Limi of
NICO’s llability was increased to U.S.$888,554,275. Frontler and

- Frontier Pacific each have a subiimit within the Aggregats Limit,
Frontier's s U.S.$811,484476 and Frontier Pacific's is
U.S.$47,089,799.

2 NICO became responsible for only the net obligations of Frontier and
Frontier Pacific. Nlcomsnomnmmhmm
reinsurances, and NICO pays only the net sums in respect of the
Reinsured’s labilities, whether the thikd party reinsurers fad to
perform on grounds of insoivency, refusal to pay or anyothor
reason. For purposes of the Reinsurance Agresment,

3. The Reinsureds’ sursty business (excepting bad and appellats bond
business), even for losses occurring after 1999, are brought within
the coverage of the Reinsurancs Agreement. Furthermore, as surety
business premium is samed, the Aggregate Limk of the Relnsurance
Agresment is increased on a doftar-for-dollar basis for each dollar of

Page 2 ' o
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premium actually paid to the Reinsurer.

Events since Rehabilitation.

Frontler voluntarly agreed to enter into rehabliitation earfior this ysar. R is our

that Frontier wished the Department’s assistance due to certain cash flow
issues that had arisen at the company. (Among other things, we understand that
substantial assets were heid in trust by a third party that had entered into an arrangement
with Frontier for business written after 1569.) In any event, R became clear that, unless
some altemative arrangement was put in place, Frontier could not easly meet its
obligations as they came due, despite the existance of substantial reinsurance coverage.
As aresult, NICO and NLAF agreed with the Reguiator to modify the existing agreements
in order to faciiitate the ongaing payment by Frontier of its obligations; that arrangement
is reflected In Endorsement Na. 2 1o the Reinsurance Agreement, which was executed on
behalf of Frontier by Its Rehabiftator.

The arrangement covers all business of Frontier not included within the arrangement that
Frontier entered into with a third party for certain post-1800 business (in other words, the
arangement concems Coversd Liabiities under the Reinsurance Agreement and certain
business that was not within the coverage grant of the Reinsurance Agreement). In
respect of such business, the arrangement provides, among other things, that:

1.  The Rehabiltator authorizes NLAF to settie and arrange payment for,
on a 100% (.8, "groes”) basis al claims other than bond
which are "accelerated due to [Fronter’s) rehabiltation or [the]
fallure of [Frontier] to continue to qualify as an authogized insurer or
surety and any assumed reinsurance.® All sums thus paid which
wwandﬂmcwodbleCOMhMmAgrem
including sums in respect of third party reinsurances, constitute a
loan to Frontier which &t will pay back, with interest.

2 Ether NICO or the Rehabilitator may terminate the arangement at
any tme. Once terminated, all loan sums and accrued interest owed
to NICO will be immediately offset against its remaining reinsurance
obligations to Frontier.

3 NLAF is authorized to administer the coflection of third party
reinsurances owed to Frontier while the armangement Is in place.
Sumns collected will be used to pay down any outstanding loan made
by NICO to Frontier. We are hopeful that this feature of the

will serve to minimize the loan amount, meaning that we
have maximized NICO’s abilty to maintain the arrangement and
support the orderdy and succeesful rehabilitation of Frontier.

Page 3
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greatest threat to the successful rehabiltation of Frontier is a substantial cal on

resources that Is not in the ordinary course of its claims run-off. Clearly, a technical
default of hundreds of millions of dollars of reclamation bonds wouid constitute such an
event. We believe that such an event would undermine the rehabiiitation of the Company,

We have only recently begun operating under this amangement. At this point, the
its

allowed in such a proceeding; the caling of bonds on technical defaut grounds likely
would not constitute a valld claim in such a proceeding. For these reasons, we have .
begun exploring with the Addington organization, and other bond holders, methods by
which the Frontier bonds could be replaced. We are concerned that the short ime ines
that have been put in in Kentucky will not allow sufficient time to achieve that goal,

Once again, we are grateful 10 you and your Department for its wilingness to discuss
these issues and o axplore arry ways in which we can together ensure that al concemned
parties’ interests are protected to the greatest extent possiie,

Page 4
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l“DM
= [State of Utah

Michadl %ol:.‘:: ;Z“e:':s'g:" Temple, Suite 1210
Kathloen Clarke J S8 Lake Clty, Utah 84114-5201
Brecutive Diteczor | 901-538-5340
Lawell P Braxton | $01-359-340 (Fax)
Division Director § 801.538-7223 (TOD)

October 5, 2001

CERITFIED MAIL
7099 3400 0016 8896 0013

Dave Miller, Resident Agent
Lodestar Energy, Inc

H.C.35 Box 370

Helper, Utah 84527

Re: 0l acement Require e ‘ Inc., Horizon Mine, C/007/0
Dear Mr. Miller:

The new surety rules are now effective and Lodestar Energy, Inc. must replace the current surety,
Frontier Insurance Company, within 120 days of receipt of this letter. The new rules, R645-301-860.110,
require that a surety company have a rating of A- or better or a Financial Performance Rating of 8 or better
according to the A.M. Best’s Key Rating Guide and be continuously listed on the Department of Treasury,
Circular 570, Currently, Fronticr Insurance Company is in “rehabilitation” with the New York Insurance
Commission and has a Best’s Rating of “E" and was dropped from the Circular 570 in June 2000,

Please call me (801-538-5306) or Pamela Grubaugh-Littig (301-538-5268) if you have any

questions about this.
Sincerely,
Mary Ann Wright
Associate Director, ing
\
Bnclosure
Bb Davis, Lodestar Energy, Inc.
John Maycock

PAGROUPS\COAL\WPW007001. WO\FINA L\Bondreplacementle®er.doc
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@ State of Utah
DIVISION OF OIL, GAS AND MINING

. ] 1504 West North Temple, Sulle 1210
Michasl O. Leavitt
Toce | PO Box 145801

Salt Lake City, Uteh 84114.8801
Kathleen Clarke

Exscutive Director [| 3015385340

Lowell P. Braxtan || 807-353:3340 (Fax)
Division Director § 801.538:7223 (TOD)

October §, 2001

CERITFIED MAIL
7099 3400 0016 8896 0020

Dave Miller, Resident Agent
Lodestar Energy, Inc
H.C.35Box 370

Helper, Utah 84527

Dear Mr. Miller:

The new surety rules are now effective and Lodestar Energy, Inc. must replace the current surety,
Frontier Insurance Company, within 120 days of receipt of this letter. The new rules, R645-301-860.110,
require that a surety company have a rating of A- or better or a3 Financial Performance Rating of 8 or better
according to the A.M. Best's Key Rating Guide and be conrinuously listed on the Department of Treasury,
Circular 570, Currently, Frontier Insurance Company is in “rehabilitation” with the New York Insurance
Commission and has a Best’s Rating of “E” and was dropped from the Circular 570 in June 2000.

Please call me (801-538-5306) or Pamela Grubaugh-Littig (801-538-5268) if you have any
questions about this. :

Associate Director,Mining

vs

Enclosure

€b Davis, Lodestsr Energy, Inc.

John Mayeock

P\GROUPS\COAL\WM007001 WO\FINAL\Bondreplacementietter.doc
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DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING

. . 1594 Weat Noth Temple, Suits 1210
Michael O, Leavite $0 Box 148801

smoe Sal Laxe City, Utan 841144801

Cla !
Kzt!:il:'vn,_ rke 01
Lowsll P, Braxwog | 801-350-3840 (Fax)

Divisian Dircetnr § 801-838-7223 (TDDY .

Gp|Stateot Utah

October 26, 2001

Dave Miller, Resident Agent
Lodestar Bnergy, Inc.
- HC35Box 370
_ Helper, Utah 84526

Re: isi iS it is It Conto i Ibd

Energy Iric., White Oak Mine, C/007/001 -SROIA. Outgoing File

) i)caer. Miller: _ ] .=

The Division has processed the Whisky Creek Contour Mining of Barrier Coal (fee coal)
significant revision to the White Oak Mine, including all materials submitted as of this date and
has determined the application to be complete and adequate for issuance of a revised permit.
The Decision Document and permit are enclosed. Please note the nin¢ special conditiopsin
Attachment A. The conditions have ditferent time frames with which to comply, some as short
as five days. Please have both copies of the permit signed by an authorized representative and
return one to the Division.

If you have ary questions, please call me.

Sincerely,

N

Lowell P.
Dirpctor

Enclosures: Decision Document, 2 permits
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ATTACHMENT A

As conditions of the permit, the Permittee must provide the following in accordance with:

Ry

2)

3

4

Water Monitoring. R645-301-731.200,
Lodestar Energy, Inc. will submit water quality data for the White Oak Complex and
Loadout. in an electronic t‘ormax through the Electronic Data Input web site,

</ . A in/ ‘

Mining Operations and Facilitics. R645-301-553. The Permittee may take more than
60 days to do rough backfilling and grading pravided that no more than 306,000 LCY of
spoil may be stored in the temporary spoil pile or in apy pit or other location at the mine
where it is not in the approximate location for final grading.

R645-301-560. The Permittee must establish the approximate location of the upper,
portion of Whisky Creek during rough backfilling and grading.

Operations Plan Hydrologic Information. '

- R645-301-742.310. By November 26, 2001, the Permittee will revise all Map R645-301-

742-310B versions (submitted on September 10, 2001) to indicate that the correct
weighted curve number for Zone 4 is 74.

Operational Use of Explosives. R645-301-524.330 and R645-301-524.340. A pre-blast
survey of the Questar gas pipeline must be conducted by the Permittee. Copics of the
pipeline survey must be provided to Questar prior to blasting to provide an opportuaity
for commentls. Copies of pipeline survey. must be provided to the Division within 10
days of complenon of the survey.

General Reclamation Reqmremenn. R645-301-541.400. By January 26, 2002, details .

_of the reclamation sequence of the Belina Haul Road and the White Oak Complex coal

pad and Sediment Pond 004A must be submitted to the Division

Post Mining Land Uses. R645-301-412, By January 26, 2002, the Permittee must
remove all references to construct the 1200-foot section of road because the Oman's
desire to construct it themselves or the lease agreement must be modified. Also by
January 26, 2002, comments from the lendowners conceming the postmining land use
for Section 30 must be provided. ;

Received Time ~ Dec, 20 (2:18FM Print Time  Dec. 20 12:20PM-
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D Hydrologic Reclamation Plan. ,
R645-301-731.120. By November 26, 2001, the Permittee must revise Figure SRP-2'to
include: 1) the location of the highwall in the Relocated Stream Profile that will be
moved further upstream, and 2) the graded spoils in the restored stream channel that will
be removed from the Transition X-Section to more accurately reflect the actual design.

8) Maps Plans and Cross-Sections of Reclamation. R645-301-542.300 and R645-301-
521.152. By November 26, 2001 the Permittee must provide the Division with a contour
map of the reclaimed White Oak mine site at a scale of I’ = 100" that show the contours

. within 100 feet of the disturbed area boundaries. (Map R645-301-527 Sheet 13, White
Oak Mine Site Final Reclamation Contours does not show the contour that are. 100 linear
feet outside the disturbed area boundarics

9) Bonding. R645-301-840.520 By November 2, 2001, the Permittec must notify the

Division of the capacity of Frontier lnsurance Company to provide adequate bond -
coverage for the While Oak Complex.

0:\007001 WOFINAL\PERMIT\cevP_102601.do¢

.-
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Lodestar Energy, Inc.
Mountain Operations
" White Oak, Horizon, and Grand Valley Mines
HC35 Box 370
Helper, Utah 84526

November 2, 2001

Ms. Pamela Grubaugh-Lirtig

Utah Coal Program

Uuh Division of Oil, Gas and Mining
1549 West North Temple, Suite 1210
Salt Lake City, UT 84114-5801

RE:  Notification of Incapacity of Surety Company
Dear Ms. Grubaugh-Littig:

Lodestar Energy, Inc. is providing this letter in compliance with Utah Regulation R645-
301.840.520. It has come to our attention that the Utah Insurance Department completed
proceedings for the revocation of Certificate of Authority against Frontier Insurance
Company 195 Lake Louis Marie Road, Rock Hill, NY 12775 on October 24, 2001. The
certified letter of the procecding and order-was mailed to Frontier Insurance Company on
Octaber 25, 2001.

The order becomes final in fifteen (15) days after the date of mailing unless a written
request for 8 hearing is received from the Respondent. The Respondent has 30 days from
the date the order becomes final to seck an agency review by filing a written petition.

An “Order of Rehabilitation” was entered by the Supreme Court of the State of New
York ou October 15, 2001, which includes a finding that “Froater is insolvent”. Tt is our
understanding that Frontier would deny that any mcapacxty" is created by any such
insolvency.

Please feel fres to contact Eberley Davis — Lodestar (Lexington) at (859)255-4006 or
myself at (435) 448-9454.

Sincerely,

L-__,.&.’?a\—».Q,L\_

David B. Miller
Business Manager

Cc:  Ebexley Davis — Lodestar Energy (Lexington)

File:/Mydocuments/DOGM/DOGMO1 1 102.doc
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State of Utah

DEPARTMENT OF NATURAL RESOURCES
NP | DIVISION OF OIL, GAS AND MINING

1594 West Nodh Temple, Suke 1210
Gomries | PO Box 145801
Kachisen Clarke Salt Lake City, Utah 84114.5801
Lizesmtive Digector | 8015386340
Lawell P. Braxeon [ $01-369-3040 (Fax)
Divizion Director § 801-538-7223 (TOO)

Midisel O, Lenvict

November 13, 2001

CERTIFIED MAIL
7099 3400 0016 8895 9970

Dave Miller, Resident Agent
Lodestar Energy, Inc.

HC 35Box 370

Helper, Utah 84526

Re: ed Letter, Bon " lacement ired Inc., White Oak Mine.
. 07/ izon Mine, C/007, ing Fj

. Dear Mr. Miller:

Lodestar Energy, Inc. must maintain surety for the Horizon Mine and White Oak Mine Complex
as required by the provisions of UCA 40-8-14 and rules enacted thercunder. The Supreme Court of the
State of New York declared Frontier insolvent on October 15, 2001, In accordance with Utah Regulation
R645-301-840.520, Lodestar Energy, Inc., must replace the two Frontier Insurance Company bonds
within 60 days of receipt of this letter, but no later than COB January 7, 2002. The White Oak Mine
bond, Frontier Insurance Company Bond #143715, in the amount of $3,832,000; and the Horizon Mine
bond, Fronticr Insm'ancc Company Bond #143714, in the amount of 3342 000, require replacement.  ~

lfreplacemcnt surety is not posted thhm this time frame Lodestar must cease coal extraction and
comply with the provisions of R645-301-541.100 through R645-30 1-541.400 as applicable and
immediately begin to conduct reclamation operations in accordance with the reclamation plan.

If you have any questions, please call me.
Sincerely.

Mary Ann
Associate

vg
& Price Fiel Office
PAGROUPS\COAL\WINGOT001 WOWFINAL \pgliodesar.doc
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Lowell P. Srmen | 8013553040 (Pex)

June $, 2000

CERTIFIED
P 074 978 604

Dave Miller, Resident Agent
Lodestar Eaergy, Inc.
HC 35 Box 370

_ Helper, Utah 84526

Dear Mr. Miller:

White Oak Mine is currently mining federal coal and Horizou Mine is teeking a permhit to mine
fiedera! coal, but has mined through the BLM right<cf-way. Federal sgencics and bonds with federal
obligoes may auly be accepted if they are written by a surety listed in the Department of Treagxy,
Cicylaz S70, I has recently come to the atteation of the Division that Frootier Insurance Company is no
langer an acceptable surety oa federal bonds, see Department of Treasury listing dated fune 1, 2000
(attached). Additionally, the A.M, Best Rating Guide cusrently mted this compeay at C++ (attached).
mummwmmumwmpmkmmmmwwhm

Therefore, pursuant to the requirements of R645.301-870 please replace surety bonds # 143718
. in the amount of $4.292,000 for White Oak Mine and #125427 in the amount of $711,000 for the
Herizon Mine, both issued by Frontier Insuranceé Companiy by July 15, 2000.

Ifyouhnunyquaﬁm,plu_uunme.

e . - EXHIBIT
v eanm g IO
0:007001. WONDONDIweplacal2000. wpd
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Lodestar Energy, Inc.

Mountain Operations
White Oak Mines, Horizon Mine and Grand Valley Mines
HC 35 Box 370
Helper, Utah 84526

June 22, 2000

Ms. Pamela Grubaugh-Littig -
State Of Utah

Dept. of Natural Resources

Division of Oil, Gas and Mining

1594 West North Temple, Suite 1210

Box 14501

Salt Lake City, Utah 84114-5801

Dear Ms. Grubaugh-Littig:

This letter is in response to your letter of June 5, 2000 concerning the replacement of sureties we
currently have for the White Oak and Horizon Mines by July 15, 2000.

This letter is to assure you that we are currently pursuing the replacement of these bonds.
However, we will not be able to replace these bonds by the deadline date set in your letter.

The issue with Frontier Insurance Company has put us in a bind corporate-wide since they not
only provide our reclamation bonding in several states but also our worker’s compensation
bonding. Their down grading has come at the time when we are restructuring our corporate debt.
The replacement of our bonding program with Frontier will be completed in conjunction with the
restructuring.

Our corporate office has assured me that this process should be completed by the end of August
this year. I am requesting an extension of 45 days from your deadline date of July 15, 2000 to
have bonds #143718 for $4,292,000 and #125427 for $711,000 replaced with surety bonds from
an approved company.

Sincerely,

*

\)u}\__’& : )—»\.& -

David B. Miller
Business Manager

Cc: R. Eberley Davis — Corporate Counsel
File: \Mydocuments\DOGM000622.doc

EXHIBIT




Lodestar Energy, Inc.

Mountain Operations
White Oak Mines, Horizon Mine and Grand Valley Mines
: HC 35 Bax 370
Helper, Utah 84526

September 6, 2000

Ms. Pamela Grubaugh-Littig -
Utah Coal Program

Utah Division of Oil, Gas and Mining

1594 West North Temple, Suite 1210

Salt Lake City, Utah 84114-5801

Dear Ms. Grubaugh-Littig:

This letter is an update on the replacement of sureties for the White Oak Mines Permit No.
ACT/007/001 and the Horizon Mine Permit No. ACT/007/020 by September 15, 2000.

We requested the original extension based on our assertion that Lodestar is in the midst of a
financial restructuring, and the replacement of the Frontier Insurance Company bonding program
would be part of that restructuring. Unfortunately, the reorganization of Lodestar’s finances has
not proceeded as quickly as we had hoped and expected. However, the restructuring is
proceeding and due to deadlines associated with certain of Lodestar’s financial commitments, the
restructuring must be completed before the end of the year. We are requesting a further extension
until December 31, 2000.

We would appreciate your consideration in allowing us until December 31% to replace these
sureties.

If you have any questions conceming this issue, feel free to contact myself at (435)637-9200 or
Eberley Davis — Lodestar General Counsel at (606)255-4006.

Sincerely,

Mecmem b

David B. Miller
Business Manager

Cc: R. Eberley Davis — General Counsel
File: \Mydocuments\DOGM000906.doc
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Lodestar Energy, Inc.
. Mountain Operations
White Oak, Horizon, and Grand Valley Mines
HC3S Box 370
Helper, Utah 84526

ENERGY

January 16, 2001 ’ -

Ms. Pamela Grubaugh-Littig

Utah Coal Program

Utah Division of Oil, Gas and Mining
1594 West North Temple, Suite 1210
Sale Lake City, Utah 84114-5801

Dear Ms. Grubaugh-Littig:

This letter is an update on the-replacemént of the suretics for the White Oak Mines Permit
No. C/007/001 and the Horizon Miae Permit No. C/007/020 by December 31, 2000

‘We arc tequcstmg to extend the date to have the rep!acement bonds in place. It is

" difficult (o give the exact date that the current financial situation at Lodestar will be
rectified. Lodestar is negotiating the restructuring of our Senior Notes. as well as
invesligating invesunents from strategic investors. However, the Securites and
Exchange Commission rules prohibit us from disclosing any more detail about the efforts
to restructure the debt. at this time. As-soon as we have morc information that we can
share, we will provide that to you

To date. nonc of our lenders have taken any action to restrict Lodestar from operating in
the normal course of business.

- However, due to Lodestar’s cwrreat financial situation, it does not have access to surety
markets to satisly its bonding requirements in the normal course of business, and
therefore is required to meet its bouding requirements with cash. Cument cash
availability is not great enough to replace the Utah bonds with cash or Letters of Credit.

If you know of any alternatives that the State is willing to discuss during this period of
~waiting, please feel free to contact Eberley Davis — Lodestar (Lexington) (859)255-4006

or myself at (435)448-9454.
Sinccrely,
) GG FU
David B. Miller | - - EXHIBIT
Busincss Manager : : : % 5

Ce:  Eberley Davis - Lodestar (Lexington)
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Michael O. hlvm

October 5, 2001

CERITFIED MAIL
7099 3400 0016 8896 0020

Dave Miller, Resident Agent
Lodestar Energy, Inc
H.C.35 Box 370

Helper, Utah 84527

Dear Mr. Miller:

The new surety rules are now effective and Lodestar Energy, Inc. must replace the cutrent surety,
Frontier Insurance Company, within 120 days of receipt of this letter. The new rules, R645-301-860.110,
require that 3 surety company have a rating of A- or better or a Financial Performance Rating of 8 or better
according to the A.M. Best's Key Rating Guide and be conrinuously listed on the Department of Treasury,
Circular $70. Currently, Frontier Insurance Company is in “rehabilitation™ with the New York Insurance
Commission and has a Best’s Rating of “E” and was dropped from the Circular 570 in June 2000.

Please call me (801-538-5306) or Pamela Grubaugh-Littig (801-538-5268) if you have any
questions abqut this.

vs

Eaclosure

Bb Davis, Lodestar Energy, Inc.

John Mayeock
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