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Lodestar Energy, Inc.
Bankruptcy Settlement

I am attaching as Exhibit “A” a copy of the Agreed Order signed by the parties and the
bankruptcy judge and date-stamped as entered by the United States Bankruptcy Court for the
Eastern District of Kentucky February 25, 2002, case Nos. 01-50969 and 01-50972, setting forth
the terms and conditions of the settlement between DOGM, Lodestar (as debtor-in-possession),
and Wexford Capital LLC (as the post-petition superpriority lien holder) regarding replacement of
the Frontier bonds. Because the Agreed Order is full of bankruptcy jargon, this memo is to
explain the structure, purpose and intent of the settlement. 1 am attaching as Exhibit “B” a
separate schedule of the multiple deadlines that the Agreed Order requires Lodestar and Wexford

to meet, in hope of making the deadlines easier to track.

The structure of the agreement is twofold: first, Wexford has now granted to DOGM, as
security for any shortfall in the Frontier bonds, 10% of Wexford’s superpriority lien, not to exceed
$1 million. This will increase to 20%, not to exceed $2 million, unless the December 12, 2002

deadline is met (see “superpriority lien” below and Exhibit B).

Second, Wexford and Lodestar have agreed to replace the Frontier bonds 100% by a
qualified and licensed surety bond company by defined steps within the specific deadlines on
Exhibit B. Bond replacement can be done either by Wexford acquiring the Utah operations from
Lodestar or within the terms of an approved plan of reorganization. In return, DOGM has agreed
not to take further bond enforcement action against Lodestar so long as Wexford and Lodestar
meet the specific deadlines on Exhibit B. If any deadline is missed, DOGM can take immediate
enforcement action against Lodestar without further order of the bankruptcy court, free of the
automatic stay, and the parties and any person claiming by or through them are barred from

seeking any injunction or stay.
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The overall purposes of th eement are:

. To ensure that any Plan of KCorganization will include 100% replace%nt of the Frontier
bonds by a qualified and licensed surety bond company;

. To provide immediate additional security, in the form of a percentage of Wexford’s

superpriority lien, to cover any shortfall in the amount recoverable from the Frontier bonds
during the time necessary for Lodestar’s reorganization and rebonding process, or in the
event the reorganization fails (see “superpriority lien” below);

. To give Lodestar and Wexford the necessary time to negotiate, draft and obtain
bankruptcy court confirmation of a Plan of Reorganization acceptable to the creditors, but
on a very specific timetable, with verifiable deadlines for each important step in the court-
supervised process of reorganization;

. To provide a strong incentive for Wexford to accomplish a successful reorganization with
100% bond replacement, by reducing the amount Wexford can recover under its
superpriority lien should the plan fail; and

. To provide immediate relief from the automatic stay and from any bankruptcy injunction
by Wexford , Lodestar and all parties claiming by or through them, thus avoiding further
time, costs and attorney’s fees, if Lodestar or Wexford fail to meet any deadline in the
rebonding-reorganization process (see Exhibit “B”).

The superpriority lien

As of February 25, 2002, the principal amount of Wexford’s superpriority lien
(representing the amount Wexford has loaned to Lodestar post-petition) was $10 million. It has
since increased to over $13 million. “Superpriority” means that, in the event of a liquidation of
Lodestar, these claims are junior in priority only to prepetition claims secured by Lodestar’s
assets. Superpriority claims must be paid in full before any other claims are paid.

Ten percent of any payment to Wexford on account of its superpriority lien will be held in
escrow until 180 days after DOGM has made written demand on the Frontier bonds. The
escrowed amount will then be paid to DOGM to the extent that Frontier has failed to pay the full
amount of the bond demand. If Wexford has proposed a reorganization plan and has provided a
Bond Replacement Commitment, but is unable to obtain court approval of the plan by the
December 12, 2002 Plan Confirmation deadline, the percent and amount of the superpriority lien
assigned to DOGM will increase to 20%, not to exceed $2 million, and the Plan Confirmation
deadline will be extended by an additional 60 days, to February 25, 2003. DOGM’s participation
in the superpriority lien will continue until all reclamation and other permit obligations have been

met.

JBM
cC: L. Braxton
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K. Seel




. EASTERN DISTRICT OF KENTUCKY

FILED
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UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF KENTUCKY AT LEXINGTON
(LEXINGTON DIVISION) JERRY D. TRUITT, CLERK

IN RE

LODESTAR ENERGY, INC.
LODESTAR HOLDINGS, INC.,

Debtors.

LODESTAR ENERGY, INC,, ET AL.

PLAINTIFFS
vs.
THE STATE OF UTAH, ET AL.

DEFENDANTS.

- U.S. BANKRUPTCY COLRT
Chapter 11 Proceeding

Case Nos. 01-50969 and 01-50972

Jointly Administered under
Case No. 01-50969

Judge Joseph M. Scott, Jr.

Adv. Proceeding No. 02-5001

AGREED ORDER

This matter having come before the Court (i) in this vadversary proceeding upon the

Complaint for Injunctive Relief filed by Lodestar Energy, Inc. (“LEI”)-and Lodestar Holdings,

Inc. (“LHI” and, collectively with LEI, the “Debtors” or the “Plaintiffs”), the Plaintiffs’ Motion

for Temporary Restraining Order and/or Preliminary injunction, and the Memorandum of Law in

Opposition to Plaintiffs’ Motion for Temporary Restraining Order and to Plaintiffs’ Motion for
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an Ordef Determining That (A) Certain Proposed Actions by the State of Utah Would Violate the
Automatic Stay; and (B) the State of Utah has Willfully Violated the Automatic Stay (the
“Objection”) filed by the State of Utah (the “State™), the successor to Kathleen Clarke, Executive
Director of State of Utah Department of Natural Resources, Division of Oil, Gas & Mining
(“DOGM™) and Lowell P. Braxton, Division Director of DOGM | (collectively, the
“Defendants™); and (ii) in the within chapter 11 cases (the “Cases™) on the Debtors’ Motion for
an Order Determining That (A) Certain Proposed Actions by the State of Utah Would Violate the
Automatic Stay; and (B) the State of Utah has Willfully Violated the Automatic Stay, and on the
Defendants’ Objection; and it appearing to'the Court that the parties, and Wexford Capital LLC
(“Wexford™), have agreed tc3 settle and fully resolve all of the disputes and controversies between
them on the terms and conditions set forth in this Agreed Order (this “Order”); ana the Court
finding that approval of such settlement and resélution is in the best interests of the Debtors,
their estates and their creditors and tﬁat good and sufficient cause exists for entry of this Order;
now, therefore, | |
IT IS HEREBY AGREED AND THE COURT FINDS THAT:
- Jurisdiction and Venue ‘_ 4
1. On March 30, 2001, involuntary petitions (the “Involuntary Petitions”) were filed
in this Court against the Debtors under Chapter 11 of the United States Banlcrup‘tcy Code (the
‘“Bankruptcy Code”). On April 27, 2001 (the “Relief Date”), upon the consent of the Plaintiffs to
the relief reqﬁested in the Involuntary Petitions, the Court entered anl‘Order for Relief Under

Chapter 11 of the Bankruptcy Code in the Cases.




2. Since the Relief Date, the Plaintiffs have continued in posseséion of their property
and are operating and managing théir businesses and property and financial affairs as debtors and
debtors in possession pursuant to Sections 1107(a) and 1108 of the Baxﬂquﬁtcy Code.

3. This Court has jurisdiction over the Cases and this adversary proceeding under 28
U.S.C. §§ 157 and 1334. This matter constitutes a core proceeding under 28 U.S.C. § 157(b)(2).

4, Venue for the Cases and this adversary proceeding is proper in this District under

28 U.S.C. § 14009.

" Background
5. For purposes of this Order, the Debtors’ operations in Utah are the “White Oak

Mines” #1 and #2 (known locally in Utah as the “Whisky Creek Mine”) under DOGM Permit No.
ACT/007/001, as amended (the “White Oak Operations™) and the “Horizon Ming” under DOGM
Permit No.  ACT/007/020 (the “Horizon Operations” and, collectively with the White Oak
Operations, the “Debtors’ Utah ‘Operations”) (DOGM Permit No. ACT/QO?/OOI, as afnended,
and DOGM Permit No. ACT/007/020, as amended, are hereafter collectively referred to as either
"Permit" or "Permits"), |

6. Frontier Insurance Company (“Frontier”) is the surety for all of the Debtors’
performance bonds relating to the Debtors’ Utah Operations (the “Frontier Bonds™).

7. Both prior to and after the Rélief Date, one of more of the Defendaﬂts or their
representatives notified Plaintiffs that they were required to replace the Frontier Bonds by reason
of the ﬁnanc;ial condition of Frontier and that Fro;ﬁtier had its Certificate of Authority to conduct

- or transact business within the State of Utah revoked (the “Rébonding Demand”).




8. The Plaintiffs contested the Rebonding Demand and sougﬁt orders of this Court in
~ this adversary proceeding and in the Cases that would, among other things, enjoin the
Defendants from taking any action to require the Debtors to cease coal extraction and processing
operations and otherwise comply with the Rebonding Demand and/or issuing to Plaintiffs notices
of non-compliance or cessation orders, and/or suspending LEI’s mining permits and/or taking
any other enforcement action adverse to the Plaintiffs (individually or collectively, the “Adverse
Actions”) as a consequence of the Debtors’ failure to comply with the ReBondixig Demand.

9. Defendants have moved to dismiss the adversary proceeding and have opposed
the Debtors’ motions in the r_espéctive Cases, contending, aﬁlong other defenses, that the
Rebonding Demand and the Adverse Actions are proper exercises of Defendants’ regulatory and
police power under both state and federal law, are exempt from the automatic stay under 11
U.S.C.A. Section 362(b)(4), and that the- Plaintiffs, as Debtors in Possession operating on
property w1thm the State of Utah, must conduct their business in accordance with state law
pursuant to the provisions of 28 U.S.C.A. Section 959. The Plaintiffs and Defendants dispute
each others’ claims, but have a_greed; without admission of liability, and only for the purposes of
compromising disputed claims and avoiding further costs of litigation, to settle such clai_ms on
| the terms and conditions set forth herein. | |

10.  The Defendants have agreed not to take Enforcement Action (as defined below)
except upon the terms and conditions set forth in this Order. For purposes of this Order,
“Enforcement Action” means, individually or collectively, any ;vf _ theAAdverse Actions or any
other action (a) to enforce the Rebonding Demand, or (b) otherwise to require the Plaintiffs %to

replace the Frontier Bonds.




11.  The parties hereto neither admit nor deny that the Permits are executory contracts
that may be assumed or rejected pursuant to the provisions of 11 U.S.C. section 365. However,
if it is hereafter determined that either or both of such Permits are rejected under 11 U.S.C.

section 365, such rejection shall not affect the rigHtS or obligations of any party under this Order.

The Settlement Agreement

Sharing of Wexford Shpemriorig
12.  In the Final Order Author_izing (1) Debtors, Pursuant to Section 364 of the

Bankruptcy Code and Rule 4001 of the Federal Rules of Bankruptcy Procedure, to'(A) Obtain
Supplemental PAost-Petitionv Finaﬂcing from Wexford Capital LLC, (B) Grant Senior Liens,
Priority Administrative Expense Status and Adequate Protection to Wexford Capital LLC, and
(C) Modify the Automatic Stay, and (2) Amendments td Financing Agreements with Congress
Financial Corporation, as Agent, and the CiT'Business Group/ﬁusiness Credit, Inc., as Co-Agent,
entered on October 18, 2001 and the “Agreed Crder Afnending Final Order” entered on
November 2, 2001 (collectively referred to as the “Wexford DfP Order”), the obligations of the
Debtors to Wexford under the Loan bocuments and all Supplemental Indebtedness (as defined in
the Wexford DIP Order; referred to herein as lthe “Wexford Claim”) shall have priority pursuant
to 11 U.S.C. § 364(c)(1) over any and all costs and éxpenses of aciministration or other priority
claims in this Chapter 11 case or any subsequent Chaptér 7 c‘:.ase; including those described in 11
U.S.C. §§ 503(b) and 507(b), and, except for the Senior Encmnﬁraﬁces (as defined in the
. Wexford DIP Order), shall not be subordinated to any other security interest or lien granted
~ under 11 U.S.C. § 364 or § 105 or otherwise (the “Wexford Superpriority Status”).

13.  To provide the Defendants with adequate assurance that the Debtors’ reclamation
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obligations and all other obligations under the Permits for the Debtors™ Utah Operations will be
satisfied in tﬁe event that the Frontier Bonds are not replaced (the costs of the reclamation
obligations aﬂd all other obligations under the Permits for the Debtors’ Utah Opefations pursuant
‘to the Frontier Bonds shall be defined as the “State Claim”), through an Acquisition or Plan (as
thosé terms are defined below), with bonds that comply with 30 U.S.C.A. §1201 et. seq. and
U.C.A. 40-10-1 et. seq. and Rules enacted thereunder (collectively referred to as the
“Regulations”), Wexford has agreed to allow the State to share in the Wexford Superpriority
Status on the following terms and conditions:

(a) the State with its State Claim shall share with the Wexford Claim in its
Wexford Superpriority Status pursuant to the terms of Paragraph 13(c) of this Order until such
time that the Plaintiffs have performed all of their reclamation and other Permit obligations
regarding the Debtors’ Utah Operations under the Regulations;

®) the State shall share the Wexford Superpriority Status only to the extent that
Frontier fails to perform or paya claim within one hundréd and eighty (180) days after the State
submits a written demand for payment to Frontier uﬁder the Frontier Bonds'; and

(c) unless increased in accordance with the provisions of paragraph 23 below, the

" Wexford Supérpriority Status extended to the State .Cl.ai_m shall be $1,000,000 (the “First Utah

Share”). Any payment, if any, in respect of the Wexforti Supérpriority Status Qhall be paid 10%
to the State and 90% to Wexford; provided, that under no circumstances shall the State receive

more than $1,000,000 in the aggregate for the First Utah Share. If Wexford receives a

! The terms of this Paragraph 13(b) shall not be deemed as a change in any of the terms or conditions of the Frontier
Bonds as transacted between the State and Frontier.




distribution from the assets of the Plaintiffs under the Wexford Superpriority Status, the State’s
| 10% share shall be held in the escrow account of Sawyer & Glancey, attorneys for Wexford,
until such time as all terms and the time limit of paragraph nd. 13 (b) above have occurred and
expired, respectively, regardir;g the State’s written demand for payment within one hundred and
eighty (180) days thereof against Frontier on the Frontier Bonds.? Finally, Wexford shall not
graﬁi, convey, transfer or share any of the Wexford Superpriority Status with any other creditor
of the Debtors, entity or any other party without the express written consent of the State. )
| The Wexford Acquisition Track

14.  During tﬁe first sixty (60) days after the entry of this Order (the “First Wexford
Acquisition Period”), the Defendants shall not take any Enforcement Action, during which time
Wexford may seek to consummate a t;ans#ction whereby Wexford would acquire, "leaseA or
contract mine from the Debtors the Debtors” White Oaic Operations and/or Horizon Operations
through a transaction that includes replacement, in full, immediately upon closing, of the Frontier
Bonds with performance bonds that comply with the Regulations (an “Acquisition”). The State
shall ‘assign to Wexford, if required by Wexford upon reésonable written notice, effective upon
Wexford’s replacement in full of the Frontier Bonds with performance bonds that comply with
the Regulations (whether such replacemenf oceurs pﬁfsua.nt to an Acquisition or a Wexford Plan
[as~ defined below]), the State Claim; pfovided, however, no assignment shall occur until it is
' determiﬁed by the parties hereto that the State Claim can be preserved as a matter. of law. If

Wexford elects not to take assignment of the State Claim, Defendants acknowledge that, when

21t is the intent of the parties that for purposes of calculating the State's distribution from the assets of the Plaintiffs,
if the State receives any recovery from Frontier after the 180 day period described in paragraph 13(b) above, then
such recovery shall be included in the calculation of the State's distribution under paragraph 13(c) and paragraph 23,
if applicable.




the Frontier Bonds have been replaced in their entirety to the satisfaction of the State in its
reasonable discretion by either the efforts of Debtors, Wexford or any other party, the
Defendants shall withdraw that portion or portions of their claim related to the State Claim and
shall amend their proof of claim accordingly (Defendants, however, reseﬁe the right to amend
their proof of claim to assert any claims other than the State Claim, if any).

15.  For pul;poses of this Order, the term “Enforcement Relief” shall mean a right of
the Defendants to take any Enforcement Action, unless otherwise consented to in writing by the
State, without prior order of this Court and unaffected by these Cases, iﬁcluding conversion
thereof fo cases under chapter 7, or any suBsequent case or proceeding that the Debtors, 6r either
of them, may commence o? have commenced against them, as to which Enforcement Action the
Debtors anq any other party claiming by or through the Debtors and Wexford shall have no right
1o seck an injunction or stay. NOTICE IS HEREBY GIVEN TO ALL INTERESTED PARTIES
THAT THE TERMS OF THIS PARAGRAPH DEVIATE FROM THIS COURT’JS LOCAL
RULE 4001-2(c). If Wexford has not closed an Acquisition by the end of the First Wexford
Acquisition Period, the D'efendants shall immediately be entitled to Enforcement Relief;
provided, however, that if Wexford shall have ﬁrovided to the Defendants’ counsel, Matthew B.
Bunch or W. Thomés Bunch (“Defendants’ Counsél”), on or before the last day of the‘ First
Wexford Acquisition Period, v;'ritteh notice which demonstrates that Wexford is in good faith
pursuing an Acquisitioﬁ (the “Wexford Acquisition Extension Notice”) or has contract¢d for the
Acquisition but cannot obtain a Court date for approval- thereof; duc only to the Court’s own
scheduling conflict within the First Wexford Acquisition Period; then Wexford shall have an

additional sixty (60) day period commencing on the day afier the end of the First Wexford




Acquisition Period (the “Second Wexford Acquisition Period”)3 to close an Acquisition.

16. The Defendants shall not take any Enfércement Action during the Second
Wexforﬂ Acquisition Period.

17. 'If Wexford fails to (a) give a Wexford Acquisition Extension Notice prior to the
end of the First Wexford Acquisition Period, or (b) consummate an Acquisition prior to the end
of the Second Wexford Acquisition Périod, then the Defendants shall immediately be entitled to
Enforcement Relief unless any of the following occurs: (x) Wexford has not givén a Wexford
Acquigition Extension Notice prior to the end of the First Wekford Acquisition Period, but has,
prior to the end pf the First Wexford Acquisition Period, given to Defendants’ Counsel wﬁﬁen
notice (a “Wexford Plan Notice”) that Wexford intends to sponsor or propose a plan or plans of
reorganization in the Cases (a “I;lan"); (5/) Wexford has given a Wexford Acquisition Extension
Notice, and prior to the end of the Second Wexford Acquisition Period, 'Wexford has given a
Wexford Plan Notice; or (z) thé Debtors have given to Defendants’ Counsel written notice, prior
to the end of the First Wexford Acquisition Period, that fhe ﬁebtom intend to propose a Plan (a
“Debtor Plan") that is not sponsored or proposed by Wexford but provides for replacement, in
full, no later than the eleventh (11™) day after entry of an order confirming the Plan (such entry
date being hereafter referred to as the “Confirmation Date” and said order shall be tendered to
the Court for entry within three business days after such confirmation hearing date), of the
Frontier. Bonds with reclamation bonds that comply with the Regulaﬁons (a “Debtor- Plan

Notice”). In the event that Wexford has given a Wexford Plan Notice, then the rights and

31t is understood that the Second Wexford Acquisition Period ends on the one hundred and twentieth (120th) day
after the date of entry of this Order.




obligations of the parties shall be governed by the provisions of paragraphs 18 through 25 below
under the subheading “The Wexford Plan Track”. In the event that the Debtors have given a
Debtor Plan Notice, then the rights and obligations of the parties shall be governed by the
provisions of paragraphs 26 through 36 below under the subheading “The Debtors Plan Track”.
The Wexford Plan Track |

18.  Wexford may give a Wexford Plan Notice ne later than one hundred and twenty
(120) days after the date of entry of this Order. In the event that Wexford timely gives a
Wexford Plan Notice, a Plan proposed or sponsored by Wexferd that providee for replacement,
in full, no later than the eleventh (11™) day after the Confirmation Date, of the Frontier Bonds
with reclamation bonds that comply w1th the Regulations (a “Wexford Plan”) shall be filed no
later than two hundred and forty (240) days after the date of entry of this Order (the “Wexford
Plan Deadline”). |

19. The ‘Defendants shall not talee any Enforcement Action during the period from the
date uploxn which a Wexford Plan Notice is given through the Wexford Plan Deadline and, if a
Wexford Plan is filed, shall not take any Enforcement Action except as provided in paragraphs
21 through 25 below. o

20. Subjcct to the provisions of paragraphs 26 through 36 belqw, if applicable, in the
event that a Wexford Plan is not filed on or before the Wexford Plan Deadlme, then the
Defendants shall immediately be entitled to Enforcement Rehef

21.  In the event that a Wexford Plan is filed on or before the Wexford Plan Deadlme
th'en no later than the date on which the Wexford Plan is transmitted to creditors for voting (the

“Wexford Plan Voting Commencement Date”), Wexford shall provide to Defendants’ Counsel a

10




copy of a written commitment from a surety qualified under the Regulations to provide
performance bonds (a “Qualified Surety”) to replace in full the Frontier Bonds no later than the
Confirmation Date (a “Bond Replacement Commitment”).

22.  Subject to the provisions of paragraphs 26 through 36 below, if applicable, in the
event that Wexford fails to provide Defendants’ Counsel a copy of a Bond Replacement
Commitment on or before the Wexford Plan Voting Commencement Date, then the Defendants
shall immediately be entitled to Enforcement Reliéf.

23.  Subjectto the provisions of paragraphs 26 through 36 below, if applicable, in the
event that 2 Wexford Plan is filed on or before the Wexford Plan Deadline, and in the‘ further
event that Wexford provides to Defendants’ Counsel | a copy of a Bond Replacement
Commitmen_t on or before the Wexford Plan Voting ‘Commencement Date, but an order
confirming fhe Wexford Plan is not entered on or before sixty (60) days after the Wexford Plan
Deadline (the “Initial Wexford Conﬁnﬁation Deadline”), then thg: Defendants shall immediately : |
be entitled to Enforcement Relief; provided, however, that if Wexford provides to Defendants’
Counsel, pﬁor to the Initial Wexfofd .‘Confumation Deadline, a notice that Wexford elects to
extend the period in wﬁich to obtain confirmation of a Plan (the “Wexford Extepsion Notice™),
then the_ Defendants shall not take any Enforcement Action during the period from the date upon
which the Wexford Extensioﬂ Notice is given through the date that is sixty (60) days after the
Initial Wexford Conﬁrrha.tion Deadline (the “Ultimate Wexford Confirmation Deadline”).
Wexford’s giving of the Wexford Extension Notice shall automaticaily result in a further
extension of the Wexford Superpriority Status to the State Cléim by an additional $1,000,000

(the “Second Utah Share”), and, thereafier, any payment, if any, in respect of the Wexford

11




Superpriority Status shall be paid 20% to the State and 80% to Wexford; provided, that under no
circumstances shall the State receive more than $2,000,000 in the aggregate for the First Utah
Share and the Second Utah Share.

24.  Subject to the j)rovisions of paragraphs 26 through 36 below, if applicable, in the
event that an order confirming the Wexford Plan is not entered on or before the Ultimate
Wexford Conﬁrmatioﬂ Déadline‘, t1.1en the Defendants shall immediately be entitled to
Enforcement Relief.

25. -Subject to the provisions of paragraphs 26 fhrough 36 below, if .applicable, in the
evcﬁt that an order confirming the Wexford Plan is enfered on or before the Initial Wexford
Confirmation Deadline or the Ultimate Wexford Confirmation Deadline, but a Qualified Surety
does not replace in ﬁﬂl the Frontier Bonds within eleven (11) dajrs after entry of such
confirmation 6rder, notwithstanding an appe;ﬂ or stay of such confirmation order, then the
Defendants shall immediately be entitled to Enforcement Relief. |

The Debtors Plan Track

26. - The Debtors may give a Debtor Plan Notice not later than sixty (60) days after the
date of entry of this Order (the “Debtor Plé.n Notice Deadline”). ‘

27.  The Defendants shé.ll not take any Enforcementhction during the period prior to
the Debtor Plan Notice Deadline. | |

| 28.  In the event that the Debtors timely give a Debtor Plan Notice, the Debtors shall,
within sixty k60) days after the Debtor Plan Notice Deadline (the “Debtor Plan Funding Noticc;,
Deadline”), give notice to Defendants’ Counsel which notice shall contain or be accompanied by

evidence that the Debtors have a source of adequate funding for a viablé Debtor Plan (the

12




“Debtor Plan Funding Notice™).

29.  Subject to the provisions of paragraphs 18 through 25 above, if applicable, in the
event that the Debtors fail to give a Debtor Plan Funding Notice on or before the‘Debtor Plan
Funding Notice Deadline, then the Defendants shall immediately be entitled to Enforcement
Relief.

30.  Ifthe Debtors give a timely Debtor Plan Funding Notice, the Defendants shall not
take any Enforcement Actibn from the Debtor Plan Funding Notice Deadline through the one
hundred and twentieth (120™) day after the Debtor Plan Funding Notice Deadline (the “Debtor
Plan Deadline”). '

31.  The Defendants éhall ﬁot take any Enforcement Action during the period from the
date upon which a Debtor Plan Funding Notice is given through the Debtor Plan Deadline and, if
a Débtor Plan is filed, shall not take any Enforcement‘Action except as provided in paragraphs
32 through 36 below.

32.  Subject to\the provisions of paragréphs 18 through 25 above, if appliéable, in the
event that a Debtor Plan is not filed on or before the Debtor Plan Deadline, then the Defendants
shall immediately be entitled to Enforcement Relief.

33.  Inthe event that a Debtor Plan is filed .o.n or before the Debtor Plan Dcadline, then
" o later than the date on which the Debtor Plan is transmitted to credifors for voting (the “Debtor
Plan Voting Commencement Date”), the Debtors‘éhall provide to Defendants’ Counsel a copy of
aBond Replacemént Commitment from a Qualified Surety.

34.  Subject to the proirisions of paragraphs 18 through 25 above, if épplicable, in the

event that the Debtors fail to provide to Defendants’ Counsel a copy of a Bond Replacement

13




Commitment from a Qualified Surety on or before the Debtor Plan Voting Commencement Date,
then the Defendants shall immediately be entitled to Enforcement Relief.

35.  Subject to the provisions of paragraphs 18 through 25 above, if vapplicable, inthe
event that a Debtor Plan is filed on or before the Debtor Plan Deadline, and in the further event
that the Debtors provide to Defendants’ Counsel a copy of a Bond Replacement Commitment
from a Qualified Surety on or before the Debtor Plan Voting Commencement Date, but an order
confirming the Debtor Plah is not entered on or before sixty (60) days aﬁer‘the Debtor Plan
Deadline (thé “Debtor Confirmation Deadline”), then the Defendants shall immediately be
entitled to Enforéement Relief. | |

36.  Subject to the provisions of paragraphs 18 through 25 ébove, i_f applicable, in the
event that an order confirming the Debtor Plan is entered oﬁ or before ;the Debtor Confirmation
Deadline, but a Qualified Surety does not replace the Frontier Bonds within eleven (11) days
aﬁer entry of such confirmation order, notwithstanding an appeal or stay of such confirmation
order, then the Defendants shall immediately be entitled to Enforcement Relief.

Other Provisions

37.  Defendants shall have the right to conduct weekly inspections of the Debtors’
Utah Operations to d;termine the Debtors’ complianéé with all regulations applicable thereto.

38. - The Debtors and Wexford agree 4not to object to any request or application ﬁled
" by tﬁe Defendants for allowance of an administrativg expense claim for Defendants’ attorneys’
feés and costs, unde; section 503(b)(3)(D) of the Ba.nkruptcy Code, in an amount not to exceed
$50,000.00, and further agree ﬁot to urge any other ent}ty, creditor or interested party to object to

any such request or application on any basis, including but not limited to, the basis that the

14




Defendants assert or contend that they, by means of this Agreed Order, have made a substantialA
contribution for the benefit of the Debtors, their estates and the creditors therein.

39.  Ifthe Defendants are entitleq to vEnforcement Relief at any time as outlined in this
Agreed Order but the right to such reliéf tﬁereundcr has not been exercised by the Defendants,
such Enforcement Relief shall not be deemed waived by the Defendants and the Defendants may
later specifically invoke such relief at any time without prior notice.

40. Any cash .payments maqc to _the State by any party in satisfaction of the State
Claim made (1) prior to th'e. Frontier Bonds being replaced in their entirety or (2) in advance of
any failure or default by the Debtors to perform their reclamation obligations under the Permits,
immediateiy upon receipt, reduce the} First Utah Share or Second Utah Share, whichever is
| applicable, dollar for dollar; provided, however, that such payments sh'all not (a) require a jaartial
release of any Frontier Bonds from the State; (b) be deemed as a waiver of any of the State’s
rights against Frontier un_dér the Frontier Bonds; or (c) a reduction of Frontie_r’s liability under
the Frontier Bonds.

41.  Since all maﬁ&s and issues in Adversary Proceeding No. 02-5001 have; Been
resolved, said adversary proceeding and the DeBtors’ Motion for an Order Determining That (A)
| Certain Proposed Actions by the State of Utah Wouid- Violate the Automatic Stay; and (B) the
State of Utah has Willfuily Violated the At.ltomatic Stay should be and the same hereby are
dismissed with prejudicé with each party to bear its own costs, expenses and attorney’s fees,
except as specifically -provided in paragraph 38 of this Order. There being no just caus‘sc for

delay, this is a final and appealable order.
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HON. JOSEPH M. SCOTT, JR.
UNITED STATES BANKRUPTCY COURT

TO BE ENTERED AS AN AGREED ORDER:
SQUIRE, SANDERS & DEMPSEY L.L.P.

Stephen D. Lerner

Gregory A. Ruehlmann
Jeffrey A. Marks

312 Walnut Street, Suite 3500
Cincinnati, Ohio 45202
Telephone: 513-361-1200
Facsimile: 513-361-1201

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

and

FOWLER, MEASLE & BELL, LLP

WWW

aft A. McKinstry
Ellen Arvin Kennedy
300 West Vine Street, Suite 600
Lexington, KY 40507-1660
Telephone: 859-252-6700
Facsimile: 859-255-3735

E-mail: tmckinstry@fmblaw.com
‘ eakennedy@fmblaw.com

COUNSEL FOR DEBTORS AND
DEBTORS-IN-POSSESSION
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JOHN MAYCOCK, ESQ.

Assistant Attorney General, State of Utah
State Capitol Office

236 State Capitol

Salt Lake City, UT 84114-0810

Aand

BUNCH & BROCK

Mt B. BUN g 74m Hn/m IW

W.THOMAS BUNCH r
MATTHEW B. BUNCH

805 Security Trust Building

271 West Short Street

P.O. Box 2086

Lexington, Kentucky 40588-2086 °
(859) 254-5522

ATTORNEYS FOR THE STATE OF UTAH

SAWYER & GLANCY PLLC

%bﬂl{ V- &lﬁm buﬂaMPm#\

JOHN S. SAWYER ' z.pu(
ROBERT V. SARTIN :
3120 Wall Street, Suite 310
Lexington, KY 40513

(859) 223-1500

COUNSEL FOR WEXFORD CAPITAL LLC

Pursuant to Local Rule 9022-1(c), Taft A. McKinstry

or Ellen Arvin Kennedy shall cause a copy of this Order
to be served on each of the parties designated to receive
this order pursuant to Local Rule 9022-1(a) and shall file
with the Court a certificate of service of the Order upon
such parties within ten (10) days hereof.

GADATA\WPS1\AprilB\TAM\Lodestar\Adv. Utah\Agreed Order.DOC
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LODESTAR ENERGY, INC SETTLEMENT

FEBRUARY 25, 2002

United States Bankruptcy Court, Eastern District of Kentucky

Case Nos. 01-50969 and 01-50972: Adversary Case No. 02-5001

DOGM Permit No.  ACT/007/001 (Whiskey Creek Significant Revision)
ACT/007/020 (Horizon Permit)

Frontier Ins. Co. Bond Replacement Deadlines

. By April 26, 2002:

. By June 25, 2002:

. By Oct. 23, 2002

. By Dec. 12, 2002

. By Feb. 25, 2003

Wexford must either have closed an acquisition of Lodestar’s
Utah operations with 100% bond replacement, or

A. Wexford has given notice which demonstrates that it is
proceeding in good faith with such an acquisition; or

B. Wexford or Lodestar have given notice that one or both of
them are proposing a Plan of Reorganization that includes
100% bond replacement as of the date the order approving
such plan becomes final

Either Wexford must have closed an acquisition with 100%
bond replacement, or either Wexford or Lodestar must have
given notice that one or both of them is proposing a Plan
with 100% bond replacement

If a Plan Notice has been given by June 25, a Plan with 100%
bond replacement must have been filed with the bankruptcy
court. In addition, before the Plan is transmitted to creditors
for voting. Wexford or Lodestar must have provided a Bond
Replacement Commitment executed by a Qualified Surety,
that the bonds will be replaced 100% no later than the Plan’s
confirmation date. 1f the Bond Replacement Commitment is
not timely provided, DOGM is entitled to immediate
Enforcement Relief.

Either a final order must have been entered confirming a Plan
with 100% bond replacement, or Wexford, by requesting a
sixty-day extension for the confirmation date, shall have
conveyed to DOGM an additional 10% superpriority lien
interest, bringing the aggregate DOGM superpriority position
to 20%, not to exceed $2 million.

A final order must have been entered confirming a Plan with
100% bond replacement. In addition, a Qualified Surety
must have provided the 100% replacement bond within 11
days of entry of such order, or DOGM is immediately
entitled to Enforcement Relief.

EXHIBIT B TO MEMORANDUM DATED 4-2-02




