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I am attaching as Exhibit HA" 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 ofbankruptcy jargon, this memo is to
explain the structure, purpose and intent of the settlement. I am attaching as Exhibit ~~B" a
separate schedule of the lTIultiple 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 DOOM, as
security for any shortfall in the Frontier bonds, 100/0 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 lTIet (see Hsuperpriority lien" below and Exhibit B).

Second, Wexford and Lodestar have agreed to replace the Frontier bonds 1000/0 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
autOlTIatic 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~rganizationwill include 1000/0 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 Hsupemriority 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 accOlnplish 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 ilnmediate 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 HB").

The supemriority 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. HSuperpriority" 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 lnade written delnand on the Frontier bonds. The
escrowed aInount will then be paid to DOGM to the extent that Frontier has failed to pay the full
aInount 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 pennit obligations have been
met.

JBM
cc: L. Braxton

T. Mitchell
K. Seel
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UNITED STATES BANKRUPTCY COURT
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JERRY D. TRUITI. CLERK

U.S. BANKRUPTCY COURT

LODESTAR ENERGY, INC•.
LODESTAR HOLDINGS, INC.,

Debtors.

LODESTAR ENERGY, INC., ET AL.

PLAINTIFFS

vs.

THE STATE OF UTAH, ET AL.

DEFENDANTS.

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 adversary proceeding upon the

Complaint for Injunctive Relief filed by Lodestar .Energy, Inc. ("LEf')· and Lodestar Holdings,

Inc. ("LHI" and, collectively with LEI, the "Debtors" or the "Plaintiffs''), the Plaintiffs' Motion

for Temporary Restraining Order and/or Prelimitiary Injunction, and .the Memorandum of Law in

Opposition- to Plaintiffs' Motion for Temporary Restraining Order and to Plaintiffs' Motion for

£xHtB", A
Th M~1110l:4N.nL1iY1 l(-d..-O~

M.AR 0 4 2002

GENERAL
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an Order Detennining That (A) Certain Proposed Actions by the State ofUtah Would Violate the

Automatic Stay; and (B) the State of Utah has Willfully Violated the Automatic Stay (the

"Objection") filed by the State ofUtah (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 ofUtah 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 to settle and fully resolve all ofthe disputes and controversies between

them on the tenns and conditions set forth in this Agreed Order (this "Order"); and the Court

finding that approval of such settleme~t and resolution is in the best interests of the Debtors,

their estates and their creditors and that good and sufficient cause exists for entry of this Order;

now, therefore,

IT IS HEREBY AGREED AND THE COURT FINDS THAT:.
r

Jurisdiction and Venue

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 Banlauptcy Code (the

''Banlauptcy Code''). On April 27, 2001 (the "ReliefDate''), upon the consent of the Plaintiffs to

the relief requested in the Involuntary Petitions, the Court entered an Order for Relief U~der

'Chapter 11 of the Banlauptcy Code in the Cases.

2
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2. Since the Relief Date, the Plaintiffs have continued in possession of their property

and are operating and managing their businesses and property and financial affairs as debtors and

debtors in possession pursuant to Sections 1107(a) and 1108 of the Bankruptcy 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. § 1409.

, Background

5. For pUIposes 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 Mine" under DOGM

Permit No.' ACT/007/020 (the "Horizon Operations" and, collectively with the White Oak

<::>perations, the "Debtors' Utah 'Operations") (DOGM Peimit No. ACT/007/001, as amended,

and DOGM Permit No. ACT/007/020, as amended, are hereafter col~ectively referred to as either

"Pennit" or "Pennits").

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 Relief Date, one or more of the Defendants or their

representatives notified Plaintiffs that they were required to replace the Frontier Bonds by reason

of the financial condition ofFrontier and that Frontier had its Certificate of Authority to conduct

, or transact business within the State ofUtah revoked (the ''Rebonding Demand").

3
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8. The Plaintiffs contested the Rebonding Demand and sought 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 pencits 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 Rebonding Demand.

9. Defendants have moved to dismiss the adversary proceeding and have opposed

the Debtors' motions in the respective Cases, contending, among other defenses, that the

Rebonding Demand and the Adverse Actions are proper exercises ofDefendants' 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 within the State of Utah, must conduct their business in accordance with state law

pursuant to the provisions of 28 V.S.C.A. Section 959. The Plaintiffs and Defendants dispute

each others' claims, but have ~greed, without admission of liability, and only for the purposes of

compromising disputed claims and avoiding further costs of litigation, to settle such claims on

the tenns and conditions set forth herein.

10. The Defendants have agreed not to take Enforcement Action (as defined below)

except upon the tenns and conditions set forth in this Order. For purposes of this Order,

''Enforcement Action" means, individually or collectively, any of the Adverse Actions or any

other action (a) to enforce the Rebonding Demand, or (b) otherwise to require the Plaintiffs to

replace the Frontier Bonds.

4
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11. The parties hereto neither admit nor deny that the Pennits 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 detennined 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 Superpriority

12. In the Final Order Authorizing (1) Debtors, Pursuarit to Section 364 of the

Bankruptcy Code and Rule 4001 o~the Federal Rules of Banlcruptcy Procedure, to'(A) Obtain

SupplemeIl:tal Post-Petition Financing from Wexford Capital ~LC, (B) Grant Senior Liens,

Priority Administrative Expense Status and Adequate Protection to Wexford Capital LLC, and

(C) Modify the Automatic Stay, and (2) Amendments to Financing Agreements with Congress

Financial Corporation, as Agent, and the CIT Business GrouplBusiness Credit, Inc., as Co-Agent,

entered on October 18, 2001 and the "Agreed Order Amending Final Order" entered on

November 2, 2001 (collectively referred.to as the "Wexford DIP Order"), the obligations of the

Debtors to Wexford under the Loan Documents and all Supplemental Indebtedness (as defined in

the Wexford DIP Order; referred to herein as the "Wexford Claim") shall have priority pursuant

to 11 U.S.C. § 364(c)(I) over any and all costs and expenses of administration or other priority

claims in this Chapter 11 case or any subsequent Chapter 7 case, including those described in 11

U.S.C. §§ 503(b) and 507(b), and, except for the Senior Encumbrances (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

5
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obligations and all other obligations under the Permits for the Debtors' Utah Operations will be

satisfied in the event that the Frontier Bonds are not replaced (the costs of the reclamation

obligations and all other obligations under the Permits for the Debtors' Utah Operations pursuant

to the Frontier Bonds shall be defined as the "State Claim"), through an Acquisition or Plan (as

those terms are defined below), with bonds that comply with 30 U.S.C.A. §1201 et. seq. and

V.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 th:e Plaintiffs have perfonned all of their reclamation and other Permit obligations

regarding the Debtors' Utah Operations under the Regulations;

(b) the State shall share the Wexford Superpriority Status only to the extent that

Frontier fajls to perform or pay a claim within one hundred and eighty (180) days after the State

s:ubmits a written demand for payment to Frontier under the Frontier Bonds1
; and

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

Wexford Superpriority Status extended to the State Claim shall be $1,000,000 (the ''First Utah

Share"). Any payment, if any, in respect of the Wexford Superpriority Status shall 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

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

6
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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 tenns and the time limit of paragraph no. 13 (b) above have occurred and

expired, respectively, regarding the State's written demand for payment within one hundred and

eighty (180) days thereof against Frontier on the Frontier Bonds.
2

Finally, Wexford shall not

grant, 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 ofthe State.

The Wexford Acquisition Track

14. During the 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 transaction whereby Wexford would acquire, lease or

contract mine from the Debtors the Debtors' White Oak Operations and/or Horizon Operations

through a transaction that includes replacement, in full, ~ediately upon closing, of the Frontier

Bonds with perfonnance bonds that comply with the Regulations (an "Acquisition''). The State

shall assign to Wexford, if required by Wexford upon reasonable written notice, effective upon

Wexford's r~place~ent in full of the Frontier Bonds with perfonnance bonds that comply with

the Regulations (whether such replacement occurs pursuant to an Acquisition or a Wexford Plan

[as defined below]), the State Claim; provided, however, no assignment shall occur until it is

. determined 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

2 It 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,
ifapplicable.

7
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the Frontier Bonds have been replaced in their entirety to the satisfac~ion 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, reserve the right to amend

their proofof claim to assert any claims other than the State Claim, if any).

15. For purposes 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, including conversion

thereof to cases under chapter 7, or any subsequent case or proceeding that the Debtors, or either
;

of them, may commence or have commenced against them, as to which Enforcement Action the

Debtors and any other party claiming by or through the Debtors and Wexford shall have no right

to seek an injunction or stay. NOTICE IS HEREBY GWEN TO ALL INTERESTED PARTIES

THAT THE TERMS OF THIS PARAGRAPH DEVIATE FROM THIS COURT'S LOCAL

RULE 4001-2(c). If Wexford has not closed an Acquisition by the end of the First Wexford

Acquisition Period, the Defendants shall immediately be entitled to Enforcement Relief;

provided, however, that if Wexford shall have provided to the Defendants' counsel, Matthew B.

Bunch or W. Thomas Bunch ("Defendants' Counsel"), on or before the last day of the First

Wexford Acquisition Period, written notice which demonstrates that Wexford is in good faith

pursuing an Acquisition (the "Wexford Acquisition Extension Notice'') or has contracted for the

Acquisi~ion but cannot obtain a Court date for approval thereof due only to the Court's own

scheduling conflict within the First Wexford Acquisition Period, then Wexford s~all have an

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

8
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Acquisition Period (the "Second Wexford Acquisition Period,,)3 to close an Acquisition.

16. The Defendants shall not take any Enforcement Action during the Second

Wexford 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 We~ford Acquisition Period, then the Defendants shall immediately be entitled to

Enforcement Relief unless any of the following occurs: (x) Wexford has not given a Wexford

Acquisition Extension Notice prior to the end of the First Wexford Acquisition Period, but has,

prior to the end of the First Wexford Acquisition Period, given to Defendants' Counsel written

notice (a "Wexford Plan Notice'') that Wexford intends to sponsor or propose a plan or plans of

reorganization in the Cases (a "Plan''); (y) 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) the Debtors have given to Defendants' Counsel written notice, prior

to the end of the First Wexford Acquisition Period, that the Debtors 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 th
) day after entry of an order confirming the Plan (such entry

date being hereafter referred to as the "Confinnation Da~e" 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 Regulations (a "Debtor Plan

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

3 It 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.

9
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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 ofparagraphs 26 through 36 below under the subheading "The Debtors Plan Track".

The Wexford Plan Track

18. Wexford may give a Wexford Plan Notice no 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 Wexford that provides for replacement,

in full, no later than the eleventh (11 th) day after the Confinnation Date, of the Frontier Bonds

with reclamatio~ bonds that comply with the Regulations (a "Wexford Plan") shall be filed no

later than ~o ~undred and forty (240) day~ after the date of entry of this Order (the "Wexford

Plan Deadline'').

19. The Defendants shall not take any Enforcement Action during the period from the

date upon 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.

20. Subject to the provisions of paragraphs 26 through 36 below, if applicable, in the

event that a Wexford Plan is not :filed on or before' the Wexford Plan Deadline, then the

Defendants shall immediately be entitled to Enforcement Relief:

21. In the event that a Wexfor~ Plan is filed on or before the Wexford Plan Deadline,

then 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
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copy of a written commitment from a surety qualified under the Regulations to· provide

perfonnance bonds (a "Qualified Surety") to replace in full the Frontier Bonds no later than the

Confinnation 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 Eriforcement Relief.

23. Subject'to the provisions of paragraphs 26 through 36 below, if applicable, in the

event that a 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

Commitment on or before the Wexford Plan· Voting Commencement Date, but an order

confirming the Wexford Plan is not. entered on or before sixty (60) days after the Wexford Plan

Deadline (the "Initial Wexford Confinnation Deadline''), then the Defendants shall immediately

be entit~ed to Enforcement Relief; provided, however, that if Wexfo!d provides to Defendants'

Counsel, prior to the Initial Wexford Confinnation Deadline, a notice that Wexford elects to

extend the period in which to obtain confirmation of a Plan (the "Wexford Extension Notice"),

then the Defendants shall not take any Enforcement Action during the period .from the date upon

which the Wexford Extension Notice is given through the date that is sixty (~O) days after the

Initial Wexford Confirmation Deadline (the ''Ultimate Wexford Confirmation Deadline").

Wexfor~'s giving of the Wexford Extension, Notice shall automatically result in a further

extension of the Wexford Superpriority Status to the State Claim by·an additional $1,000,000

(the "Second Utah Share"), and, thereafter, any payment, if any, in respect of the Wexford

11
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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 provisions of paragraphs 26 through 36 below, if applicable, in the

event that an order confinning the Wexford Plan is not entered on or before the Ultimate

Wexford Confinnation Deadline, then the Defendants shall immediately be entitled to

Enforcement Relief.

25. Subject to the provisions of paragraphs 26 through 36 below, if applicable, in the

event that an order confirming the Wexford Plan is entered on or before the Initial Wexford

Confirmation Deadline or the Ultimate Wexford Confirmation Deadline~ but a Qualified Surety

does not r~place in full the Frontier Bonds within eleven (11) days after entry of such

confinnation order, notwithstanding an appeal 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 ofentry of this Order (the "Debtor Plan Notice Deadline").

27. The Defendants shall not take any Enforcement Action during the period prior to

the Debtor Plan Notice Deadline.

28. In the event that the Debtors timely give a Debtor Phm Notice, the Debtors shall,

within sixty (60) days after the Debtor Plan Notice peadline (the ''Debtor Plan Funding Notice

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 vi~ble Debtor Plan (the

12
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"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 Debtqr Plan Funding Notice on or before the Debtor Plan

Funding Notice Deadline, then the Defendants shall immediately be entitled to Enforcement

Relief.

30. If the Debtors give a timely Debtor Plan Funding Notice, the Defendants shall not

take any Enforcement Action from the Debtor Plan Funding Notice Deadline through the one

hundred and twentieth (120th
) day after the Debtor Plan Funding Notice Deadline (the "Debtor

Plan Deadline").

31. The Defendants shall not take any Enforcement Action during the period from the

date upon ,,:hich a Debtor Plan Funding Notice is given through the Debtor Plan Deadline and, if

a Debtor Plan is filed, shall not take any Enforcement Action except as provided in paragraphs

32 through 36 below.

32. SubJect to the provisions of paragraphs 18 through 25 above, if applicable, 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. In the event that a Debtor Plan is filed on or before the Debtor Plan Deadline, then

no later than the date onwhich the Debtor Plan is transmitted to creditors for voting (the "Debtor

Plan Voting Commencement Date"), the Debtors shall provide to Defendants' Counsel a copy of

a Bond Replacement Commitment from a Qualified Surety.

34. Subject to the provisions of paragraphs 18 through 25 above, if applicable, in the

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

13
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Commitment from a Qualified Surety on or before the Debtor Plan Voting Commencement Date,

then the Def~ndants shall immediately be entitled to Enforcement Relief.

35. Subjec(to the provisions of paragraphs 18 through 25 above, if applicable, in the

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

confinuing the Debtor Plan is. not entered on or before sixty (60) days after the Debtor Plan

Deadline (the "Debtor Confmnation Deadline"), then the Defendants shall immediately be

entitled to Enforcement Relief.

36. Subject to the provisions of paragraphs 18 through 25 above, if applicable, in the

event that ~ order confinning the Debtor Plan ~s entered on or before the Debtor Confinnation

Deadline, but a Qualified Surety does not replace the Frontier Bonds within eleven (.11) days

after entry of such confinnation order, notwithstanding an appeal or stay of such confinnation

order, then the Defendants shall immediately be entitled to Enforcement Relief.

Other Provisions

37. Defendants shall. have the right to conduct weekly ~pections of the Debtors'

Utah Operations to determine ·the Debtors' compliance with all regulations applicable thereto.

38. The Debtors and Wexford agree not to object to any request or application filed

by the Defendants for allowance of an administrative expense claim for Defendants' attorneys'

fees and costs, under section 503(b)(3)(D) of the Banlcruptcy Code, in an amount not tt> exceed
, '

$50,000.00, and further agree not to urge any other entity, creditor or intere~tedparty to object to

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

14
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Defendants assert or contend that they, by means of this Agreed Order, have made a substantial

contribution for the benefit of the Debtors, their e~tates and the creditors therein.

39. lfthe Defendants are entitled to Enforcement Relief at any time as outlined in this

Agreed Order but the right to such relief thereunder has not been exe!cised 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 made to the State by any party in satisfaction of the .State

Claim made (1) prior to the Frontier Bonds being replaced in their entirety or (2) in advance of

any failure or default by the Debtors to perform their rec~amation obligations under the Permits,

immediately upon receipt, reduce the First Utah Share or Second Utah Share, whichever is

applicable, ~ollar for dollar; provided, however, that such payments shall not (a) require a partial

release of any Frontier Bonds from the State; (b) be deemed as a waiver of any of the State's

rights against Frontier un~er the Frontier Bonds; or (c) a reduction of Frontier's liability under

the Frontier Bonds.

41. Since all matters and issues in Adversary Proceeding No. 02-5001 have been

resolved, said adversary proceeding and the Debtors' Motion for an Order Determining That (~)

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 should be and the same hereby are

dismissed with preju~ice with eac~ party to bear its~Wn costs, expenses and attorney's fees,

except as specifically provided in paragraph 38 of this Order. There being no just cause for

delay, this is a final and appealable .order.
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•• •
fEB 2 5 2002Dated: _

•

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: slemer@ssd.com

gmehlrnann@ssd.~om

jemarks@Ss4·com

and

FOWLER, MEASLE &·BELL, LLP

Taft 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: tmckinstrv@fmblaw.com

eakennedY@fmblaw.com

COUNSEL FOR DEBTORS~
DEBTORS-IN-POSSESSION
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# • •
JOHN MAYCOCK, ESQ.
Assistant Attorney General, State ofUtah
State Capitol Office
236 State Capitol
Salt Lake City, UT 84114-0810

and

BUNCH & BROCK

rn.{f;· Thtth Iff!# tj,dl1Jn f1rvu,.t~
W. THOMAS BUNCH -qlf~
MATTHEW B. BUNCH . \J .
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

10bJlft V· &Jl® b¥ 1JtMt~~
JOHN S. SAWYER ~~hcwtt . .
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 ofservice ofthe Order upon
such parties within ten.(10) days hereof.

G:\DATA\WP51\AprilB\TAM\Lodcstar\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. 02-500 I

•

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

Frontier Ins. Co. Bond Replacement Deadlines

By April 26, 2002: Wexford must either have closed an acquisition of Lodestar's
Utah operations with 1000/0 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
1000/0 bond replacement as of the date the order approving
such plan becomes final

By June 25, 2002: Either Wexford must have closed an acquisition with 1000/0
bond replacement, or either Wexford or Lodestar must have
given notice that one or both of them is proposing a Plan
with 1000/0 bond replacement

By Oct. 23, 2002 If a Plan Notice has been given by June 25, a Plan with 1000/0
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
confilmation date. If the Bond Replacement Commitment is
not timely provided, DOGM is entitled to immediate
Enforcement Relief.

By Dec. 12, 2002 Either a final order must have been entered confinning a Plan
with 1000/0 bond replacement, or Wexford, by requesting a
sixty-day extension for the confil111ation date, shall have
conveyed to DOGM an additional 100/0 superpriority lien
interest, bringing the aggregate DOGM superpriority position
to 20%, not to exceed $2 million.

By Feb. 25, 2003 A final order must have been entered confinning a Plan with
1000/0 bond replacement. In addition, a Qualified Surety
must have provided the 1000/0 replacement bond within II
days of entry of such order, or DOGM is immediately
entitled to Enforcement Relief.

EXHIBIT B TO l\1El\10RANDUM DATED 4-2-02


