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INADMISSIBLE SETTLEMENT DISCUSSIONS

OVERNIGHT UPS

Mary Ann Wright, Associate Director
State of Utah
Department of Natural Resources
Division of Oil, Gas and Mining
1594 West North Temple, Suite 1210
P.O. Box 145801
Salt Lake City, Utah 84114-5801

RE: Lodestar Energy - Whiskey Creek Mine Proposal

Dear Mary Ann:

On behalf of Frontier Insurance Company in Rehabilitation and Under the Supervision of
the New York Insurance Department ("Frontier") I am pleased to submit a proposal to the Utah
Department of Natural Resources, Division of Oil, Gas and Mining ("DOGM") for the
reclamation of the Lodestar Energy Whiskey Creek surface mine and preparation plant area. The
attached proposed Scope of Work describes a comprehensive reclamation plan for the Whiskey
Creek surface mine including extensive backfilling of the numerous open pits, removal of
structures, stream restoration, creating positive drainage, topsoil utilization and revegetation. A
set of drawings have been sent under separate cover by our proposed reclamation contractor,
Ledcor Industries.

As a condition of implementing the proposed reclamation plan, Frontier will require an
agreement with DOGM that provides for full bond release upon the establishment of an escrow
account funded by Frontier specifically for the Whiskey Creek reclamation project along with
other acceptable terms. We envision the framework for conducting the project as described
below, which has been successful in other states and with federal agencies:

1. Frontier and DOGM enter into a Consent Order agreement under which Frontier
agrees to implement an approved reclamation plan;

2. Frontier concurrently works with DOGM to finalize the reclamation plan that will
be incorporated into the Consent Order with DOGM.
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3. Concurrent with agreement negotiations and reclamation plan finalization,
Frontier will negotiate with a qualified reclamation contractor to conduct the scope of work.
Upon execution of the agreement between DOGM and Frontier, Frontier will enter into a
contract with the reclamation contractor. To provide DOGM with further assurances of
performance, the reclamation contract will require, among other terms, the posting of a
performance bond (100%) and retainage of 10% of the contract amount pending substantial
completion. DOGM will also be required to approve progress payments.

4. Upon execution of the contract with the reclamation contractor, Frontier will fully
fund an escrow account specifically for the project.

5. Under the escrow agreement, progress payments to the reclamation contractor
will require approval by DOGM and a Frontier field representative concurring with the percent
complete during the invoice period. Upon receipt of the escrow dispersal authorization, the
escrow agent will pay the reclamation contractor.

It is our goal, should these negotiations be successful and the reclamation contractor is
mobilized by September 1, 2003, that the project be substantially complete and seeded by the
end of the year, awaiting for the Spring 2004 snow melt to successfully germinate and revegetate
the site.

I look forward to hearing from you and the staff at DOGM regarding this proposal.

;C;;fr
William T. Gorton III

WTG:cs
Enclosure
cc: Stephen Alder, Esq.

M. Hardy, Esq.
1. Hillman
S. Allen, P.E., Esq.
M. Wayment, P.E.
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August 21, 2003

Ms. Mary Anne Wright
Associate Director
Utah Department of Natural Resources
Div. of Oil, Gas and Mining
1594 West North Temple, Suite #1210
Salt Lake City, UT, 84114

Subject: Submittals for Whiskey Creek Mine Reclamation

LEDCOR INDUSTRIES (USA) INC.

Civil/Mining Division

5905 South Virginia Street, 3" Floor

Reno. Nevada

USA 89502

Telephone: (775) 829-8887

Facsimile: (775) 829-9444

License # A0025 167

License # B0034436

Frontier Insurance Company (In Rehabilitation) under supervision of New York Insurance
Department

Dear Mary Anne:

Please find enclosed drawings of the proposed reclamation plan for the Whiskey Creek Mine

Reclamation project. These drawings will complete the submittal package sent to you by

Mr. W. Gorton.

We look forward to meeting you next week to discuss the construction process.

Sincerely,

~~
Jarda Slavik

Ledcor Industries (USA) Inc.
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LODESTAR ENERGY
WHISKEY CREEK MINE RECLAMATION PLAN

Introduction

The following discussions address technical aspects of the proposal submitted to the

Utah Department ofNatural Resources, Division of Oil, Gas and Mining to conduct reclamation

at the Lodestar Energy Whiskey Creek Mine. The proposal presents a comprehensive plan for

removal ofloading and coal preparation structures, substantially backfilling all of the open pits,

restoring surface hydrology and restoring Whiskey Creek. The accompanying drawings depict a

plan view of the topography in its present condition based on 2003 aerial photography and upon

which the reclamation plan is based, three-dimensional views of site conditions and individual

components of the proposed reclamation plan, a stream profile and typical designs of various

structures to be included in the plan. The proposed plan has been developed through a series of

iterations in order to develop the most comprehensive and cost effective earth moving scenario

possible to achieve the reclamation goals of stabilizing the entire mine and restoring the surface

hydrology and aesthetics to blend in to the undisturbed environment. The following discussions

provide detail on a task-by-task basis.

Task 1 - Mobilization. The contractor will deliver to the site all necessary equipment for

the extensive earth moving and excavation activity necessary for the performance of the work. It

is anticipated that the major pieces of the equipment spread will include bulldozers at D-lO and

D-6 equivalents, large backhoe or excavator and articulated trucks. Soil preparation and

revegetation equipment will be provided by subcontractors.

Task 2 - Erosion Control/Rip-Rap Segregation. The contractor will inspect and

restore existing previously installed erosion control systems to minimize sedimentation into
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Whiskey Creek. As improvements are completed on site, the contractor will install further

control measures at designated locations with check dams, silt fence, straw bales and other

standard applications for erosion control as necessary. Discussions in Task 9 address the

temporary use of the slope cut area (where maintenance building is) for erosion control during

construction.

In order to provide stream enhancement and for use in aesthetic/natural habitat

reproduction, stream drop structures, energy dissipation and bank armouring, the contractor will

gather on-site durable rip-rap material (e.g., large appropriate sized material) and store for future

use.

Task 3 - Area B Backfilling. The large box cut excavation on the Lower O'Conner

Seam shall be backfilled with material from the spoil storage area in the center of the mine.

Backfill material will be placed against the highwall at a slope approximately 2.5:1 to create an

"undulating" non linear land form similar to natural talus found in the region. An average

highwall of approximately 20 feet± will remain, however, in order to access Area A, above the

Area B excavation, a road will be constructed through a portion of Area B once backfill

elevations are raised to a safe level to access Area A. Following spoil placement, the backfilled

area will receive approximately eight inches of topsoil" from the top soil storage areas and will

be scarified to prepare for seeding. Seeding will include the seed mix described in Task 10.

Task 4 - Area A Backfilling. The Area A pit will be backfilled at a slope of2.5:1 with

material hauled from the spoil storage area in the center of the mines and will be filled to a level

leaving an average highwall of approximately 15-20± feet. Backfill material will be placed

• Topsoil placement are subject to conditions discussed under Task 10.
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against the highwall to create an "undulating" non linear land form similar to natural talus found

in the region. Following spoil placement, the backfilled area will receive approximately eight

inches of topsoil* from the top soil storage area and will be scarified to prepare for seeding.

Seeding will include the seed mix described in Task 10.

Task 5 - Area C and Open Portal Backfilling. This task will be carefully coordinated

with Task 3 activities in order to obtain enough material to backfill the existing pit and cover the

open underground mine entries. There will be no highwalls remaining in this area. The

contractor will uniformly remove enough material from the ridge above the portals to produce a

new reduced slope which will be approximately 2: 1 to avoid the backfill toeing in Whiskey

Creek. Earthwork will include removal of the existing bench above the highwall. Prior to this

highwall reduction, existing topsoil, to extent available, will be removed for future use in

covering the new graded areas. Should additional fill material be necessary, spoil from the

storage area in the center of the mine will be used to create adequate cover of the portals at the

appropriate slope. As the backfill level reaches the elevation of the open portals, the contractor

will push material into the portals as far as practicable to develop an earthen mine seal.

Following spoil placement, the backfilled area will receive approximately eight inches of

topsoil* from the topsoil storage areas and will be scarified to prepare for seeding. Seeding will

include the seed mix described in Task 10.

Task 6 - The Area D Backfilling. Area D will be totally backfilled at a slope of2.5:1

with material from the spoil storage area in the center of the mine and graded to create positive

drainage and to conform with the Whiskey Creek restoration plan. There will be no remaining

highwalls associated with this pit. The drainage channel in the center of the backfill area will be

stabilized with geotextile and rip rap and the confluence with Whiskey Creek will also be
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stabilized with rip rap. Following spoil placement, the backfilled area will receive

approximately eight inches of topsoil* from the topsoil storage area and will be scarified to

prepare for seeding. Seeding will include the seed mix described in Task 10.

Task 7 - Area E Backfilling. The Area E Upper O'Conner coal seam pit will be

backfilled with material including the current coal outcrop barrier and associated overburden and

with material from the spoil storage area in the center of the mine. Backfill material will be

placed against the highwall at a slope of approximately 2.5: 1 except on the far western edge

where it intercepts Pit D backfill where it will be approximately 2: 1 to create an "undulating"

non linear land form similar to natural talus found in the region. The pit will be backfilled

leaving approximately a 20-30± foot highwall. The intersection of the Area E backfill and the

Area D drainage channel will be rip rapped. A terrace will remain on the outside portion of the

bench as depicted in the drawings to maintain sediment control and a water course. A rip rap

lined channel will be utilized in the water course where it leaves the bench and is directed to the

restored Whiskey Creek.

Task 8 - General Grading of Borrow AreaslPositive Drainage. Following the

removal, backfilling and utilization of all spoil necessary to meet the backfilling plans discussed

above, any remaining spoil areas and remaining spoil slopes requiring grading will be graded and

sloped to create positive drainage in preparation for topsoil placement and stream restoration.

Following spoil placement, the backfilled area will receive approximately eight inches of

topsoil* from the topsoil storage area and will be scarified to prepare for seeding. Seeding will

include the seed mix described in Task 10.
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Task 9 - Whiskey Creek Restoration. Whiskey Creek will be realigned and relocated

throughout the reclaimed area by the creation of a new drainage way with a new creek bottom,

including rip rap, drop structures, pools and energy dissipaters and other features described

below to enhance stream integrity and habitat development and will incorporate many of the

components from the original permit to Lodestar Energy. The existing diversion of the original

stream bed to an underground culvert will be eliminated by excavating the open end, crushing

the culvert and sealing the excavated area with compressed clay material adequate to create an

earthen plug in the upper reach of the culvert. The area will be graded to blend into the overall

plan. The restored stream will be cut into the rough graded spoil to a depth of two feet below the

final grade of the stream channel to an average width of four to five feet. A one foot thick layer

of soil high in clay content will be placed and compressed in place by the backhoe as the stream

base. This material will be removed from the clay borrow area in the southwest portion of the

mine. The next layer of the stream substrate will consist of rocks and gravel acting as an

armouring layer and will be installed in conjunction with installation ofvarious structures in the

stream. Structures in the stream may include ladder drops, channel basins and vortex weirs

staged at various intervals along the stream. Typical drawings of these structures are included

herein. The use of filter fabric will be minimized in the stream course except in areas of high

velocity and gradient changes. Logs will be incorporated into structures to replace rocks. Drop

structures will be cut into the base and sides of the channel and placed in a manner to assure

structural integrity. Pools or basins will be installed on the up stream side of some structures for

use as habitat and to reduce flow velocity.

The restored Whiskey Creek will be directed toward the existing slope excavation (where

the maintenance building presently stands) which will be enhanced by shallow excavation and a
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small berm to create an "on bench pond" or pool. This structure will aid in sediment control and

habitat. The berm could be breached in 2004 when vegetation is established if desired. From the

slope cut the channel will be redirected toward Whiskey Creek to circumvent the existing

sediment structure on the southern side to a channel constructed and rip rapped along the existing

dam/existing slope interface. This channel will be constructed with geotextile membranes and

np rap.

Task 10 - Topsoil Distribution and Preparation. As discussed in the backfilling tasks

above, existing on-site topsoil piles will be utilized in order to redistribute material throughout

the mine area. The large topsoil pile in the northeast corner of the permit and the topsoil pile

under the truck loadout will be excavated and distributed throughout the mine. Other topsoil

piles found throughout the mine will be redistributed at the areas of closest proximately. As a

clarification to topsoil discussions in previous tasks, it is anticipated that there is enough topsoil

in the existing stockpiles to create an average depth of eight inches on the disturbed areas,

however, only topsoil to the extent available will be used and any deficits in topsoil will be

subject to variable growing media, i.e., existing spoil direct vegetation. The topsoil will be

scarified by the contractor by chisel plowing, discing or ripping to a depth suitable for seed beds

on sloped areas to enhance vegetative success. The furrows from the seed bed preparation will

be perpendicular to the slope.

Task 11- Revegetation. The following seed mixture will be broadcast on the reclaimed

areas upon topsoil preparation. It is anticipated that seeding will take place in the Fall 2003

planting season so that germination will take place during the Spring 2004 snow melt.
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Recommended Seed Mix for Whiskey Creek Reclamation

LBS/Acre
3
2
2
6
4
~

~

1
1
1
1/10
~

21 lbs. ± Acre

Species
Thick Spike
Timothy
Perennial Rye
Mt. Brome
Western Wheat
Cicer Milkvetch
Blue Flax
Yellow Sweet Clover
Alfalfa
Sainfoin
Yarrow
Forage Kocia

Task 12 - Surface Mine Structure Removal. The truck loading facility at the Whiskey

Creek Mine and related conveyor systems and electrical facilities will be dismantled and

removed from the site early in the reclamation process. The structure removal activities will be

scheduled so as not to interfere with earth moving/reclamation activities on the reminder of the

site. Concrete foundations will generally be broken and buried in the backfill material. The

reclaim tunnel at the truck loadout if daylighted will be crushed and buried with spoil as part of

the backfilling process.

Task 13 - Preparation Plant/Rail Loadout Facility. The structures at the Unit Train

Rail Loadout and Preparation Plant will be dismantled and removed from the site upon sale and

approval by the bankruptcy Trustee. It is anticipated that all metal structures will be removed

and the concrete silo and foundations will be blasted and/or broken for demolition and buried on

site.
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Once the structures are removed, the site will be graded to create positive drainage and

the existing topsoil pile will be evenly spread throughout the site and revegetated according to

the standards in Task 10.
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