February 19, 2003

TO: Internal File

THRU: Dana Dean, P.E., Environmental Scientist I11 / Hydrology, Team Lead

FROM: Peter H. Hess, Environmental Scientist 111/Engineering

RE: Submittal of Revisions to Address Permit Condition #6, Attachment A, Lodestar

Enerqgy, Inc., White Oak/Whiskey Creek Mine, C/007/001-AMO03A

SUMMARY::

The permittee completed underground coal extraction activities in the White Oak #2
Mine (lower O’Connor coal seam) on September 27, 2001. Prior to the underground cessation of
mining, the permittee submitted an application to the UDOGM to proceed with the demolition of
the upper pad facilities and initiate contour strip mining of both coal seams within the facilities
area. That approval was made on October 26, 2001. Attachment A of the permit approval
contained nine permit conditions, all of which had been addressed in a timely fashion with the
exception of Permit Condition #6, which contained issues relevant to Post Mining Land Uses in
Section 30, Township 13 South, Range 6 East. This is the area containing the surface contour
strip mining operation.

Prior to Division approval of the contour strip-mining permit, the permittee obtained a
signed supplemental lease agreement to the leased surface property through Ms. Bessie Oman,
representing the heirs of Milton Oman, Ltd. Ms. Oman passed away prior to the granting of the
October 26, 2001 permit.

Permit Condition #6 gave the permittee until January 26, 2002 to fulfill the following
requirements:

(1) “The permittee must remove all references to construct the 1200 foot section of road”
[from the gas line inspection road from South Fork Canyon (on the west side of the
property, i.e., the USFS boundary)] to the former surface facilities area, or the lease
agreement must be modified (to allow the permittee to construct this road during
reclamation activities).
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(2) The permittee must provide comments from the heirs of Milton Oman, Ltd.,
concerning the post mining land use for Section 30, T13S, R6E.

Due to uncertainties between the heirs of the Oman trust, and the demise of Ms. Bessie
Oman, it was difficult for the permittee to make progress in meeting the requirements of Permit
Condition #6. Numerous extensions were requested from the Division through 2002. However,
the extension request which would have allowed more time passed December 31, 2002 was
originally denied by the UDOGM, based on the fact that that adequate time had been allowed for
the permittee to address the issues. Due to the financial situation with the permittee, the Division
granted a one-week extension of time until January 8, 2003. When the attorneys involved failed
to provide the requested information to the permittee, and the permittee was unable to provide
the Division with the requested information by close of business on January 8, 2003, the
Division issued a Notice of Violation (N03-46-1-1) to Lodestar Energy, Inc. on January 9, 2003.

The permittee’s response addressing the information required by the Division was
received in the Price Field Office on February 7, 2003.

The following technical memo will address the adequacy of that submitted information

relative to meeting the requirements of the Division as stipulated in C/007/001, Attachment A,
Permit Condition #6.

TECHNICAL ANALYSIS:

SUMMARY OF PERMIT CONDITIONS

ATTACHMENT A/PERMIT CONDITION #6

RECLAMATION PLAN

POSTMINING LAND USES

Regulatory Reference: 30 CFR Sec. 784.15, 784.200, 785.16, 817.133; R645-301-412, -301-413, -301-414, -302-270, -302-271, -
302-272, -302-273, -302-274, -302-275.

Permit Condition #6, Requirement #1
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Analysis:

C/007/001, ATTACHMENT A, Permit Condition #6, Post Mining Land Uses, as
approved by the UDOGM on October 26, 2001 required the permittees to “remove all references
to construct the 1200 foot section of road because of the Oman’s desire to construct it
themselves, or the lease agreement must be modified”. “Also by January 26, 2002, comments
from the landowners concerning the post mining land use for Section 30, (T13S, R6E) must be
provided”.

As noted within the summary section of this document, the passing of Ms. Bessie Oman
has created turmoil within the heirs of Milton Oman, Ltd., as same have not been able to decide
what method or person(s) have decision-making capabilities. Although the heirs have an
attorney at law in place to represent them, the process of decision-making has been a difficult
process, such that information as required by the permittee has been difficult if not impossible to
obtain.

An amended lease agreement giving White Oak Mining and Construction Company, Inc.
the right to utilize the surface area of the former Valley Camp of Utah Belina Mines was signed
by Ms. Bessie Oman, the matriarch of Milton Oman, Ltd. and White Oak on September 17,
1996. Page 3, #2, Location of Parcel and Rights of Way, paragraph (e) of the amended lease
agreement requires the Lessee to reclaim “all land used in the construction of
..... the.....access road......not needed for maintenance and use of such facilities,......will be
restored at Lessee’s expense....... to its original condition........

In a correspondence dated December 21, 1983, Mr. Milton A. Oman, Attorney at Law
wrote to Mr. T. G. Whiteside, Chief Engineer at the Valley Camp of Utah, Inc. / Belina Mines to
make comment relative to Valley Camp’s reclamation plan, post mining land uses. Mr. Oman
felt at that time that he was in agreement with “leaving the road intact”.

That 9/17/96 amended lease agreement was modified by a supplemental agreement
between Lodestar Energy, Inc., and Ms. Bessie Oman, personal representative of Milton Oman,
Ltd., on February 16, 2001. The 9/17/96 amended lease agreement provides access for the
Oman’s to their property during the “operational” phase of the mining. Page 3, (2.), of the
SUPPLEMENTAL AGREEMENT amended Section 5 of the lease by adding the following at
the end of the section: “Lessor” (i.e., Milton Oman, Ltd.), “will construct or reconstruct an
access road as a connection between the Access Road (also known as the Whiskey Creek
Canyon haul road) and the gas pipeline access road, from South Fork Canyon to Whiskey Creek
Canyon, which will provide continued access to the Property for the Lessor”. The South Fork
gas pipeline access road is the road coming to the property from the USFS boundary on the west
side of the current mining operation. “Lessor will construct” is in direct conflict with the
cover letter attached to the “supplemental agreement” (paragraph 2) dated February 12,
2001, and signed by Mark D. Wayment, General Manager for Lodestar Energy / Mountain
Operations. Paragraph 2 of that cover letter states that “Section 5 of the lease is changed to
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allow Lodestar to leave the Whiskey Canyon haul road in place, and to construct a road
from the end of this road up to the gas pipeline access road”.

It is the Division’s opinion that the signed SUPPLEMENTAL AGREEMENT (as
signed by Ms. Bessie Oman and Mark D. Wayment) takes legal precedence over the contents of
the cover letter attached to the SUPPLEMENTAL AGREEMENT. Therefore, it is the
responsibility of the heirs of Milton Oman, Ltd., to construct the road from the termination point
of the Whiskey Canyon haul road to the gas pipeline access road. As the heirs of Milton Oman,
Ltd., and Lodestar Energy, Inc. have not modified the SUPPLEMENTAL AGREEMENT to the

“amended (surface) lease agreement”, “the permittee must remove all references to construct the
1200 foot section of road”.

As previously noted, the permittee responded with a submittal to address the
requirements of Permit Condition #6 on February 7, 2003. Page R-11 of 35, revised in February
of 2003 deletes the following by striking the text; “A gravel jeep trail will be provided from
above the White Oak mine site to replace the current road that will be removed during
surface mining per the land owner’s request in the Oman Agreement amended in
February, 2001”. The struck out text has been deleted from the clean copy version of Page R-
11 of 37. Thus, the permittee has removed the reference that previously indicated that they
would construct the 1200-foot section of access road from the South Fork gas pipeline access
road to the Whiskey Canyon contour strip mine disturbance.

Findings:

The permittee’s submittal is adequate to address the first requirement of Permit Condition
#6.

Permit Condition #6, Requirement #2
Analysis:

The second requirement of Permit Condition #6 required the permittee to submit
comments from the landowners concerning the post mining land use for Section 30, (T13S,
ROE), by January 26, 2002. As noted previously, the permittee found it necessary to obtain time
extensions from the Division through January 8, 2003 in an attempt to come to resolution with
the arbitrating attorneys involved. In order to address this requirement, the permittee has taken
the position that “the highlighted portion on Pages 2 and 3 of the Amended Lease
Agreement with the Oman’s (See Appendix 1-2 of the MRP) addresses the wishes of the
landowner relating to the disturbed areas of the land leased to Lodestar. The highlighted
portion on Page 2 (as submitted within the 2/7/2003 response to N03-46-1-1) refers to Section
30, N1/2NW1/4, Township 13 South, Range 7 East, SLBM.
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Page 3 of the AMENDED LEASE AGREEMENT, (2.) location of Parcel and Rights of
Way, paragraph (), once again states that “all land used in the construction of either the
conveyor system, access road, lines, poles, portals, buildings and related appurtenances
upon said parcel or rights of way but not needed for the maintenance and use of such
facilities, will be restored at Lessee’s expense as nearly as reasonably practicable to its
original condition _....... ” Thus, the permittee feels that it is the landowners desire (based on
the aforementioned verbiage) to have the disturbed area reclaimed to pre-mining conditions.

As noted previously, and to date, no revisions have been made to any of the lease
agreement documents relative to the heirs of Milton Oman, Ltd. Thus, the Division feels that the
aforementioned verbiage content accurately reflects the current thinking of the heirs of Milton
Oman, Ltd.

The surface lease agreements and their subsequent amendments are already included in
APPENDIX 1-2 of the approved mining and reclamation plan.

Findings:

The approved information in APPENDIX 1-2 is adequate to address the requirements of
Permit Condition #6, Requirement #2.

RECOMMENDATION:

The response received from the permittee on February 7, 2003 is adequate to address the
requirements of Permit Condition #6, Post Mining Land Uses, R645-301-412, as indicated in the
permit approved by the UDOGM on October 26, 2001.

In should be noted that although the permittee has contacted the heirs of Milton Oman,
Ltd. through the attorney representing them in an attempt to allow them the opportunity to
provide new comments relative to the issues involved with Permit Condition #6, the heirs have
failed to provide new comments in the fourteen months which have transpired. Thus, the
Division should proceed with the information that is already approved, or will be approved
through the February 7, 2003 submittal (C/007/001-03A).

Amendment 03A should be approved, such that N03-46-1-1 can be terminated.
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