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State of Utah

Department of
Natural Resources

MIC}IAELR. STYLER
Exeative Director

TO:

THRU:

JON M. HUNTSMAN, JR.
Governor

GARY R. HERBERT
Lieutenant Governor

December 28, 2005

Internal File

Pamela Grubaugh-Littig,. Permit Supervisoq

Mark R. Mesch, AI\{R Administrato, Itr\N

THRU: 
frr*ta 

Deann Senior Recldmation Hydrologist

THRU: Louis A. Amodt, AI\'IR Senior Reclamation Specialist/Geologi

RE: white Oak I'oadout Rpclamation - White oak Mine. Forfeited gitg.

c/007/0001

As part of a stipulation to terminate Cessation Order C03-51-1-l issued at
the White Oak Mine pit, Blue Ridge Services, LLC (Blue Ridge) agreed to place a
percentage of the profit from any coal they salvaged and sold from the site into a
reclarnation fund to be used at the loadout facility (see Denise A. Dragoo letter of
4/f 1/2003). kr April of 2003, upon completion of salvage operations, Blue Ridge
agreed to do the following in order to receive the escrowed money back in the
amount of $106,848.60 (see Scott Kiscaden letter of 4125103).

Total strucfure removal, demolition, burial, grading, roughening, and
seeding of approximately 18 acres referred to as the northern portion of the loadouto
including the following:
r Valcam Well House (S-1)
r Storage Shed (S-1A)

r Storage Shed (S-18)

r Valcam Shop (and Floor) (S-2)
r Valcam Shop Substation (S-3)
r Valcam Bathhouse/Office (S-4)
r Truck Shop (and Floor) (S-5)
r Salt Shed (5-6)
r oil Storage Shed (s-7) r underground Conduits
r 10,000 Gallon Water Head Tank (S-8) r Feeders in Yard (portable)
r Truck Ssale House (also Mechanism r Junkyard Above Rail Line

and Pit) (S-9)

Division of
OiI, Gas & Mining

JOHN R. BAZA
Division Director

THRU:

1594 West North Temple, Suite 1210, PO Box 145801, Salt lake City, UT B4l l+SB0l
tel€phon€ (801) 538-5340 . facsimile (801) 359-3940 . TTY (801) 538-7458 t *vrw.ogm.uuLgov

r Power Service to Shops and Offices
r Transformers

r Guardrail from Oil Shed to Mine
Shed

r Road to Mine Shop
r Road to Truck Shop
r Parking Int at Truck Shop
r Concrete Barrier Blocks
r Salt Pile

Mine #
File

' Record #
Doc. Date
Recd. Date
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• 10,0000 Gallon Diesel Tank

.3,000 Gallon Gas Tank (Already Done)

• Spill Protection (Gasoline Tank)
• Spill Protection (Diesel Tank)
• Underground Tank

• Pond OOIA - (construct a wetland,
i.e. do not completely fill)

• Backfill and Grade (approx. 18
Acres)

• Pock (approx. 18 Acres)
• Seeding (same as above)

Blue Ridge completed each of the above tasks as required, except for the
removal ofPond OOIA and the funds held in escrow were released (see Lowell P.
Braxton letter of 6/12/2003).

The pond (OOIA) remained un-reclaimed as a result of a personal
communication with the contractor, in which Mr. Geroge Liodakis, the landowner,
had requested pond (OOIA) remain in place at the time Blue Ridge was conducting
the reclamation. This is documented in an internal email between Daron Haddock
and Mary Ann Wright (see email 5/29/2003). This request was followed with a
Project Field Work Authorization removing pond (OOIA) from the reclamation plan
(see Field Work Authorization of 6/12/2003). After Blue Ridge had completed
the work at the loadout and demobilized the equipment, the attorney for Mr.
Liodakis then sent the Division a letter asking that everything on his property,
including pond (OOIA), be reclaimed (see Lawrence D. Buhler letter of 6/5/2003).

Mr. Mark Wayment formed an agreement between his company dba
Whiskey Creek Mining Services, LLC and Lodestar Energy, Inc. Bankruptcy Estate
to perform salvage and reclamation services at the loadout (see Lodestar Energy,
Inc. Bankruptcy Estate agreement of 9/16/2003). Mr. Wayment was given the
salvage rights to all equipment and structures left on site and this work began on
10/6/2003. Mr. Wayment planned to pay for the demolition, earthwork, seeding,
etc. with the profits from selling the structures. Unfortunately, he was unable to sell
most of the structures as units, and the price of scrap metal was quite low. He did,
however remove all structures and perform some earthwork during October of
2003, but did not seed or remove pond 002A

Kent Bethers Construction completed the loadout reclamation during the
first week of November 2005 under contract to the Division. This reclamation
included:

• Removal ofvertical portion of culvert C-I-32
• Reclamation ofpond 002A by the road to the site (middle pond)
• Re-grading the slope by the highway
• Shaping the comer ofpond 003A (up canyon side - in the area where stacking

was located)
• Re-seeding on the west side of the tracks from the north end to the middle of the

site
• Seeding on both sides ofrailroad tracks from the middle of the site to the south
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Pond OOIA (farthest north - down canyon) was not reclaimed; only vertical
portions ofCMP drains were removed. Access to pond OOIA would have involved
ingress along the Union Pacific Rail Road right-of-way, which covers a distance of
25 feet on either side of the tracks. Federal law requires that the Union Pacific must
authorize any activities along that right-of-way. This notification and authorization
process is time consuming and cumbersome. As the reclamation work was
occurring in early November timing was critical. Funds were not available for re­
mobilizing equipment the following year when a Right-of-Way agreement mayor
may not have been secured.

cc: Wayne Hedberg

P:\GROUPS\AMR\WP\Projects\007Carbon\934WhiteOak\Constrnction_AMR\Construction\pg1whiteoakloadoutreclaim_12_
28.doc
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---- L.L.l?---­

LAW OFFICES

15 West South Temple. Suite 1200
Gateway Tower West

Salt Lake City, Utah 84101
(801) 257-1900

Fax: (801) 257-1800
. www.swlaw.com

Denise A. Dragoo (80l) 257-1998
ddtagoo@swlaw.com

April 11, 2003

ViaE-Mail and U.S. Mail

SALT LAKE em. UTAH

PHOENIX. ARIZONA

TUCSON. ARIZONA

IRVlNE, CALIroRNlA

DENVER. COLORADO

LAS VEGAS. NEVADA

Pamela Grubaugh-Littig, Permit Supervisor

~~:es1~~O;::~e~::;1210 .. . ~¥;!;;f')o7/001
Salt Lake City, Utah 84114-5801 O~~r ~I

RE: Reclamation Fund -Agreed Order to Terminate Cessatio:O~:fC-03-39- -1 -~/
Blue Ridge Services, LLC, and Partially Terminate C-03-51-1-1 - Lodestar ? rrm
Energy, Inc. f7:t ~ p ~ ()

Dear Ms. Littig:

By Agreed Order filed on March 19,2003 with the U.S. Bankruptcy Court for Eastern
Kentucky, the State of Utah, Blue Ridge Services, LLC ("Blue Ridge"), and the Frontier
Insurance Company in Rehabilitation, agreed to have Blue Ridge establish a reclamation fund
from a portion of the proceeds from the removal and sale of certain pit coal from the Whiskey
Creek Mine and certain stockpiled coal at the Valcam loadout for the period from February 13,
2003 through June 1,2003. See ~ 6(b) of Agreed Order and Stipulation. Blue Ridge has now
opened Zions Bank Account No. 002994648. The escrow agent for the account is John A.
Madison, CPA, Riverpine Services, Inc., P.O. Box 1916, Mechanicsville, Virginia 23116. Zions
Bank is forwarding Mr. Madison deposit slips and checks for the account. He will prepare a
schedule of the shipments made to date and forward the full fund to the account per the Agreed
Order upon receipt of these deposit slips. We propose to provide you with a monthly statement
of this account as it is provided by Zions Bank to Mr. Madison.

Please give me a call if you have any questions regarding this matter.

Very truly yours,

~
Denise A. Dragoo

DAD:jmc:248511
cc: Steve Alder, Esq. (via e-mail)

Scott Kiscaden (via e-mail)
John Madison (via e-mail)
Mark Wayment (via e-mail)

~nell & Wilmer is a memkr ,,f LEX ~n.':-';[)I, <1 leading association nf independenr law firm,.
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EASTERN DISTRICT OF KENTUCIrt s-Jol
FILED ~

MAR 1,9 2003

INRE

UNITED STATES BANKRUPTCY COURT
AT LEXINGTON

FOR THE EASTERN DISTRICT OF KENTUCKY JERRY D. TRUm. CLERK

(LEXINGTON DIVISION) u.s. BANKRUPTCY COURT

CHAPTER 11 PROCEEDING

LODESTAR ENERGY, INC.
LODESTAR HOLDINGS, INC.
INDUSTRIAL FUELS MINERALS CO.

DEBTORS.

CASE NO. 01-50969
CASE NO. 01-50972
CASE NO. 03-70015

(Jointly Administered)

Judge Joseph M. Scott, Jr.

AGREED ORDER APPROVING STIPULATION TO TERMINATE CESSATION
ORDER ISSUED BY THE STATE OF UTAH AGAINST BLUE RIDGE SERVICES, LLC
AND STIPULATION TO PARTIALLY TERMINATE CESSATION ORDER ISSUED BY

THE STATE OF UTAH AGAINST THE DEBTORILODESTAR ENERGY, INC.
(BLUE RIDGE SERVICES, LLC)

This matter came before the Court on March 13, 2002, upon the MOT10N PURSUANT TO

105(A), 363, 365, 503 AND 507 OF THE BANKRUPTCY CODE FOR ORDER ApPROVING STIPULATION

AND AUTHORIZING SALE TO BLUE RIDGE SERVICES, LLC OF CERTAIN OF DEBTORS' UTAH

PROPERT1ES, FREE AND CLEAR OF ALL LIENS, CLAIMS AND ENCUMBRANCES, WITH ALL VALID

LIENS, CLAIMS AND ENCUMBRANCES TO ATTACH TO THE PROCEEDS OF SALE, dated February 24,

2003 (the "Motion"). One of the issues that needed to be addressed in connection with

consideration of the Motion, was certain cessation orders issued by the State of Utah against the

Debtors and Blue Ridge Services, LLC ("Blue Ridge"). To address these issues, at the hearing

an agreement in principle was made upon the record, with the understanding that the affected

parties would prepare a written stipulation memorializing their agreement and submit the same to

the Court for review and approval.

Accordingly, the parties subsequently prepared and filed that certain STIPULATION TO

TERMINATE CESSATION ORDER ISSUED BY THE STATE OF UTAH AGAINST BLUE

33999.0002\Letad\SLC\24S106.4 .



RIDGE SERVICES, LLC AND STIPULATION TO PARTIALLY TERMINATE CESSATION

ORDER ISSUED BY THE STATE OF UTAH AGAINST THE DEBTOR/LODESTAR

ENERGY, INC., dated March 18, 2003 (the "Division Stipulation"). The Court having

reviewed the Division Stipulation, good cause appearing for the approval of the same, and being

advised, hereby

FINDS, CONCLUDES AND ORDERS l that:

1. The Court has subject matter jurisdiction to enter this Order and venue is proper

in this Court.

2. Notice of the hearing on the Motion, and of the opportunity to consider the

Division Stipulation, was adequate and proper in all regards under the circumstances.

3. The Division Stipulation represents a fair and reasonable compromise of disputed

issues, satisfies the requirements of Rule 9019, F.R.B.P., and is in the best interests of the

Debtors, their creditors and their estates.

4. The Division Stipulation is APPROVEP IN ALL RESPECTS.

5. Any objections to the Motion filed or expressed by the parties to the Division

Stipulation are WITHDRAWN.

6. The Reclamation Fund, as defined in the Division Stipulation, shall not be

considered to be an asset of the Debtors or their respective estates, and shall be distributed either

to the Division or to Blue Ridge in accordance with the tenus ofttie Division Stipulation.

7. The parties shall be, and hereby are, authorized and directed, forthwith, to

implement the Division Stipulation in accordance with its teons, and to negotiate, prepare,

Any tenns used in this Order that are not defined in this Order shall have the same meanings as such tenns
are used or defined in the Division Stipulation.
26464 2
33999.0002\Lctad\SLC\24SI06.4



execute and deliver any and all other and further documents and instruments as may be

reasonable or necessary in connection therewith, without further order of this Court.

Entered: ~MA:..;,;.R_l 9 1003

(j~- ~~~:\
HON. JOSEPH M. scon, JR., JUDGE V
UNITED STATES BANKRUPTCY COURT

TENDERED BY:

L. Edwin Paulson, Esq.,
209 East High Street
Lexington, Kentucky 40507
Telephone: 859-253-3333
Facsimile: 859-254-9925

COUNSEL FOR BLUE RIDGE SERVICES, LLC

Pursuant to Local Rule 9022·1 (c)~ L. Edwin Paulson 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 (10) days hereof.

PANY IN REHABILITATION

BLUE RIDGE SERVICES, LLC

~,~p~J
DSE A. DRAGOO, ESQ. Y
DAVID E. LETA, ESQ.
L. EDWIN PAULSON, ESQ., Atty.
209 East High Street
Lexington, KY 40507
(859) 253-3333

-/~·o} BY:
~~~~~~~~-CH,ESQ.
Bunch & Brock, Attorneys
P. O. Box 2086
Lexington, KY 40588
(859) 254-5522

///

BY:

26464
33999.0002\Letad\SLC\24S 106.4
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In re:

UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF KENTUCKY

(LEXINGTON DIVISION)

Chapter 11 Proceeding

LODESTAR ENERGY INC.,
LODESTAR HOLDINGS, INC.,
INDUSTRIAL FUELS MINERALS, CO.

Debtors.

Case No. 01-50969
Case No. 01-50972
Case No. 03-70015

(Jointly Administered)

*********************************

STIPULATION TO TERMINATE CESSATION ORDER ISSUED BY THE STATE OF
UTAH AGAINST BLUE RIDGE SERVICES, LLC

AND

STIPULATION TO PARTIALLY TERMINATE CESSATION ORDER ISSUED BY THE
STATE OF UTAH AGAINST THE DEBTOR/LODESTAR ENERGY, INC.

********************************

EASTERN DISTRICT OF KENTUCKY

FILED
AT ", O'CLOCK &_. .MIN . M

MAf< 1~1 ;Z003

AT LEXINGTOf\:

U.S, BANKRUPTC:{ COUF'

244759.1
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By agreement of the parties hereto, the State of Utah, Department of Natural Resources,

Division of Oil, Gas and Mining ("Division"), Blue Ridge Services, LLC ("Blue Ridge") and

Frontier Insurance Company in Rehabilitation (UFrontier") as set forth below, by and through their

respective Counsel, hereby stipulate and agree to the following so that certain cessation orders issued

by the Division may be tenninated and/or partially tenninated, i.e., modified or altered, so that Blue

Ridge may act as a contractor for the Debtor at Whiskey Creek Mine in Carbon County, Utah, under

the Debtor's Permit No. C/007/001, for the limited purpose of removing; hauling and transporting

coal from the stockpile and pit area therein onto trains and/or trucks, as the case may be, and for Blue

Ridge to establish a reclamation fund (defined below) therefore (this entire document being

described as the "Division Stipulation"), as follows:

BACKGROUND

I. On February 13, 2003, the Court-Appointed Trustee, being Bill Bishop, and Blue

Ridge entered into a STIPULATION AND AGREEMENT FOR SALE OF CERTAIN OF

DEBTORS' UTAH PROPERTY FREE AND CLEAR OF ALL LIENS, CLAIMS AND

ENCUMBRANCES TO BLUE RIDGE SERVICES, LLC (the UTrustee Stipulation").

2. On February 24, 2003, Blue Ridge filed a MOTION PURSUANT TO §§ 105A, 363,

365, 503 AND 507 OF THE BANKRUPTCY CODE FOR ORDER APPROVING STIPULATION

AND AUTHORIZING SALE TO BLUE RIDGE SERVICES, LLC, OF CERTAIN OF DEBTORS'

UTAH PROPERTIES FREE AND CLEAR OF ALL LIENS, CLAIMS AND ENCUMBRANCES

WITH ALL VALID LIENS, CLAIMS AND ENCUMBRANCES TO AITACH TO THE

PROCEEDS OF THE SALE. A hearing before the Court on this Motion has been set for 9:00 a.m.

on Thursday, March 13, 2003. The Division Stipulation shall be specifically contingent upon the



entry of an order approving the Trustee Stipulation; however, the Division Stipulation shall be

effective upon March 18,2003.

3. Pursuant to the terms of the Trustee Stipulation, the Trustee granted Blue Ridge the

authority to perform several functions, including, but not limited to: access to Debtor's Whiskey

Creek Mine; the right to operate and use certain equipment; and the authority to load, haul, remove

and receive all of the sale proceeds from stockpiled and pit coal as necessary to fulfill Debtor's

obligations under a Purchase Order with Mt. Poso Cogeneration Co. dated September 20, 2002

("Purchase Order"). Blue Ridge agreed to operate as a contractor under Debtor's coal mine permit

for the Whiskey Creek Mine, Permit No. C/007/001, in the Trustee Stipulation's paragraphs 8 and

12.

4. On March 11, 2003, the Division issued Cessation Order No. C-03-39-1-1 ("Blue

Ridge CO") to Blue Ridge for conducting surface coal mining and reclamation operations without a

permit from the Division at the Whiskey Creek Mine. To abate the Blue Ridge CO, Blue Ridge is

required to cease extracting coal from the earth (pit) and transporting it from the pit area and to

obtain a permit or to obtain a designation as an operator under Debtor's existing permit. A copy of

the Blue Ridge CO attached hereto as Exhibit I.

5. On March 12,2003, the Division issued Cessation Order No. C-03-5I-I-I to Debtor

("Debtor CO"), regarding underground operations at the White Oak Mine and surface operations at

the Whiskey Creek Mine, both ofwhich operations are governed by Permit No. C/007/001. To abate

the Debtor CO, the Debtor is required to cease coal extraction and transporting coal within or from

244759.1
33999.0002\Letad\SLC\245 I16.6
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the White Oak/Whiskey Creek mine site and immediately post an adequate bond or to complete

reclamation in accordance with the approved mining and reclamation plan. A copy ofthe Debtor CO

is attached hereto as Exhibit 2.

AGREED TERMS OF THE DIVISION STIPULATION

6. At the request ofBlue Ridge to load, haul and transport the above-described coal, the

Division has agreed to tenninate the Blue Ridge CO and to partially terminate, i.e., modify or alter,

the Debtor CO, in exchange for Blue Ridge establishing a Fund, as follows:

(a) The Division Stipulation shaH be specifically contingent upon the entry ofan

order approving the Trustee Stipulation; however, the Division Stipulation shall be effective upon

March 18, 2003. Blue Ridge's authority to operate as the Debtor's contractor under Permit No.

C/007/001 shall tenninate on June 1, 2003. After June 1, 2003, Blue Ridge shall not have

authorization under Pennit No. C/007/00 1 to load, haul or transport any coal as described above,

except as expressly authorized in writing by the Division, which authorization may be withheld at its

sole discretion.

(b) Blue Ridge shall establish an interest-bearing escrow account ("Account") at

Zions Bank (the "Bank") within the State ofUtah and shall immediately provide the Division with

the Account number, which the Division hereby is granted irrevocable access only to monitor all

deposits to the Account and may use this document as Blue Ridge's authorization to gain such access

to the Account. Blue Ridge shall deposit funds to the Account at the rate of $3 .00 per ton for all coal

removed from the pit by Blue Ridge at the Whiskey Creek Mine or removed from the inventory

stockpile at the ValCam Loadout facility (aka Loadstar loadont facility) by Blue Ridge from

February 13,2003, through June 1,2003. Blue Ridge shall, in lieu ofthe $3.00 per ton as mentioned

above, deposit funds to the Account at the rate of $1.00 per ton of coal relating only to the



approximately 13,500 tons ofcoal that have been represented by Blue Ridge as having been "moved

aside" from the load out facility due to inadequate BTU quality, including other similar poor quality

coal demonstrated by Blue Ridge to the Division to be ofsimilar poor quality. (All funds with any

accrued interest that have been deposited into the Account shall be referred to as the "Reclamation

Fund"). Blue Ridge shall not be authorized to withdraw any funds from said Account without the

express written consent of the Division, and a written restriction of same shall be delivered to the

Bank. Blue Ridge shall deposit all such funds as described in this paragraph into said Account

within five (5) business days after any such coal is loaded onto the above-described trains or trucks.

All deposits as described herein shall not be deemed to be any cash payments to the Division until

such funds are actually delivered to the Division in accordance with paragraph no. 6(t) below.

(c) During the tenn of this Division Stipulation, Blue Ridge agrees to follow the

terms and conditions ofthe mining and reclamation permit for the Whiskey Creek Mine, Pennit No.

C/007/001, with respect to Blue Ridge's operations. Blue Ridge shall specifically satisfy all

regulations governing blasting, drainage control, dust control, cleaning and re-grading ofthe pit area

in accordance with the terms of Permit No. C/007/001. Blue Ridge's obligations herein shall not

include backfilling or elimination of existing high walls. Blue Ridge shall not disturb any other /'

undisturbed areas not specifically described in this Division Stipulation.

(d) Blue Ridge agrees to survey the pit coal and provide the Division with a

certified map ofBlue Ridge's activity as ofMarch 18,2003 and upon completion ofactivities, which

shall be no later than June 1, 2003.

244759.1
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(e) Said Reclamation Fund with accrued interest shall then .and only then be

payable to Blue Ridge upon the satisfaction of the following: (i) a written agreement between

Frontier or any other party who agrees to complete reclamation and who is qualified to perfonn such

reclamation under all administrative provisions, statutes and regulations ofthe State ofUtah and the

Division, regarding the Whiskey Creek Mine; or (ii) replacement ofthe reclamation bond for Permit

No. C/OO?/001 by a successor operator, which is acceptable to the Division, under all administrative

provisions, statutes and regulations of the State ofUtah and the Division.

(f) The Reclamation Fund with accrued interest shall be payable to the Division if

either ofthe events set forth at paragraph 6(e) above do not occur within two (2) years from the date

of this Agreement. Upon the expiration of the two (2) year period and thirty (30) days prior notice

thereafter to Blue Ridge, the Division shall be authorized to deliver a copy of this Division

Stipulation to the Bank, together with an affidavit ofa Division representative substantiating the fact

that neither of the events described in paragraph no. 6(e) above have occurred, and, upon receipt of

the same, the Bank shall be authorized to deliver the Reclamation Fund, with all accrued interest

thereon, to the Division without any liability to any party hereto, unless, prior to the expiration ofthe

thirty (30) day period, a Court of competent jurisdiction has entered an order preventing such

delivery.

(g) The Division shall immediately tenninate the Blue Ridge CO upon the date

signed below and shall modify the Debtor CO to remove and exclude Blue Ridge's surface activities

at the Whiskey Creek Mine so as to pennit Blue Ridge to perfonn under the Trustee Stipulation and

this Division Stipulation. The Debtor CO shall remain in full force and effect except as specifically

set forth herein.



(h) Frontier agrees that the tenns and conditions ofthis Division Stipulation shall

not affect, change or be deemed to be in violation of any tenn or condition set forth in Frontier's

reclamation bonds regarding the Debtor's mining operations in the State ofUtah. Blue Ridge agrees

to indemnify and hold Frontier hannless from any loss it may suffer as a result of the activities by

Blue Ridge.

BLUE RlDGE SERVICES, LLC

SO STIPULATED AND AGREED TO on this

BY: . I ~. 1)3 BY:
CH, ESQ.

Bunch & rock, Attorneys
271 West Short Street
805 Security Trust Building
P. O. Box 2086
Lexington, KY 40588-2086
Telephone: (859) 254-5522
Email: Matt@BunchLaw.com

AUTHORIZED AGENT FOR DIVISION

I~~y ofMarch, 2003.

A-~ f)J)dd '2~~V~
DENISE A. DRAGOO, ESQ.
DAVID E. LETA, ESQ.
Snell & Wilmer, LLP, Attorneys
Salt Lake City, Utah and
L. EDWIN PAULSON, ESQ., Atty.
209 East High Street
Lexington, Kentucky 40507
(859) 253-3333
Email: paulsonjrlaw@aol.com

AUTHORIZED AGENT FOR
BLUE RIDGE SERVICES

BENN AY R, ES I

ATTORNpY FOR FRO TIER
Landrum &Shouse
106 West Vine Street
Suite 800
Lexington, Kentucky 40507
(859) 255-2424
Email: bbayer@landrumshouse.com

244759.1
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FRONTIER INSURANCE COMPANY
IN REHABILITATION

BY:

ITS:-------------
AUTHORIZED AGENT FOR FRONTIER
INSURANCE COMPANY IN
REHABILITATION
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~AR.19.2003 12:0SPM BOND CLAIMS

Email: Matt@Bun.c.bLaw.com

AtITHORIZED AGENT FOR DMSION

FRONTIER INSURANCE CO:MPA.'NY
IN REHABILITATION

By:. --- _
. BENNETT BAYER, ESQ.

ATTORNEY FOR FRONTIER
Landrum & Shouse
106 West Vine Street
Suite 800
Lexington, Kentucky 40507
(859) 255-2424
Email~ bbayer@landrumshouse.cOln

2447651.L
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1'10.063 P.S

(859) 253-3333
Email: naulsonjrlaw@ao1.com

AUTHORIZED AGENT FOR
BLUE RIDGE SERVICES

FRONTIER INSURANCE COMPANY
INREHABlLITATION

BY;

ITS:
._-~--------

AUTHORIZED AGENT FOR FRONTIER
IN'SURANCE COMPANY IN
REHABILITATION

7
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Under out"oriTy Of the Utoh Cool Mining & Reclom01ionAct. SectiOn 40-10.' et S&q-. 'Ulah CO<:te Annotated, 1963­
the undersigned oothe»ized f1jpr~ntQtive of the Division or Oll. Gas & Mining has conducted on insP$Clion 01
above mine on QboVe dote ond hOI found thot 0 Cessotlon Order must be issued with fGlJpect to each of the corK1I~

tionfi, practic8s Of'violatlons listed In the QtfochmenT(5). Thf' order CONti1vtS' a Isporote Cf3$Sorlon Orc:Jer rOt each
co~diriOt'\,proetlce or vlo/atlon listed.

In gcc9fdClr"lce with Section 40-10-22. uton Code Annotated, you ore orde,",~dto ceo.. imMeClicdelV the operOflons
de&ClitJed in the atToehment(s) and 10 perform the offirmctive Obligot;oN de$afbed J" the attachment!s) within
the ~~gnotedtime tot Qbotement. ~edamofIO'" opetat'Ot"'ls not directly the subj~ of 'hit order shalf continue
while thls ordfir i5 In efteCf. You ore lesponslble lor doing all work in a ~ote and workmanlike I"na"lner.

The undel'slgned representative finds thot th;' crder dOes.£l does nOt ['J reQutre CUHQ'tlon ~, mIning ex~$$$lyor In
~octic;QI effect. FOl1h~ purpose, "mining' means extroding cool from the earth Of 0 wcste pile. and t~porUngft
within or from the mine ~iTe.

This order sholl remen In effect until it expires os prOYldecJ on reverse side of this form or i$ modified. terminoted cr
vacated by written notice of on authOrIZed representgtlve 0' the Division ot Oil, GQI & Mining.

ci!"l.pVJTIme of servlce/moilin A, 0 o.m. [j p.M.

SEE RNRSE SIDE .
\<\'IiI7£-ooGM ~LLO'N-OSM P1Nj('PERMlmE/OFlERAIO~ GOl1)ENA'OO-NOJ FIlE

on equal opportunHy &mploYGt
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MAR-11-2003 TUE 04:43 PM OIL, GAS ~ MINING FAX NO. 801 359 3940 PI 03/03

----- ----..._---_.-

2- 2-
Pog~ct_,_

--------------------------------~_---------

CESSATION ORDER NO. C (J 3- 3 , -1-1

Violation No. .-Lof_ L
Noture 01 condItion. practIce or vlolotlon

~<e,~t;...~ GtnJ ~J;"d(fMij...4=:r1d!A'~<M~'~~
l~.k<.t Q,;e, ~.<i~d tlf4-dz..,&A1&..<rn... _. _

----_...._-- -----
PrQvisioni of oct, regulatioN or permlt Violated

Z4,C 8. .t/b-'(1- ~ ......-_
~r-;)<m -ilk. ~~O, --
g, yS - 30L-/~o

Cfleck approprlote oox
n Condition. practice Q( violation is creating~ imminent danger to htiolth or lO1ety of the public.

~ Pefmlttee/Operator ~/hO' been conducting mining activltl~without Q permit.
II Condition. practice Or violation Is causing or can reasonobly t:>e expected to couse sltlnlMcant, Imminent

envIronmental harm to fond. aIr or woter resources.
I..J Permitfee Of' OPerClfor not rolled to Obore VJoIat/on(s) No. Included In Norice of Violation

No. N within time for Clbatemel',f orlglnclty fixed or subseQuently e>ctfinded.

-',.,----_._--
--- '---'---

Affirm01iVe obligotiOn(s) and obCltemenJ ~Ime (ft appllcoble)

~e~A.",:><~~~::~~~~~. · tYb~'.. q _~._---_~'~~
y a",J-,~ -t4"4_L&. .. . _

• •. " '4' _

--- --_......--- ---------- ----.._---
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NAR-12-2003 WED 02:00 PM OIL. GAS &MINING FAX NO. 801 369 3940 P. 02

NO. C D3 - 51 -- 1- L

Dote Of inspecfiOnl..- - .19_,

Tlmeoflnspec1lon CI a.m. 0 p.rn. to 0 a.m. 0 p.m.

OpQ(otor Nome Cottlei' than Permittee) - .. _

Moiling Add,ess_- - --"--------------_~

10 the folk)winQ FWmittee (X Operator:

Name L o c(e ;s4g c E tV (:03) . J:n c.. 1

Min. W hI i e 09 Ii. / kJ hi $1;::1 r kueL E'fSurloce ~'-"d<llground 0 0II1el

County Co cbo ..... State--l&..-ha.b J81GPhene&~ AJ'ie - ~"':1.0
MQ~~Address-lJ.C. 3,,;," &w 32 0;) /k1pet'""J U~, tts~,=,
!fote Permit No. C I 007 I cr, ,
OJJner$hlp CategOfY 0 State 0 Fed8f'Q1 0 F$e B"Mlx$d

PQga,~~-

...--------------------------:"----------~

..
CD

"...o
c
o.-....
R
Ql
u

Ost,t.lI OF utAH .
~TUIAL RESOURCES
DlyUlofI r:A 011. Gas • Mining

~ Triocf center • SuitG 3SO • Salt lake City. uT 64180-1203 • B01-5U-6340

Under authOl'i1y ot the utah Cool Mining & Reclamation Act. Section 4O-1Q..1 et GeQ.. utah C008 Annotated. 1953.
the undeAlgned a\Jfhorized representative of me DIViSion of Oil. GOI lit Mining hO$ eonduded on INpedlon of
QboYe mine on obove date ond hO$ found thot 0 Cessoflon Order must be Issued wtth respect to e<2ch of the c;ondi­
tionf. prQCtlces or Vlolctions listed In the ottochment(s). This order constlNtes a $Qpgtale CQiSQtlon Order for eoch
condltlOn. proet1ce or vk>latlon Us1ed.

In Qccordan~with Section 40-10-22. Utah Caae AnnotofeC1. you ere Otdered to cease Ilnm8dlately the ooercrtlons
deKtibed in the attochment(l) end to perto,m the Offlrmctlve obllgotlons deScribed In the attQd\ment(f) WIthin
the designated time for abatement. Rectomatlon open~tlons not directly 1he subjec:t of thil order ihal\ continue
WhIle this order Is In effect. YOU ore rfj$pONible tor doing all wOf1c In Q lote and ~manll\cemanner.

1he undersIgned representotlve nnos tl101 thll order does ~does nol 0 reQuire C8S1cdlon at mining exprea&ly or in
proetlcol effect. For this ~pose. "mining" meaN uxtcecting ('.:001 from the eorth or Q waste Dlle. onej transporting tt
w1thi" Of from the min& site.

Th~ order '0011 remain ir. effect urttillf eXI'lres as provided on reverse sloe of this torm. Of Is modftied, termit\otQd or
v(Jeered h\I 'WTltterI notice of an C1uthorlzed reprQ$ef'\totlve or the Divlslon of OiL Gas Be Mining.

identification Number

-~--~------/on equot opportunity emplover'

..Associ ",4« b 1 re~-h>t· 0/ )Ai rt1~Q
ntle -J

~.sJ

o p.rn.TIme of service/moiling_.... D o.m

SEE REVERSE
WHrlroOOGM "tWow.oP(RATOR PWKoOiM ~NOY fLE

ce.: B: Il $iJ, h.6,./ Lo.-k~ 'Tr-w.skc...
DC:lGM/CC>1
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. NAR-12-2003 WED 02:01 PH OIL. GAS &MINING FAX NO. BOl 359 3940 P. 04

CESSATION ORDER NO. C D3 ..51 - J-I

Viototion No. 1 of--\-_
Naturv 0' condition. PfQctlce or Violation

Proll1$lons 01 oct. reQulct~nsor perMIt violated

_. LA e-4 '-/0 - ID - /..'S:
R b~5 - -3c>' - BlfO ~ 5;:J.O

Ch~riatebox
~CQndition, oractice or violation i, creating en imminent donger to health or sofe1Y of the public.

r~ Permittee/Operotor i'/hos been conducting mining QctMties without a permit.
L' Condltton. practice Of vlolotlOl"l Is cou5lng Qr can reasonoblv be expected to couse slgnltieant. Imminent·

environmental harm to IQI"ld. oir 0( WQtet re5OUfC8$. .
n Permittee or Operata hos foiled to abate Violation(s) No._._lnduded In Notice of Viglation

No. N •. _ within time for abatement originally fiXed or 5Ubleqvent1Y extended

OpefQtion(s) to be ceOsed immedigtelv

C ep:>e ,C?e.1 e«Ja;.(,,1x9n. .I)..nJ =-!eAdS lJo,-4-·,"'3----
~:=\hiY'e ,.t)C -::£ca a>_.---::ihA _

wh·,:k, QQ~-/-IJJh,s~ (rec:.."- .m',(\.g. s..i.±:L.•. _

WHI~-OOGM VLL~OW-OSM P1NK-PERMrrltE/OfIERAlOA OOl.DkNROP-NOV ALoE

---------./on eqUOI opJ)OI'tunlty emplOVet H.
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.- MAR-12-2003 WED 02:00 PM OIL, GAS &MINING FAX NO. 801 359 3940. P. 03

IMPORTANT - READ CAREFULLY

1. PENAl.na.
a. PropoleeJ osseum.... The Bocud of 011. GQi
&. MJnil'\Q osseues ftnes based upon Q prOpo&etJ
oss...ment recommended r:Ji an assessment
omcer. VOAJ mav submit wrlrten Intamotlon
pertaining to violationCs) c;gvered bv fhi. order
within 15 dOVt of the dote this notice or order IS
served on you Of your agent. information will be
used b{ the QS.$8Ssment officer in d8t8rmining focta
surTQUnding the 'Violation(&) ond amount a
penatty. A representatwe or the Di'vlS1on of 011. Gos
&. Mjnlng whlserve tne ptoposed ClS.5essrnent on
you f:# yOur ogent within 30 days or issuonce of
notice 01 order.

b. ASlGnment. The penalty Will be tinOllzed
unleM you or your ogent 11le 0 written request
within 15 dotS at receIpt of proposed 05wssment
for gn informol hearing b8toI'& 'he o.uessment
OffiCer.

For eoch violotlon Included In ttolis nortce. a penotly
of up to $6.000 may be assessed tor each separate
dOl the viotatlon con1inu8$.

11 you fott to abate any violations within the time
,et fof obOtement or for meeting any interim step.
you will be 08leoaed 0 minimum penalTY Of $760 for
each dey of continuing vlOlotlon beyond the time
set fOr aootement. You wlJl be Issued a Cesso11on
Order rliJquiring you to C8C1i1IU~ cool mining
operatioN or the portion or tM~Ionsrelevant
to thA vinlnt""l"\

reqU1r~~tlonof mlnlng. Please IsvlewfNs
tincing god Inform thQ authorized rapesentatlve r
you dI&ogree with It. (See utah Admin. R. 645-4m-SSO
etseq.)

It this notice requires ¢e$$OtiOn of mining. it win
expire within 30 dOVl from date YOU are nottrJ8d
unl.. on I"formal public heOlIng IS neld or waived.
or the condition. ~cdlce 01 ""eletion iJ abcr.9d
within ttw 3G-dgy period You will be notified of
dote. time and locotlon of hearing:

3. FORMAl REVIEW AND TEMPORARY ReLIEF.
You moy opply tor review of this notice or as.-=ess­
ment before the Board of Oil. Gos .. Mining~
6ubmitting an applicatIOn fOr hearing within 30
days or recelJ'1 or notice Of assessment by you or
your agent. Apply to;

Secretary
Bocrd of 01~ Gas &. Mining
3 Tried Center. Sui1e 350
Satt Lake CiTY, UT 841~1203

It opplying for Q fonnat board hearing, you may
It.bmtt WIth your pennon '01' review Q leQuest fa
temporary reKet from this notice. Procedufee ror
obtaIning a formal board hearing ere eontak'MKi In
the board'5Rulfi of PfoeTlee ond Procedure and n
utah Admin. R. 64~O 1-800 et seq.

4. EffeCT ON PfRMIT.
The permit may be luspended or revoked It tt Is
datarmlned thot 10 oottAm rI \At'\IntlnM ,.., th",~t •
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Apr 25 2003 3:05PM BLUE RIDGE SERVICES LLC 2?S 628 6??9 p.l

, r~/~

m:C?AJ

SCOTT KISCADEN (AI.~~ dv
'S>U\A-frJ~

18073 North Fork River Road
~

Abingdon. Virginia 2421~~
cL/Do7~d)

2766281485
276 628 6779 fax

4/25/03
Lowell Braxton! Mary Anne Wright

Re: recla mation load out 6ite.

Good day, per our conversation I propose that in return for
releasing the funds e6crowed per our agreement at the
Whisky Creek site, Blue Ridge will start the reclamation
proce66 at the Valcam loadout.. The scope of this work
shall include.
Removal of
10,000 gal water head tank
Scale house
Mine office
Salt shed
Truck shop
Bathhouse

i

10,000 gal dfe6el tank
3,000 gal gas tank
Spill protection

APR 252003
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Apr 25 2003 3:06PM BLUE RIDGE SERVICES LLC 2?6 628 6??9 p.2

Oil shed

Mime 5hop

Mine substation
PO't/er service to shops and offices
Guardrail from oil shed t mine shed
8,000 gal freeze proofing tank
Road to mine shop
Road to truck shop
Parking lot. at truck shop.

This will complete the demolition and road removal on the
lower half of t.he permitted area associated with the
loadout permIt. As we are on site with equipment and
people we would like to do this work now. It will save a
future mobilizat.ion cost and begin the proce66 of
reri;laiming the site most visitJle to the public road.
I have spoken to Frontier and to the Trustee and they

both are supportive. This will cost the Trustee and Frontier
nothing and will allow the funds that Frontier may make
available to be used '''in the dirt" at the balance of the
sites that need to be reclaimed.
If "this is agreeable with your Organization plea6e
acknowledge this a send a coPy back to me.
WRT the balance of the reclamation project, I have had a
good conversation with Bill Gorton and we would both like
to meet with you as soon as schedules allow to discuss



•
Npr ~~ ~U03 3: OSPN BLUE RIDGE SERVICES LlC 276 628 6779 ~.~3,__

the best use of the funding that Frontier may make
av~ilable. I wilJ come prepared to discuss C06t associated
wj~h each location and phase of the project so that you
can decide where you would like the fund6 spent. I have told
Frontier that time is important as this work needs to
start now 60 that it can be done before the next winter.
Thank you for your~e on these matters.

Scott Kiscaden /r- r=-.--....
Agreed Division of Oil ~ Gas and Mining
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June 12, 2003

John A. Madison, CPA
Escrow Agent
Riverpine Services, Inc.
P.O. Box 1916
Mechanicsville, Virginia 23116

Re: Authorization to Release Funds, Blue Ridge Services, White Oak Mine Loadout.
C/007/001, and Carbon County, Utah

Dear Mr. Madison:

This letter is sent to authorize the release of the reclamation funds being held in escrow
by Zions Bank as reclamation surety for the White Oak Mine, on behalf of the Division of Oil,
Gas and Mining. The Division entered into a "Stipulation to Terminate Cessation Order Issued
by the State of Utah against Blue Ridge Services, LLC (BRS) and Stipulation to Partially
Terminate Cessation Order Issued by the State of Utah against the Debtor/Lodestar Energy, Inc."
(Stipulation), March 18, 2003, with Blue Ridge Services LLC, and Frontier Insurance Company
in Rehabilitation. As a part of the Stipulation, reclamation funds were paid to a Zions Bank
Escrow Account No. 002994648.

Under agreed term, 6.e. of the Stipulation, the Division, BRS, and Frontier, on
May 15,2003, entered into an "Agreement for the Partial Release of the Reclamation Fund"
(Agreement) to reclaim part of the White Oak (Va1cam) loadout. The partial escrow amount of
$106,848.60 was agreed upon to reimburse BRS for performing reclamation tasks at the Va1cam
site.

BRS has now completed the agreed upon reclamation of the Valcam site and has formally
requested release of $106,848.60 of the escrow funds, according to the Stipulation and the
Agreement. Please make the effective date of this transaction occur as soon as possible. Please
forward the check for the herin identified amount to BRS to the attention of:

Mr. Scott Kiscaden
Blue Ridge Services, LLC
18073 North Fork River Road
Abingdon, Virginia 24210



Page 2
John A. Madison, CPA
June 12,2003

Thank you for your assistance in this matter. If you have questions, or if we need to also
address a letter to Zions Bank to make this authorization, please contact Mary Ann Wright at
801-538-5306 or maryannwright@utah.gov.

Sincerely,

/s/

Lowell P. Braxton
Director

vs
cc: Steve Alder, AAG

Bill Gorton, for Frontier
Bruce Cryder for the trustee, Lodestar
Carl Roberts, DOGM
Zions Bank - Escrow Accounts
Price Field Office

P:\GROUPS\COAL\WP\007001.WO\Bankruptcy\Bond. RelDOC.DOC



AGREEMENT
For the

PARTIAL RELEASE ofthe RECLAMATION FUND

UTAH DIVISION OF OIL, GAS & MINING ( DIVISION), BLUE RIDGE
SERVICES, LLC (BLUE RIDGE); AND FRONTIER INSURANCE COMPANYIN
REHABILITATION (FRONTIER) through their respective counsel ofrecord HEREBY
STIPULATE AND AGREE asf()llows:

BACKGROUND RECITALS:

1. On March 19,2003, a "Stipulation to Terminate Cessation Order Issued by the State
of Utah against Blue Ridge Services, LLC and Stipulation to Partially Terminate Cessation Order
issued by the State of Utah against Blue Ridge Services, LLC" (Stipulation) was approved by the
U.S. Bankruptcy Court for the Eastern District of Kentucky for the White Oak Mine (Site),
C1007/001, located in Carbon County, Utah.

2. Pursuant to the Stipulation, the Division has partially terminated the Cessation Order
against Lodestar so as to permit Blue Ridge to proceed with the removal and sale of certain
identified and uncovered coal in the White Oak pit, and other stockpiled coal located at the
White Oak Load-out, but otherwise the Cessation Order remains in full force and effect so as to
preclude any other mining operations at the White Oak Mine.

3. Blue Ridge Services has pursuant to the Stipulation paid into a Reclamation Fund an
amount per ton of coal, based on the amount ofcoal shipped from the White Oak Mine and
Load-out facility at certain rates as established in the terms of the Stipulation. (See Stipulation
attached as Exhibit A.) An amount of $106,848.60 has, as of April 30, 2003, been disbursed to
the escrow account (Reclamation Fund) established in accordance with the Stipulation and
Order.

4. Blue Ridge has made a proposal to the Division that would provide that in
consideration for payment of the sum of $106,848.60 paid from the Reclamation Fund, Blue
Ridge would remove structures and reclaim certain identified lands and facilities that are a
portion of the mine permit area known as the Load-out for the White Oak mine.

5. The Division and Frontier believe that the Blue Ridge proposal will materially further
and advance reclamation of the White Oak mine in accordance with the approved mining and
reclamation plan and is in the best interests of the Division and Frontier.

6. The parties desire to modify the Cessation Order and Stipulation as necessary to allow
Blue Ridge to proceed with reclamation of portions of the Load Out for the White Oak Mine and
to set forth the terms and conditions for the reclamation work and for payment of Blue Ridge for
that work from the Reclamation Fund.



NOW THEREFORE, the above parties hereby agree to modify the STIPULATION TO
TERMINATE CESSATION ORDER ISSUED BY THE STATE OF UTAH AGAINST BLUE
RIDGE SERVICES, LLC AND STIPULATION TO PARTIALLY TERMINATE
CESSATION ORDER ISSUED BY THE STATE OF UTAH AGAINSTBLUE RIDGE
SERVICES, LLC (STIPULATION), and to providefor terms and conditionsfor thefurther
partial termination ofthe cessation order andfor additionalpartial reclamation ofthe White
Oak Mine according to the following terms and conditions.

TERMS OF AGREEMENT:

1. The Division shall partially terminate the Cessation Order to permit Blue Ridge
Services, LLC to proceed with the reclamation work provided for herein, and
providing that it shall otherwise continue in full force and effect.

2. Frontier, and the Division agree that the sum of $106,848.60 shall be released and
paid from the Reclamation Fund to Blue Ridge as full payment for the partial
reclamation work to be performed at the White Oak Load-out as described. Payment
shall be made in accordance with the schedule ofpayments set forth herein.

3. Blue Ridge Services agrees to perform the reclamation work at the White Oak Load­
out in accordance with all requirements of the mining and reclamation plan. The
work shall be performed in a professional manner according to the standards for
prudent operations as established by local, state and federal agencies with regulatory
authority over the activities including compliance with all regulations pertaining to
occupational health and safety, air and water quality, hazardous waste disposal, and
shall protect the environment during demolition and reclamation in accordance with
the regulations of SMCRA and the Division. Blue Ridge will obtain all necessary
permits for said work.

4. The work to be performed by Blue Ridge under this agreement shall include the total
structure removal, demolition, burial, grading, roughening and seeding of
approximately an 18 acre area, as set out in more detail in the mining and reclamation
plan. The portion of the Load-out to be reclaimed and revegetated shall include the
buildings and areas listed below and as shown on the map as Exhibit B:

Valcam Well House (S-I)
Storage Shed (S-la)
Storage Shed (S-1 b)
Valcam Shop (and Floor) (8-2)
Valcam Shop Substation (S-3)
Valcam Bathhouse/Office (8-4)
Truck Shop (and Floor) (S-5)
8alt Shed (S-6)
Oil Storage Shed (S-7)
10,000 Gallon Water Head Tank (S-8)
Truck Scale House (also Mechanism and Pit) (S-9)
10,0000 Gallon Diesel Tank



( page three - list continued)

3,000 Gallon Gas Tank (Already Done)
Spill Protection (Gasoline Tank)
Spill Protection (Diesel Tank)
Underground Tank
Power Service to Shops and Offices
Transformers
Guardrail from Oil Shed to Mine Shed
Road to Mine Shop
Road to Truck Shop
Parking Lot at Truck Shop
Concrete Barrier Blocks
Salt Pile
Underground Conduits
Feeders in Yard (portable)
Junkyard Above Rail Line
Pond 00 la - (construct a wetland, i.e. do not completely fill)
Backfill and Grade (approx. 18 Acres)
Pock (approx. 18 Acres)
Seeding (same as above)

5. The above described work does not include the obligations for hand set shrubs and
trees as listed as part of the reclamations plan. The obligation to provide~ such hand
set shrubs and trees shall continue to be part of the reclamation plan together with the
obligation for revegetation success required by the reclamation plan and regulations
of the Division. These obligations shall continue as part of the mining and
reclamation plan and continue as obligations of the permittee and subject to the
guaranty of Frontier as surety for the reclamation of the mine.

6. The Division and Frontier shall authorize release and payment to Blue Ridge kthe
sum of $2~ !JOO ,upon execution and approval by the Trustee of this
Stipulation, lrid the sum of$SB BttB.(p upon inspection and approval of the
removal of all structures; and a flnal payment shall be made of $.28 uOO upon LJ!3
inspection and approval of the final grading and seeding. 'l

7. Frontier and Division relinquish all assign to Blue Ridge all claims to the above
described property, and Blue Ridge shall do whatever may be necessary to obtain the
release of the Trustee to the debtor to all claims of ownership or value of the property.



...

8. Except as expressly modified by this Agreement, the Stipulation and the Cessation
Order shall remain in effect and be binding all the parties thereto without change.

Agreed to this~ day of....L.M:....:....:....A---!'f , 2003.

BLUErflDGE SERVICES, LLC

"""s /K-. dLp-.-.-I--=--~ en, nnclpa

Taxpayer ID #: :ZJ/ 'c b b / 7

FRONTIER INSURANCE CO.

William T. Gorton III

G:\SALDER\DOGM\lodestar\RECLAM-l.DOC

DIVISION OF OIL GAS AND MINING

Lowell P. Braxton, Director
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From:
To:
Date:
Subject:

Mary Ann Wright
Daron Haddock
5/29/03 9:00AM
Re: White Oak Confab Thursday

Daron - thank you.
AND THE BOND FILE.

Please ensure that a copy of this email goes to the file
Thank you.

»> Daron Haddock OS/28/03 04:28PM »>
I finally was able to track down the land-owner of the Val Cam loadout. The
land owner is George Liodakis and he lives in Salt Lake City (phone #
597-6204). He received title to the property in 1992 from his mother Koula
Marakis who lives in Price (phone # 435-637-3347).
George had just been to the property this morning and had discussed the
reclamation with Tod Kiscaden. He is wanting to leave the North pond (001)
and also the well in place for his use. He also discussed leaving part of the
silo or truck dump? I guess it is a concrete structure that has 3 openings in
the top that could easily be covered and converted into a garage or barn. It
would also need a door and some basic clean up. He was also interested in
having power left in place (probably a small transformer). I think that is
pretty much it. He wanted everything else cleaned up. It is my understanding
that Tod Kiscaden is writing up a letter for his (Liodakis') signature that
will spell out what his desires are for the property. He would then send the
letter to us. Once that is in place, he was interested in having a meeting
on-site to make sure everyone was on the same page. That's about it.

»> Mary Ann Wright OS/28/03 08:40AM »>
Daron - Can you please make it a prioity to talk with the landowner today on
the pond at the WO loadout? Thanks!

»> Daron Haddock OS/28/03 07:44AM »>
1:00 PM on Thursday works for me.

»> Mary Ann Wright OS/27/03 04:10PM »>
I propose getting together at 1pm on Thursday to go over status on
- compliance
- reclamation
-AVS listings
- legal plans/strategy
- Bill Gorton's visit/Frontier's plans
- whereabouts of signed agreement
- comunication with the trustee
etc.
We can tie Steve Demczak in by phone, if reasonable to do, so or fill him in
later. We may not need everyone the whole time. We will try for Conf A.
Would like Pam, Daron, Steve Alder there for sure.

cc: Pam Grubaugh-Littig; Steve Demczak; Vickie Southwick



FIELD WORK AUTHORIZATION0032

.I!! -{L'((,' It1v7/t:., (jct
(,..,.., STATE OF UTAH l' i. .1.1 A . __ A~_'I/I'
~ ,.NATURAl RESOURCES ,'-' t(,/Q:1 TY--rv

-~ Division of Olf, Gas &Mining 1'":7('
~ Iv l""J(,V.-

1594 W_N_o_rt_h_Te_m_p_le_,S_te_12_10_'PO_B_o_X_14_S_80_1_'_SO_'_tL_O_ke_C_ity_,_UT_8_4_1_14_-S_8_0_1'_(_80_1_)53_8-_53_40 "__J?\ i

iv~t

~tfl7 de).!.
~ I IC

rization no, __!1__~ _

Use this form to authorize work changes 1) up to $500 if current contract price is less than $5,000 and 2) up to
10 percent or $10,000 if current contract price is more than $5,000, Field authorized changes in contract price or
completion time must be followed by a formal Change Order.

con~acta~~~~~~~~~~~~~~-~-_~~~~~~·~~.con~actna~~---~~~-~_~
Representative__~~!lLJIi-\-_../!_.:s.::::~~~.dL...tV.Y-~-----,~_y__-4----4:__-~-----_----

You are requested to comply with the following changes in contract plans and specifications.

Item No. Description of Changes Increase/Decrease

):> C' ~ f'e.Le~

__0 L ;:t.;.l a-tLttt+;--/ f'~)
c~1?d '11- fl'"'M..l~L

-- C) -

Net change in contract price: $ -_-_-=0==---_-__ Net change in contract time: days

Approved by Owner representativ

This document shall be attached to and become an amendment to the contract, and all contract provisions will
apply hereto.

~~~~---.:...-v_ Date ~/Q?I?tR
I

Approved by Contractor ~,;c-_.:::..-_-~--'--~--~ff---ihftlljl5_~...___--Date C; 1l~/2~c~
t=-\f2- v:- ~ k~ •

WHITE -- AMR File CANARY - Contractor PINK - Project Manager

Printed with vegetable-based in\(. an equal opportunity employer Rev. 2/99



.00'47LAWRENCE D. BUHLER & ASSOCIATES

ATTORNEYS AT LAW
P.O. BOX 537
SALT LAKE CITY, UTAH 84110
TEL: 801-699-2126
FAX: 801-355-8992

~\-. cli\i\,"",-

June 5, 2003
VIA FAX: (801) 359 3940

MARY ANN WRIGHT
ASSOCIATE DIRECTOR
DIVISION OF OIL, GAS AND MINING
STATE OF UTAH
PO BOX 145801
SALT LAKE CITY UTAH 84114

Re: Permit Number: ACT/007/001
Permitee: Lodestar Energy, Inc.
Claimants: George and Helen Liodakis
Frontier Bond No.: 143715

Dear Ms. Wright:

As you know, I represent George and Helen Liodakis (the Liodakises)
regarding their property leased by Lodestar Mining for its coal mine
operations.

Let this confirm that the Liodakises desire to have their entire
property reclaimed as a result of the shutdown of the mine. The
Liodakises decline at this time to have any mining facilities left
behind on their property.

The Liodakises have various claims against the mine operators,
including claims for damages to their property interests. No one
other than I, as their attorney, is authorized to speak for the
Liodakises regarding their rights or desires, and the Liodakises.
The Liodakises hereby reserve all rights available to them under
state and federal law or regulation, under all contracts and
agreements, under all insurance policies and surety bonds and with
regard to any and all claims available to them against any party. The
Liodakises specifically do not waive any right or rights which they
have or will have. The Liodakises hereby request that the state of
Utah, all other governmental agencies and all persons or entities
notify them and me, as their attorney, regarding any and all activity
or actions affecting their interests with regard to their property.
The Liodakises request that the state of Utah and all state and
federal agencies assist them in recovering their property and
reclaiming it to avoid any unnecessary risk, harm, cost, injury or
damage.

The Liodakises will consider reasonable offers of compromise (e.g"
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from the permittee or its surety Frontier) in order to assist them in
reducing costs while mitigating damages that the Liodakises have
suffered. Although I have a partial copy, please provide me a full
copy of the Reclamation Agreement and other relevant documents.

I understand that the representatives of the bond issuer, Frontier
Insurance Company, and the state of Utah will meet soon to discuss
claims against the bond and reclamation of the Liodakises' property.
I request, on behalf of the Liodakises, that I be allowed to
participate in discussions with Frontier in order to assist the
parties in resolving claims under the bond.

I thank you and the other representatives of the state of Utah in
assisting the Liodakises in protecting their interests as you protect
the public interest. Please call me if you have any questions or
comments, and I look forward to hearing JX'Qm you. __ "_"~".,~ ._

Very truly yours,

Lawrence D. Buhler

BY SIGNING BELOW, GEORGE AND HELEN LIODAKIS ACKNOWLEDGE AND AGREE TO
THE STATEMENTS IN THIS LETTER.

George Liodakis

Helen Liodakis

2
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FAX NO. 181211798121619 Sep. 3121 2003 07:00PM P2

LODESTAR ENERGYt INC. BANKRUPTCY ESTATE
252S Harrodsburg Road, Suite 235, Lexington, KY 40504

September~2003

Mr. Mark Wayment
Manager
Whiskey Creek Mining Servicest LLC
HC35 Box 370
Helper, Utah 84526

Dear Mr. Wayment:

This letter shall serve as a Salvage and R.ec1amation Agreem~ between Whiskey Creek
Mining Services, LLC ("Mining Services") and Lodestar Bnecgy, Inc. Bankruptcy Estate
("Lodestar") to perform salvage and reclamation services at the WhiSkey Creek White Oak:
Load-out. Mining Services represents they have met with the State ofUtah, Division ofOil, Gas
and Mining ("Division''), on site, to discuss necessary field actiYities'to bring the Whiskey Creek
mine preparation plant, unit train load--out and truck load-out area into compliance and to satisfy
the Division regarding adequate reclamation. You have informed me that Mining Services will
perform the necesuty field activities and assume the reclamation llabili1ies for the affected areas
to the satisfaction oftheDivision field inspectors for the salvage value of the remnants and scrap
materials at the Whiskey Creek: Surface Mine , the preparation plant, unit train load-out 811d truck
load-out areas.

The scope ofwork necessary to satisfy the"Division inspectors includes:
mobilization/demobilization; total removal of all conveyors, stackout'tu~ transfer toweJ:S.
preparation plant and unit tmin storage silo including stIuctures and foundations; removal of
railroad tracks and ties; burial ofsolid materials ifappropriate; backfilling :final grading;
roughening arid seeding ofthe areas disturbed dming salvage activities. Solid material may be
buried on site to the satisfaction ofrb.e Division inspector~at a depth of five feet below plow
level but concrete material shall be blasted or broken before burial. No liquids, liquid filled
equipment or similar material may be disposed ofOD site. Following backfilling. final grading
shall consist ofplacing approximately eight inches oftopsoil on the affected area such that site
drainage is maintained. The distmbed areas shall be scarified (pocked) and seeded with the seed.
mix in Exhibit 1.

Mining Services agrees to perform. the demolition/salvage and reclamation work at the
site in a professional manner according to standaJds for prudent operations as established by
local. state and federal agencl~with regulatory authority over the activities including
compliance with all :regulations pertaining to occupational health and safety, air and water
quality, hazardous waste disposal and sha1l protect the environment during demolition and
reclamation in accordance with regulations ofSMCRA and the Division. Mining Services shall
obtain all necessary permits for said work.

CE37;.36352:145805:1:I.BXINGTON
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FAX NO. 18017980619 Sep. 30 2003 07:01PM P3

Please sign below and retmn a copy ofthis letter to me and we will consider this
agreement final. Following receipt ofthe signed agreement I will aut.hori.ze work to begin.

Agreed to this _.....;,I_{,__ day of September
t
2003.

Whiskey Creek Mining Services, LLC

~.
Mark Wayment, gee

-LJ)2Q, _O~
William D. Bishop,Chap~for
Lodestar Energy, Inc.

CE37:363S2:14S80S:1:LEXINGfOJIf
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