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December 28, 2005
TO: Internal File
THRU: Pamela Grubaugh-Littig, Permit Supervisor._%’é
. L
THRU: Mark R. Mesch, AMR Administrator W\

THRU: ﬁDana Dean, Senior Reclamation Hydrologist

THRU: Louis A. Amodt, AMR Senior Reclamation Specialist/Geologis% i

RE: White Oak Loadout Reclamation - White Qak Mine, Forfeited Site.
C/007/0001 )

As part of a stipulation to terminate Cessation Order C03-51-1-1 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
reclamation fund to be used at the loadout facility (see Denise A. Dragoo letter of
4/11/2003). In 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 4/25/03).

Total structure removal, demolition, burial, grading, roughening, and
seeding of approximately 18 acres referred to as the northemn portion of the loadout,
including the following:

¢ Valcam Well House (S-1) ¢ Power Service to Shops and Offices

e Storage Shed (S-1A) ¢ Transformers
e Storage Shed (S-1B) ¢ Guardrail from Oil Shed to Mine
Shed
e Valcam Shop (and Floor) (S-2) ¢ Road to Mine Shop
¢ Valcam Shop Substation (S-3) ¢ Road to Truck Shop
¢ Valcam Bathhouse/Office (S-4) e Parking Lot at Truck Shop
e Truck Shop (and Floor) (S-5) ¢ Concrete Barrier Blocks
e Salt Shed (S-6) o Salt Pile
e Oil Storage Shed (S-7) e Underground Conduits
¢ 10,000 Gallon Water Head Tank (S-8) e Feeders in Yard (portable)
e Truck Scale House (also Mechanism e Junkyard Above Rail Line
and Pit) (S-9)
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White Oak Loadout C/007/0001
December 28, 2005

¢ 10,0000 Gallon Diesel Tank e Pond 001A — (construct a wetland,
i.e. do not completely fill)
¢ 3,000 Gallon Gas Tank (Already Done) e Backfill and Grade (approx. 18

Acres)
e Spill Protection (Gasoline Tank) ¢ Pock (approx. 18 Acres)
o Spill Protection (Diesel Tank) e Seeding (same as above)

e Underground Tank

Blue Ridge completed each of the above tasks as required, except for the
removal of Pond 001A and the funds held in escrow were released (see Lowell P.
Braxton letter of 6/12/2003).

The pond (001A) remained un-reclaimed as a result of a personal
communication with the contractor, in which Mr. Geroge Liodakis, the landowner,
had requested pond (001A) 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 (001A) 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 (001A), 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:

e Removal of vertical portion of culvert C-1-32

e Reclamation of pond 002A by the road to the site (middle pond)

e Re-grading the slope by the highway

e Shaping the corner of pond 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 of railroad tracks from the middle of the site to the south




Page 3

Internal File

White Oak Loadout C/007/0001
December 28, 2005

Pond 001A (farthest north — down canyon) was not reclaimed; only vertical
portions of CMP drains were removed. Access to pond 001A 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 may or
may not have been secured.

cc: Wayne Hedberg

PAGROUPS\AMR\WP\Projects\007Carbon\934 WhiteOak\Construction_ AMR\Construction\pglwhiteoakloadoutreclaim_12_
28.doc




0036
Snell & Wilmer

LLE SALT LAKE CITY, UTAH
LAW OFFICES
15 West South Temple, Suite 1200 PHOENIX, ARIZONA
Gateway Tower West
Salt Lake City, Utah 84101 TUCSON, ARIZONA
(801) 257-1900 '
Fax: (801) 257-1800 TRVINE, CALIFORNIA
© wwwswlaw.com
DENVER, COLORADO
Denise A. Dragoo (801) 257-1998 April 11, 2003 LAS VEGAS, NEVADA
ddragoo@swlaw.com
Via E-Mail and U.S. Mail
Pamela Grubaugh-Littig, Permit Supervisor
Division of Oil, Gas and Mining - -
1594 West North Temple, Suite 1210 o
Salt Lake City, Utah 84114-5801 @7
RE: Reclamation Fund —Agreed Order to Terminate Cessation Ordef C-03-39-¢-1 —~
Blue Ridge Services, LLC, and Partially Terminate C-03-51-1-1 -- Lodestar 4 m
Energy, Inc. [A PFO

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 q 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) R
John Madison (via e-mail) E i
Mark Wayment (via e-mail) CE VE D

APRI#m

2V 0F o Gy VINING

Snell & Wilmer is a member of LEX MUNDL, a leading association of independent law tirms.
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EASTERN DISTRICT OF KENTUCKY SI{/

FILED oL
MAR 19 2003
UNITED STATES BANKRUPTCY COURT © LEXINGT
FOR THE EASTERN DISTRICT OF KENTUCKY AT ER0STON
(LEXINGTON DIVISION) U.8. BANKRUFTCY COURT

INRE CHAPTER 11 PROCEEDING -
CASE NO. 01-50969
LODESTAR ENERGY, INC. CASE NO. 01-50972
LODESTAR HOLDINGS, INC. CASE NO. 03-70015
INDUSTRIAL FUELS MINERALS CO.
(Jointly Administered)
DEBTORS. 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 DEBTOR/LODESTAR ENERGY, INC.
(BLUE RIDGE SERVICES, LLC)

This matter came before the Court on March 13, 2002, upon the MOTION 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
PROPERTIES, 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\245106.4 1




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' 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 APPROVED 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 terms of the Division Stipulation.
7. The parties shall be, and hereby are, authorized and directed, forthwith, to

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

! Any terms used in this Order that are not defined in this Order shall have the same meanings as such terms

are used or defined in the Division Stipulation.
26464 2
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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: MAR 1 9 2003

s oo

HON. JOSEPH M. SCOTT, JR., JUDGE
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.

THE STATE OF UTAH, DEPRA BLUE RIDGE SERVICES, LLC

DIVISION OE 0 - > / .
BY: 72 1803 py. . Hon | u\.\bﬁ'%

DENISE A. DRAGOO, ESQ.

Bunch & Brock Attomeys DAVID E. LETA, ESQ.

P. O. Box 2086 L. EDWIN PAULSON, ESQ., Atty.
Lexington, KY 40588 209 East High Street

(859) 254-5522 Lexington, KY 40507

(859) 253-3333

FRONTI PANY IN REHABILITATION

=

BENNE D
Landrum Shouse

106 West Vine Street, Smte 800
Lexington, KY 40507

(859) 255-2424

26464 3
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UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF KENTUCKY

(LEXINGTON DIVISION)
Inre: : Chapter 11 Proceeding
LODESTAR ENERGY INC,, : Case No. 01-50969
LODESTAR HOLDINGS, INC,, : Case No. 01-50972
INDUSTRIAL FUELS MINERALS, CO. : Case No. 03-70015
Debtors. : (Jointly Administered)

LA R B R R EEEEEEEEEEEEEREE R R E R ERERZENEERY

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.

AR B R SR EEEEEEEXEREEEE R ERE S EEAEREEREENRXR

EASTERN DISTRICT OF KENTUCKY

FILED

AT O'CLOCK & MIN__ M
MAR 19 2007

AT LEXINGTON
LS. BANKRUPT Y SO

2447591
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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 (* Frontier) 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 terminated and/or partially terminated, 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

1. 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 “Trustee 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 ATTACH 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 1.

S. On March 12, 2003, the Division issued Cessation Order No. C-03-51-1-1 to Debtor
(“Debtor CO”), regarding underground operations at the White Oak Mine and surface operations at
the Whiskey Creek Mine, both of which 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 3
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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 of the Debtor CO

is attached hereto as Exhibit 2.

AGREED TERMS OF THE D]ViSION STIPULATION

6. At the request of Blue Ridge to load, haul and transport the above-described coal, the
Division has agreed to terminate 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 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. Blue Ridge’s authority to operate as the Debtor’s contractor under Permit No.
C/007/001 shall terminate on June 1, 2003. After June 1, 2003, Blue Ridge shall not have
authorization under Permit No. C/007/001 to load, haul or transport any coal as described above,
except as expressly authorized in writing by the Division, which authorization may be withheld atits

sole discretion.

(b) Blue Ridge shall establish an interest-bearing escrow account (‘“Account”) at
Zions Bank (the “Bank”) within the State of Utah 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 loadout facility) by Blue Ridge from

February 13, 2003, through June 1, 2003. Blue Ridge shall, in lieu of the $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 of coal 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 of similar poor quality. (All funds with any
accrued interest that have been deposited into the A ccount 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(f) below.

(c) During the term of this Division Stipulation, Blue Ridge agrees to follow the
terms and conditions of the mining and reclamation permit for the Whiskey Creek Mine, Permit 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 of the 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 of Blue Ridge’s activity as of March 18, 2003 and upon completion of activities, which

shall be no later than June 1, 2003.

244759.1 5
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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 perform such
reclamation under all administrative provisions, statutes and regulations of the State of Utah and the
Division, regarding the Whiskey Creek Mine; or (ii) replacement of the reclamation bond for Permit
No. C/007/001 by a successor operator, which is acceptable to the Division, under al‘l administrative

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

) The Reclamation Fund with accrued interest shall be payable to the Division if
either of the 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 of a 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 of the
thirty (30) day period, a Court of competent jurisdiction has entered an order preventing such

delivery.

(2) The Division shall immediately terminate 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 permit Blue Ridge to perform 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 terms and conditions of this Division Stipulation shall
not affect, change or be deemed to be in violation of any term or condition set forth in Frontier’s
reclamation bonds regarding the Debtor’s mining operations in the State of Utah. Blue Ridge agrees

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

Blue Ridge.

§77/

e~
SO STIPULATED AND AGREED TO on this ’ day of March, 2003.

Bunch & Brock, 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

BLUE RIDGE SERVICES, LLC

| ;/?;QLM PMQM/ .

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 DIVISION AUTHORIZED AGENT FOR
BLUE RIDGE SERVICES
( Y FRONTIER INSURANCE COMPANY
jw IN REHABILITATION
[ BY:
-

ATTORNEY FOR FRONTIER
Landrum & Shouse ITS:
106 West Vine Street
Suite 800 AUTHORIZED AGENT FOR FRONTIER
Lexington, Kentucky 40507 INSURANCE COMPANY IN
(859) 255-2424 REHABILITATION

Email: bbayer@landrumshouse.com

244759.1
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MAR.19,2003 12:@8PM ~ BOND CLAIMS

Email: Matt@BunchLaw.com

AUTHORIZED AGENT FOR DIVISION

FRONTIER INSURANCE COMPANY
IN REHABILITATION

BY:

" BENNETT BAYER, ESQ.
ATTORNEY FOR FRONTIER
Landrum & Shouse
106 West Vine Street
Suite 800
Lexington, Kentucky 40507
(859) 255-2424

Email: bbaver@landrumshouse.com

£44700.1L
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(859) 253-3333
Email: paulsonjrlaw@aol.com

AUTHORIZED AGENT FOR
BLUE RIDGE SERVICES

FRONTIER INSURANCE COMPANY
IN REHABILITATION

BY:
%bm INGTEATOR

AUTHORIZED AGENT FOR FRONTIER
INSURANCE COMPANY IN
REHABILITATION

ITS:
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“'HHR*1.1-2003 TUE 04:43 PM OIL, GAS & MINING FAX NO. 801 358 3840 P. 02/03
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To the following Permities or Opentor: - ?Zdl Kiscadeps
Namm%gdmﬁm‘ STt K
Mlne.Mé%Mmml,. — ¥ surfoce M undergrouna [l Orher

State ~Telephone -—

“ 0] Fee -—- ;!(Mkea

Srote Parmit No.. .

Ownership Category (.) stote 7] fegero!
Dcfeoflnspecﬁon_M/OTn zo05 -~ 9 .
Time of inspaction ol Z‘O %m ] pm to /4' ,3‘0 O aom ﬁp_m

cessation order

Operator Name (other thon Permittes)
Mailing Address

undar outnority of the Utah Coal Mining & Reclamation Act, Saction 40-10+1 et seq.. Ulah Code Annorated, 1963,
the undersigned authaiized representative of the Division of Oll, Gas & MIning has conducted an inspection of
obove mine on above date and has feund that a Cessatlon Order must be issued with respect 1o each of the condl-

tions. practices or viclations listed in the attechment(s). This ordsr constitutes a separate Cessation Order for each
condition, practice or violation listed.

In accordance with Section 40-10-22. Woh Code Annolated,you are orderad to cease immediaiely the operations
descritied in the affochment(s) and 1o perform the offiimative obligations described in the attachment(s) within
the aesignated time for abatement. Reciamation oparations not directly the subject of this order shall continue
whil@ this order is in eftect. You are responsible tor doing all work in @ gafe and workmaniike maonner.

The undersigned fepresentative finds thet this order does X does not [ reaulire cessation of mining expressly of In
practical effect. For this purpose, “mining” means extrocting coal fidm the earth of © waste plle. and transporting it

within or from the mine sire.

This order shall remain In effect until it expires 6s provided on reverse side of this form, or is modified, terminated or
voccited by written notice of on authorized representative of the Division of Oil, Gas & Mining.

' v/
Dote of service/mailing %M- /1 4. 3 Time orsefvlce/moilingz."_?zz_p_‘:l om Upm

owan s K
s

len.) Y |2ggg§2-4k ; ‘m.af v°

Division of Oil, Gos & Mining representative Title
## 39
ignhatdre Identification Number
SEE REVERSE SIDE -
WHIE-DOGM  YELLOW-OSM  PINK-PERMITTEE/OPERATOR  GOLDENROD-NOV HLE
DOBMATIO an equal oppartunity emplayer 11/85
S ]




ARUNE
¢ 44’ &VUV 11 . DL I'AA OVLILIIL0UV DINDLL 6 WA LMER (T3]

“MeR-11-2003 TUE 04:43 PH OIL, GAS & HINING FAX NO. 801 358 3040 P, 03/03

VIAH -
k NATURAL RESOURCES 2
@m’&-‘t‘w‘m "Wﬂ-—‘Z of .

CESSATION ORDER NO. C_03-37-1-(

vioiationNe. ___/_et_ .L.
Nature of condition. practice or viciation
Mﬁa&mma . -

—

Provisions of oct, reguiations or permit violated

HUCR SOy
eSS~ 3nl~too

Check appropfiote box

M Condition, practice o violation is creating on imminent danger to health o satety of the public.

¥ Permittee/Operatoer Is/has been conducting mining activities without @ permit.

71 Conaition. practice or violation ls causing or can reasonably be expected to cause significant, imminent
envirenmentol harm 1o land, ar or water resources.

L.} Permittee or Operctor nos falied 10 abate Violation(s) Na. Included in Notice of Violation
No. N - within time for abatement originaily fixed or subsequently extended.

Operation(s) 1o be ceosed immediciely

Affirmative obligation(s) ond abatemen! Hme (it opplicabls)
z. 5 ﬁ v ” -
Mﬂ.ﬂx&@? 7&\14@4&.—.

WHITE-DOGM  ILLOW-OSM  PINK-PERMINLE/OFERATOR  GOLDENROO-NOV FILE

DOGM/CO ? Gn 8Qual OppOTuUnity employer 14/8%
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r STATE OF UTAH
NATURAL RESOURCES
g Division of Oll, & Mining o
3 Triod Center  Suite 350 + Sait Loke City. UT 82180-1203 » 801-538-5340 o Page 10!
NO.COR -5~ 1—-]
| - To the foliowing Permittoe er Operator:
D nome ey G,
.2 Mine_Wh ! isk k_ Hsutece B Underground 0 other
O conmy e _Mdaln__ ___ Telephone Y48 - QY20
£ Maiing Address P X
O seramitrno_ G /02 / ool
L ]
"6 Ownership Categoty O state O rederal 3 ree B Mxed
3 Date of inspection. 19
Q Tmeo inspection Oem Opmio Clam Opm
QO Operatar Name (cther than Parmittee)
Molling Address
Under authority of the Utah Coal Mining & Reclamation Act, Section 40-10-1 et seq., Uhah Code Annoiated, 1953,
the underigned authorized representative of the Division of Oil, Gas & Mining has conducted an Inspection of
above mine on above date and has found that a Cessation Order must bs Issued with respect 10 each of the congii-
tions, practices of viclations listed in the attachment(s). This order constitutes a separate Cessation Ordex for each
condition, proctice or violation listed.
In accordance with Section 40-10-22 Uiah Cote Annofated, you are ordered to ceose Immadiately the operctions
described in the atachmant(s) and to parterm the offirmative obligetions described In the attachment(s) within
the designated Yime for abatement. Reclomation operations not directly the subject of this order shalt continue
while this orgier Is In effect. You are responsible for doing ali work In @ safe ond workmaniike manner.
The undersignad representative finas that this order does £ does not () requlire cessation of mining expresstly o in
proctical effect. For this purpose. “mining™ means extracting coal fiom the earth or o watte plie. and fronsporting t
within of from the mine site.
Thls order shall remain in affect until It exples as provided on reverse sids of this torm, of Is modified, terminated or
vacated by wiitten notice of an authorized representative of the Division ot Qil. Gas & Mining,
Date of senvice/moliing r o IO " Time of sevice/malling— D am O pm
Mark W éé&b?‘d
Perrittoa/Operator 1 antative The
Ma led
Signature
_Aﬁﬁgd ade Directr sf Minin
Ttle 5
M 5|
Sigriature ; ) T~ O ] Identification Nurnber
$EE REVERSE o
WHIE-DOGM YELOW-OPERATOR PIVKOSM GOADENROD-NOV FRE /
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CESSATION ORDER NO, CL03-5]~)~|

vietation No—d_ot_{

Nature of condition, practice or vickation

Provisions of act. reguiations o pesmit viclated

_UC A HO- /Oy
R byds — A — BYO .20

LN -

—

Cheglr-appropriate tbox
Ceondition, pbractice or viclation is creating an imminant danger te heaith or sofety of the pubilic,
[ Permittee/Operator is/hos been conducting mining activities without a permit. _
I_} Condition. practice or violation Is causing or can reasonably be expected to cause significant. imminent
environmental harm to \and, air or water resources. neluded In Noties of Vislation
4 Vioiation(s) No.._..a—1
i 5%'":1" e o-? °'.°_'°'w'a?ﬁ?n' glrlgg ftgr mZm?n?’o?%n)o«y fixect or subtequentty extendad.

Operation(s) 10 be ceosed immediately

Animative obligation(s) ond abatement time (Iif applicabile)
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IMPORTANY — READ CAREFULLY

4. PENALIJIES.

a.  Propoisd assessmend. The Board of Oll, Gas
& MIning ossessas fines bosed Upon o piopotad
assessment recommended by an assessment
ofticer. You may submit written infarmation
pertaining to violation(s) covered by this order
within 15 doys of the ciate this notice or order Is
served on you o your agent. Information will be
used by the assassment officer in determining facts
sunounding the viclation(s) and emount of
pendity. A ieprasentative of the Division of Oll. Gas
& Mining wihl sarve the proposed assessment on
you & your agent within 30 days of issuance of
notice or order,

b Assassment. The penalty will be tinallzed
unless you of your agent file & written request
within 15 doys of receipt of proposed ossessment
for @n informal hearing bafors tha cssessment
officer.

For @och violation Included in 1Ns potice. a penalty
of up 1o $6,000 Moy be assessed for soch separate
day the violation contirues

it you toll 1o abate any violations within the time
set for abatemert or far meeting any interdim step.
you will be assessed o minimum penaity of $750 for
each day of continuing violation beyond the time
set for abotemant. You will be ksued o Cessation
Ordler requiring you 1o cense surfoce coal mining
operations of the portion of the operations relevant
10 tha vinlntinn

requies cessation of mining. Plecse teview this
finding and iInform the authorizad representaiive i
wudk;:sgree%lt.(Ser!ohAdudn.R. 645-400-350
ot soq.

it this notice requires cessation of mining, it will
axpire within 30 days fiom date you are notified
uniess an Informal public heanng is helg or walved,
or the condition, practice or violation is abarad
within the 30-day period You will ba natified of
date. time and location of hearing.

3. FORMAL REVIEW AND TEMPORARY RELIEF.
You may apply 1or teview of this notice or assess-
ment before the Board of Oil. Gos & MIning by
submitting an appilication 1or hearing within 30
days of recelpt of notice or assessment by you or
your agsnt. Apply to:

Sacretary

Board of Qll, Gos & Mining

3 Triad Center. Suite 350

Salt Lake Cify, UT 84180-1203

It applying for o formal board hearing, You may
submit with your pefition for review a request for
temporary telief from this notice. Procedures for
obtalning a formal board hearing are contained in
the board’s Rules of Praetice and Procedure ond in
Utah Aamin. R. 645~401-800 ot seq.

4. EFFECT ON PERMIT.
The permit may be suspended or revoked I it is
dstarmined that o oattam of vinintinne Af tha nnt. °

W Uvo

P. 03
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on T D/ P

SCOTT KISCADEN (it

18073 North Fork River Roaad/gw

Abingdon, Virginia 24210 (2 -
| ¢/oo7/

00/

276 ©28 1485
276 625 6779 fax

4/25/03

Lowell Braxton/ Mary Anne Wright

Re: reclamation load out site.

Good day, per our conversation | propose that in return for
releasing the funds escrowed per our agreement at the
Whisky Creek site, Blue Ridge will start the reclamation
process 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

10,000 gal diesel tank

3,000 gal gas tank

Spill protection

HzCEIVED

APR 25 2003

G GELGAS & HANHG
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Oil shed

Mine shop

Mine substation

Power 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 the 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 mobilization cost and begin the process of
reclaiming the site most visible to the public road.

| 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 please
acknowledge this a send a copy back to me.

WRT the balance of the reclamation project, | have had a
good conversation with Bill Gorton and we would both like
to meet with you as soon as schedules allow to discuss




L]
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the best use of the funding that Frontier may make
available. | will come prepared to discuss cost associated
with each location and phase of the project so that you
can decide where you would like the funds spent. | have told
Frontier that time is important as this work needs to
start now so that it can be done before the next winter.

Thank you for your time on these matters.
Scott Kiscaden A[’/\_

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 (Valcam) loadout. The partial escrow amount of
$106,848.60 was agreed upon to reimburse BRS for performing reclamation tasks at the Valcam
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
PAGROUPS\COAL\WP\007001. WO\Bankruptcy\Bond. ReIDOC.DOC



AGREEMENT
For the
PARTIAL RELEASE of the RECLAMATION FUND

UTAH DIVISION OF OIL, GAS & MINING ( DIVISION), BLUE RIDGE
SERVICES, LLC (BLUE RIDGE); AND FRONTIER INSURANCE COMPANY IN
REHABILITATION (FRONTIER) through their respective counsel of record HEREBY
STIPULATE AND AGREE as follows:

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),
C/007/001, 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 of coal 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 AGAINST BLUE RIDGE
SERVICES, LLC (STIPULATION), and to provide for terms and conditions for the further
partial termination of the cessation order and for additional partial reclamation of the 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

p
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 of payments 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-1)
Storage Shed (S-1a)
Storage Shed (S-1b)
Valcam Shop (and Floor) (S-2)
Valcam Shop Substation (S-3)
Valcam Bathhouse/Office (S-4)
| Truck Shop (and Floor) (S-5)
| Salt 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 001a — (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 providey 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 the

sum of $ 2. &0 , upon execution and approval by the Trustee of this k
Stipulation, and the sum of $ 5°& 8‘/8,@ upon inspection and approval of the

removal of all structures; and a final payment shall be made of $28 (9O upon Uﬁ
inspection and approval of the final grading and seeding. 4

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 /S~ day of mMAY , 2003.
BLUE/RIDGE SERVICES, LLC DIVISION OF OIL GAS AND MINING
/
/73)4\ Soar I B ol b
~”Scétf Kiscaden, Principal Lowell P. Braxton, Director

Taxpayer ID#: 23/ ¢ ( GG/ 7

FRONTIER INSURANCE CO.

William T. Gorton III

G:\SALDER\DOGM\lodesta\RECLAM~1.DOC
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From: Mary Ann Wright

To: Daron Haddock

Date: 5/29/03 9:00AaM

Subject: Re: White Oak Confab Thursday

Daron - thank you. Please ensure that a copy of this email goes to the file
AND THE BOND FILE. Thank you.

>>> Daron Haddock 05/28/03 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 05/28/03 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 05/28/03 07:44AM >>>
1:00 PM on Thursday works for me.

>>> Mary Ann Wright 05/27/03 04:10PM >>>

I propose getting together at lpm 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
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0 0 3 2 FIELD WORK AUTHORIZATION

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.

QMM Contract no.
Representative

_ s Azé@l\) L.\
Project name M&Mg%@imﬁm no.

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

Contractor

Item No. | Description of Changes Increase/Decrease

; '/'fz?m/(%/él C e net real o — -«
epodl ) _Fitea] el gt | o -

\ A S5001414 ¢

A R 2 .;gézdj &+ nala
ﬁe/rL/iff VY

’

%H uwla(

Net change in contfract price: $ — O - Net change in contract time: days

This document shall be aftached to and become an amendment fo the contract, and ail contract provisions will

apply hereto. » L\/’\« >}ﬁ\%{/ vate_ B, / /o’l/o’wzz:?

Date é [11/2w5
v - el

Approved by Owner representativ

Approved by Contractor

WHITE -- AMR File CANARY — Contractor PINK — Project Manager  GOLPENROD — AMR Administration

Printed with vegetable-based ink. an equél opportunity employer Rev. 2/99
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ATTORNEYS AT LAW M
P.O. BOX 537 . CL/ 7 Q
(2Y7)

SALT LAKE CITY, UTAH 84110

TEL: 801-699-2126
FAX: 801-355-8992 % , T

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

0047 R

I

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,,

RECEIVED




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 from you. e

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
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LODESTAR ENERGY, INC, BANKRUPTCY ESTATE
2525 Harrodsburg Road, Suite 235, Lexington, KY 40504

September/{, 2003

Mr. Mark Wayment

Manager

‘Whiskey Creek Mining Services, LLC
HC35 Box 370

Helper, Utah 84526

Dear Mr. Wayment:

This letter shall serve as a Salvage and Reclamation Apreement between Whiskey Creek
Mining Services, LLC (“Mining Services™) and Lodestar Energy, 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 of Utah, Division of Oil, Gas
and Mining (“Division”), on site, to discuss necessary field activities to bring the Whiskey Creek
mine preparation plant, unit train load-out and truck load-out areas into compliance and to satisfy
the Division regarding adequate reclamation. You have informed me that Mining Services will
perform the necessary field activities and assume the reclamation liabilities for the affected areas

to the satisfaction of the Division 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 and truck
load-out areas.

The scope of work necessary to satisfy the Division inspectors includes:
mobilization/demobilization; total removal of all conveyors, stackout tubes, transfer towers,
preparation plant and unit train storage silo including structures and foundations; removal of
railroad tracks and ties; burial of solid materials if appropriate; backfilling final grading;
roughening and seeding of the areas disturbed during salvage activities. Solid material may be
buricd on site to the satisfaction of the 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 of on site. Following backfilling, final grading
shall consist of placing approximately eight inches of topsoil on the affected area such that site
drainage is maintained. The disturbed 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 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 regulations of SMCRA and the Division. Mining Services shall
obtain all necessary permits for said work.

CE37:36352:145805: L :LEXINGTON

P2




FROM :

pes

J

WAYMENT FAX FAX NO. : 18817980619 Sep. 30 2083 @7:01PM

Please sign below and return a copy of this letter to me and we will consider this
agreement final. Following receipt of the signed agreement 1 will authorize work to begin.

Agreed to this ’ & day of September, 2003.

Whiskey Creek Mining Services, LLC

Mark Wayment, égﬂ;

L )90 ORLY

William D. Bishop, Chapter 7 Trusted for
Lodestar Energy, Inc.
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