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Subject: Approval of Phase I1I Bond Release, Castle Gate Holding Company. Castle Gate Mine,
C/007/0004, Task ID #4153

Dear Mr. Ware:

The Application for Phase III Bond Release for 57.44 acres of land within the Castle Gate
permit area is approved. This bond release leaves a remaining 5.56 disturbed area at the Castle
Gate Mine. The areas where Phase III Bond Release was applied for are broken down as
follows:

38.28 acres - Hardscrabble Canyon
19.16 acres - Sowbelly Gulch Canyon

The Office of Surface Mining submitted a letter dated October 11, 2012 which agreed
with the Division’s findings and decision document and concurred with the bond release action.
The BLM concurred in a letter received by the Division on October 1, 2012. Enclosed you will
find our Decision Document and Technical Analysis for this project.

The Division finds that Castle Gate Holding Company has met the regulatory
requirements for Phase III bond release and hereby grants approval. A stamped incorporated
copy of the approved plan is included for insertion into your copy of the Mining and
Reclamation Plan.

Approval of the Phase III Bond Release includes authorization to reduce the bond amount
for the Castle Gate Mine. The current amount of surety posted is $490,100. The updated surety
amount that the Permittee must post in order to maintain adequate bond coverage is $226,600.
Therefore, the amount of the surety that can be reduced is $263,500. This reduction will leave
$226,600 remaining for surety coverage for the disturbed areas. Please complete the enclosed
Exhibit D to document this change in surety amount and return to the Division along with the
surety rider. Also enclosed is an Exhibit A to update the bonded area to the remaining 5.56 —

disturbed acreage. DNR
/ﬂ(-/
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Dennis Ware
October 18, 2012

If you have any questions, please feel free to call Suzanne Steab at (801) 538-5265 or
Daron Haddock at (801) 538-5325.

Sincerely,
M AE
‘-\‘\ jj; l - ~ )_Mj(;;’ —~
ohn R. Baza /
/ Director

e
JRB/sqgs
Enclosures
cC: Kenneth Walker, OSM

Jeff McKenzie, BLM
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Exhibit “D”

Stipulation to Revise
Reclamation Agreement
Federal

Mine Name:  Castle Gate

Permit Number: C/007/0004

Effective Date:
Bond Number:
COAL
STIPULATION TO REVISE RECLAMATION AGREEMENT
--000000--

This STIPULATION TO REVISE RECLAMATION AGREEMENT entered into by

and between the PERMITTEE and DIVISION incorporates the following revisions or changes
to the RECLAMATION AGREEMENT: (Identify and Describe Revisions below)

Approval of Phase III Bond Release of 57.44 acres decreases the bond amount from

$490,100 to $226,600 reducing the surety posted by $263,500. This reduction will leave
$226,600 remaining for surety coverage of the disturbed areas. This bond release leaves 5.56
disturbed acres or bonded area for the Castle Gate Mine.

In accordance with this STIPULATION TO REVISE RECLAMATION

AGREEMENT, the following Exhibits have been replaced by the PERMITTEE and are
approved by the DIVISION.

from

[] Replace the Reclamation Agreement in its entirety.
Replace Exhibit “A”- bonded area.

Rider added to existing Exhibit “B”- bonding agreement
[] Replace Exhibit “C”- liability insurance

The bonding amount is revised from $ 490,100 to $ 226.600

The bonding type is changed from to

The surface disturbance is revised from acre to acres.
The expiration date is revised from to

The liability insurance carrier is changed from to

The amount of insurance coverage for bodily injury and property damage is changed

$ to$




Exhibit “D”

Stipulation to Revise
Reclamation Agreement
Federal
IN WITNESS WHEREOQOF, the PERMITTEE has hereunto set
its signature and seal this day of ,20
PERMITTEE
By:
Title:
ACCEPTED BY THE STATE OF UTAH this ___ day of , 20
Director,

NOTE:

Division of Oil, Gas and Mining

An Affidavit of Qualification must be completed and attached to this form for each
authorized agent or officer. Where one signs by virtue of Power or Attorney of a
company, such Power of Attorney must be filed with this Agreement. If the
PERMITTEE is a corporation, the Agreement shall be executed by its duly
authorized officer.
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Legal Description

(Federal Coal)



Exhibit “A”

Legal Description

Federal

Bond Number

EXHIBIT “A”

Pursuant to R645-301- 820.110, the surety bond covers an identified increment of land within the
permit area upon which the operator will initiate and conduct coal mining and reclamation
operations during the initial term of the permit. This area is identified as: ‘

Map(s) showing the BONDED AREA within the approved PERMIT AREA :

Legal description of BONDED AREA:

disturbed as a result of an expansion of coal mining and reclamation operations. The described
area may also be decreased as a result of partial reclamation.

IN WITNESS WHEREOF the SURETY has hereunto set its signature and seal this

day of , 20

SURETY

|
The above described area shall be modified as necessary to correspond to an increase in the area
Title:



AFFIDAVIT OF QUALIFICATION

PERMITTEE
--000000--
I, , being first duly sworn under oath, deposes and says that
he/she is the (officer or agent) of ;

and that he/she is duly authorized to execute and deliver the foregoing obligations; and that said
PERMITTEE is authorized to execute the same and has complied in all respects with the laws of

Utah in reference to commitments, undertakings and obligations herein.

(Signed)
Name - Position

Attest:
Secretary of the Corporation

STATE OF )
) ss:
COUNTY OF )
Subscribed and sworn to before me this ____ day of , 20

Notary Public

My Commission Expires:

, 20




Bond Number

AFFIDAVIT OF QUALIFICATION

SURETY COMPANY
--000000--
I , being first duly sworn under oath, deposes and says that
he/she is the (officer or agent) of ;

and that he/she is duly authorized to execute and deliver the foregoing obligations; and that said
SURETY COMPANY is authorized to execute the same and has complied in all respects with

the laws of Utah in reference to becoming sole surety upon bonds, undertakings and obligations

herein.

(Signed)

Surety Company Officer - Position
Attest:
STATE OF )

) ss:

COUNTY OF )
Subscribed and sworn to before me this __ day of , 20

Notary Public

My Commission Expires:

, 20
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ADMINISTRATIVE OVERVIEW

Castle Gate Holding Company
Sowbelly Gulch and Hardscrabble Canyon
Castle Gate Mine
C/007/0004
Carbon County, Utah

October 18, 2012

ACTION

Phase III bond release is requested for Sowbelly Gulch and the Hardscrabble Canyons in
the amount of $263,500. This request excludes Adit #1 (3 acres), the 0.72-acre Hardscrabble
substation and the 1.84-acre substation in Sowbelly Gulch. Once approved, the performance
bond will be reduced to $226,600 to cover the remaining 5.56 acres mentioned above that have
been excluded from this application.

BACKGROUND

The Castle Gate Mine Complex is located approximately 10 miles north of Price, Utah, in
the Wasatch Plateau coal fields in Carbon County. The disturbed areas are in Hardscrabble
Canyon (39 acres), Sowbelly Gulch (21 acres), and Price Canyon [Adit No.1 (3 acres)]. The
bonded or disturbed area for the entire Castle Gate Mine complex is 63 acres.

The initial permit was issued to the Price River Coal Company on December 24, 1984.
Castle Gate Coal Company acquired the right to mine the western reserves and obtained a permit
transfer on May 30, 1986. On May 25, 1991, the Division approved the permit transfer from
Castle Gate Coal Company to Amax Coal Company. On July 2, 1996, the Castle Gate permit
was transferred from Amax Coal Company to Amax Coal Holding Company, which became
Amax Coal Company again on August 5, 1996. The permit was transferred to the current
Permittee, Castle Gate Holding Company, on September 11, 1998.

In May 1995, the Division received an application from Cyprus Plateau Mining
Corporation to permit the eastern coal reserves and a portion of the Castle Gate Mine as the new
Willow Creek Mine. In April 1996, the Willow Creek Mine was permitted, and its permit area
overlapped with that of the Castle Gate Mine. In June of 1997, the Castle Gate and Willow
Creek Mines were split apart which left the Castle Gate Mine with the Sowbelly Gulch,
Hardscrabble Canyon, and Adit No. 1 areas. The Schoolhouse Canyon refuse area, the Castle
Gate preparation plant, Crandall Canyon, the Gravel Canyon topsoil storage area, and a refuse
storage area (a site previously reclaimed by the Abandoned Mine Lands Reclamation program)
were all transferred to the Willow Creek Mine. The Castle Gate preparation plant has been
dismantled and reclaimed under the Willow Creek Mine permit.



Hardscrabble Canyon

Hardscrabble canyon represents 39 acres of the disturbed area boundary within the Castle
Gate permit. Hardscrabble reclamation work began in 1984 with the reclamation of the Goose
Island refuse pile followed by reclamation of the No. 3 and No. 4 Mine areas from 1993 through
1999 and 2002 (substation). The road through the disturbed area was altered but left in place for
the postmining land use. In 1997, AMAX Coal Company, Castle Gate Holding Company’s
predecessor, received an Earth Day Award from the Board of Oil, Gas, and Mining for
“outstanding final reclamation and site restoration”. The company was commended for
enhancing the postmining land use by restoring the canyon to a more natural configuration and
paying particular attention to wildlife habitat while providing more stable water flow channels
and better downstream water quality.

The Hardscrabble Phase I bond release application was conditionally approved (with
OSM concurrence) on January 25, 2001 for 29.9 acres. (This 29.9 acre figure included the 2.2
acres of buffer zone and the 27.7 acres of No. 3 and No. 4 mines reclaimed area.) Final approval
of the Phase I bond release was effective February 14, 2001. There are also 8.79 acres in the
reclaimed Goose Island refuse pile, which received Phase I bond release in 1985. In all, 38.7
acres have received Phase I bond release to date.

Phase II bond release on 37.1 acres in Hardscrabble canyon with the exclusion of the road
(1.21 acres) and the substation .76 acres was issued by the Division on February 21, 2003. In
2003, Hardscrabble Canyon was nominated by the Division for an "Excellence in Surface Coal
Mining Reclamation Award" and was selected by the Department of Interior's Office of Surface
Mining as one of the "National Awards" winners and went on to win the "Best of the Best"
award. Mt. Nebo Scientific, Inc. performed a year-9 vegetation study and in 2009 vegetation
monitoring was conducted to demonstrate vegetation success in preparation for Phase I1I bond
release.

Reclamation work on the 0.72-acre substation in Hardscrabble Canyon was completed in
the fall of 2002. Phase [ Bond Release was approved in October 2005. In 2008, Mt. Nebo
Scientific, Inc. performed a year-4 revegetation study on the substation area.

Sowbelly Gulch

The Sowbelly disturbed area encompasses 21 acres. Reclamation grading started in the
Sowbelly Gulch portion of the disturbed area in 1993 and continued through 1995. Phase I bond
release of 18.2 acres at Sowbelly was approved on January 31, 1997 (excluding the substation).
Work on the substation was completed in 2002. Phase II Bond Release, not including the 1.84-
acre substation, was issued on February 21, 2003. Phase I Bond Release was issued for the
substation in September 2004. In 2007, Mt. Nebo Scientific Inc. performed a year-4 revegetation
study on the substation area in Sowbelly Canyon. The Sowbelly Canyon substation is not
included in this Phase III bond release.




July 30, 2012

August 6, 2012

August 21, 2012

August 29, 2012
September 30, 2012
October 1, 2012
October 11, 2012

October 18, 2012

Castle Gate Holding Company
Sowbelly and Hardscrabble Canyons
Castle Gate Mine
C/007/0004

Castle Gate Holding Company submits Phase III bond release application
for Hardscrabble and Sowbelly Canyons.

Phase III bond release published in the Sun Advocate for four subsequent
weeks.

Division sends letters of invitation to Utah Division of Wildlife
Resources, BLM, Carbon County Planning and Zoning, Carbon County
Commission, Utah Division of Water Rights, Utah Department of
Transportation, SITLA, Utah Division of State History, Blackhawk Coal
Company, private landowners, and OSM of bond release inspection.
Phase III Bond Release Inspection

Public Comment Period Ends. No comments were received.

Received BLM Concurrence

Received OSM Concurrence

i
CHRONOLOGY FOR PHASE III BOND RELEASE ‘
Approval of Phase III Bond Release



PHASE III BOND RELEASE FINDINGS

Castle Gate Holding Company
Sowbelly Gulch and Hardscrabble Canyon
Castle Gate Mine
C/007/0004
Carbon County, Utah

October 18, 2012

SUMMARY OF FINDINGS

The Phase III bond release findings for Sowbelly and Hardscrabble Canyons are in the
attached Technical Analysis dated September 2012. The Phase III bond release was advertised
for four consecutive weeks in the Carbon County Sun Advocate newspaper. No comments were
received during the public comment period. A bond release inspection was conducted on August
29,2012. No problems were identified. BLM and OSM were both present at the inspection.
Concurrence letters from both agencies have been received.

RECOMMENDATION

The Permittee has demonstrated the establishment of vegetation at both Sowbelly Gulch
and Hardscrabble Canyons. An inspection has verified that the Operator has completed
successfully all surface coal mining and reclamation operations on the part of the Castle Gate
Mine. It is recommended that $263,500 be released for Sowbelly and Hardscrabble Canyons (a
total of 57.44 acres).

On approval of this request, remaining areas requiring Phase II and ITI Bond Release
include the 0.72 reclaimed substation in Hardscrabble Canyon, the 1.84-acre reclaimed
substation in Sowbelly Gulch, and 3.0 acres within Adit #1.
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Castle Gate Mine
Phase III Bond Release
Hardscrabble and Sowbelly Gulch Canyons
C007/0004
Technical Analysis
October 18, 2012
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TECHNICAL ANALYSIS

The Division ensures compliance with the Surface Mining Control and Reclamation Act
of 1977(SMCRA). When mines submit an application for bond release, the Division reviews the
proposal for conformance to the R645-Coal Mining Rules. This Technical Analysis is such a
review. Regardless of these analyses, the Permittee must comply with the minimum regulatory
requirements as established by SMCRA.

Readers of this document must be aware that the regulatory requirements are included by
reference. A complete and current copy of these regulations and a copy of the Technical
Analysis and Findings Review Guide can be found at http://ogm.utah.gov/coal

This Technical Analysis (TA) is written as part of the bond release review process. It
documents the Findings that the Division has made to date regarding the application for bond
release and is the basis for permitting decisions with regard to the application. The TA is broken
down into logical section headings. Only those sections that pertain to Phase III bond release
have been analyzed. Specific findings are provided which indicate whether or not the
application is in compliance with the Regulations.
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INTRODUCTION

Earthwork at the Hardscrabble site was completed during the years 1984, 1985, and 1993
through 1999. Phase I bond release was approved for Goose Island (8.79 acres) in 1985. Phase I
bond release was conditionally approved January 25, 2001 for Hardscrabble No. 3 and No. 4
Mine areas (29.9 acres) with final approval effective February 14, 2001. (The substation was
reclaimed in 2002 and was not included in the Phase I bond release area.) The As-Built
Reclamation Topography and Cross-section Location Map is Exhibit 3.3-19.

Castle Gate Holding Company applied for Phase II bond release for the Hardscrabble
No. 3 and No.4 Mine areas of the Castle Gate Mine, less the 1.21 acre road and the 0.72 acre
substation. The Utah Regulations allow for Phase II bond release after successful revegetation is
completed and erosion is controlled to prevent suspended solids to stream flow and prohibit
runoff outside of the permit area (R645-301-880.320). Phase II bond release on 37.1 acres in
Hardscrabble canyon with the exclusion of the road (1.21 acres) and the substation 0.76 acres)
was issued by the Division on February 21, 2003. In 2003, Hardscrabble Canyon was nominated
by the Division for an "Excellence in Surface Coal Mining Reclamation Award" and was
selected by the Department of Interior's Office of Surface Mining as one of the "National
Awards" winners and went on to win the "Best of the Best" award. Mt. Nebo Scientific, Inc.
performed a year-9 vegetation study and in 2009 vegetation monitoring was conducted to
demonstrate vegetation success in preparation for Phase III bond release.

Reclamation work on the 0.72-acre substation in Hardscrabble Canyon was completed in
the fall of 2002. Phase I Bond Release was approved in October 2005 . In 2008, Mt. Nebo
Scientific, Inc. performed a year-4 revegetation study on the substation area.

Phase I bond release at Sowbelly Gulch Canyon was approved on January 31, 1997
(excluding the substation). Work on the substation was completed in 2002. Phase II Bond
Release, not including the 1.84-acre substation, was issued on February 21, 2003. Phase I Bond
Release was issued for the substation in September 2004. In 2007, Mt. Nebo Scientific Inc.
performed a year-4 revegetation study on the substation area in Sowbelly Canyon. The Sowbelly
Canyon substation is not included in this Phase III bond release.
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GENERAL CONTENTS
IDENTIFICATION OF INTERESTS

Regulatory Reference: 30 CFR 773.22; 30 CFR 778.13; R645-301-112

Analysis:

Castle Gate Holding Company has held the permit on the Castle Gate Mine since
September 11, 1998. The Mining and Reclamation Plan has a complete discussion of the
company’s structure in Chapter 2.

Findings:

The information provided is adequate for the purposes of Phase III bond release.

LEGAL DESCRIPTION AND STATUS OF UNSUITABILITY CLAIMS

Regulatory Reference: 30 CFR 778.16; 30 CFR 779.12(a); 30 CFR 779.24(a)(b)(c); R645-300-121.120; R645-301-112.800; R645-
300-141; R645-301-115.

Analysis:

The Phase HI application covers Hardscrabble Canyon approximately 4 miles northwest
of Helper, Utah and Sowbelly Gulch approximately 4 miles west of Helper, Utah. The sites are
located on the Standardville, Utah, U.S. Geological Survey 7.5 minute quadrangle map and is
described as follows:

Township 13 South, Range 9 East, SLB&M, Utah

Section 3: SE1/4 SW1/4

Section 10: NW1/4 NW1/4, NE1/4 NW1/4, SE1/4 NW/14, NW1/4 NE1/4, SW1/4
NE1/4, SE1/4 NE1/4.

Section 4: NW1/4SW1-4, SW1-4SW1/4

Section 9: NW1-4NW1-4

Findings:

The information provided is adequate for the purpose of Phase III bond release.
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PUBLIC NOTICE AND COMMENT
Regulatory References: 30 CFR 778.21; 30 CFR 773.13; R645-300-120; R645-301-117.200.
Analysis:

Appendix 3 of the submittal includes a copy of the public notice. The advertisement
contains all the information required by R645-301-880-120. An affidavit of publication has also

been provided and is dated August 2012.

Appendix 4 of the application contains copies of notification letters sent to adjoining
property owners: Blackhawk Coal Company, School Institutional Trust Lands Administration
(SITLA), Division of Wildlife Resources, Division of Water Rights, the Bureau of Land
Management; and local governmental bodies: the County Commission, the Carbon County Road
Department, Carbon County Planning and Zoning.

Findings:

The information provided meets the requirements of the Regulations.

COMPLETENESS

Regulatory Reference: 30 CFR 777.15; R645-301-150.
Analysis:

All activities have been accomplished in accordance with the requirements of the Surface
Mining and Control Act of 1977 as evidenced by the Division’s approval of the As-Built
drawings submitted with the Phase I bond release application, which was approved January 30,
1997. The Phase III bond release application contains a notarized C1C2 form certifying the
truthfulness of the information submitted.

Findings:

The information provided in the bond release application meets the minimum
certification requirements for Phase III bond release.
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RECLAMATION PLAN
GENERAL REQUIREMENTS

Regulatory Reference: PL 95-87 Sec. 515 and 516; 30 CFR Sec. 784.13, 784.14, 784.15, 784.16, 784.17, 784.18, 784.19, 784.20,
784.21, 784 22, 784.23, 784.24, 784.25, 784.26; R645-301-231, -301-233, -301-322, -301-323, -301-331, -301-333, -301-
341, -301-342, -301-411, -301-412, -301-422, -301-512, -301-513, -301-521, -301-522, -301-525, -301-526, -301-527, -
301-528, -301-529, -301-531, -301-533, -301-534, -301-536, -301-537, -301-542, -301-623, -301-624, -301-625, -301-
626, -301-631, -301-632, -301-731, -301-723, -301-724, -301-725, -301-726, -301-728, -301-729, -301-731, -301-732, -
301-733, -301-746, -301-764, -301-830.

Analysis:

The application package contains a summary of the reclamation history of the permit
area, vegetation monitoring studies performed in 2004 and 2005 for Sowbelly Gulch, vegetation
monitoring studies performed in 2008 and 2009 for Hardscrabble Canyon, sediment yield
calculations performed for all areas included in the Phase III application, a public notice,
landowner and government agency notification letter including the Section, Township and
Ranges locations of the areas included in the Phase III application, and a bond reduction
calculation worksheet.

Findings:

The information provided is adequate for the purposes of Phase III bond release.

TOPSOIL AND SUBSOIL
Regulatory Reference: 30 CFR Sec. 817.22; R645-301-240.
Analysis:

Redistribution

Information concerning the redistribution of topsoil and subsoil was reviewed in the
Division’s Phase I Bond Release Decision Document dated November 29, 2000. According to
the technical review, final soil placement depth averaged 24 inches. Coal debris, coal refuse and
any acid- and/or toxic-forming material exposed or excavated during reclamation was covered
with four feet of overburden material and substitute soils.

Findings:

The information provided meets the requirements for bond release.
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STABILIZATION OF SURFACE AREAS
Regulatory Reference: 30 CFR Sec. 817.95; R645-301-244.
Analysis:

All sites have stable ephemeral channels with well established vegetation and rocks
contributing to stability.

Access to Hardscrabble is through a locked gate. A road remains in Hardscrabble to
support the post mining land use of grazing and recreation.

Access to Sowbelly used to be through a locked gate, but the site is so popular for ATV
users, that the gate was constantly vandalized. The gate is now left open and that situation
appears to be working better for the Permittee. A road was not retained in Sowbelly Canyon.
However, the ephemeral channel is being used as an ATV trail. The site gets heavy use by
recreational ATV riders.

Appendix 2 of the Application for Phase III Bond Release provides a comparison of the
sediment yield in tons/acre/year for the reclaimed slopes under existing conditions to the
reclaimed slope assuming reference area cover. The comparison was run using the Revised
Universal Soil Loss Equation by EarthFax Engineering, Inc. EarthFax found that sediment yield
from the Sowbelly reclaimed site was 0.70 tons/ac/yr, (below the estimated 0.78 tons/ac/yr for
the undisturbed) and sediment yield from the Hardscrabble site was 0.02 tons/ac/yr (below the
undisturbed of 0.06 tons/ac/yr). This can also be described as between 13 tons/yr from the 19.16
acre Sowbelly area and 0.76 tons/yr from the 38.28 acres Hardscrabble area.

In 2004, EarthFax found that sediment yield from the reclaimed site varied from 0.51
tons/ac/yr down to 0.16 tons/ac/yr depending upon the extent of gouging or an average of 9.0
tons/yr sediment from the entire site as compared to a projected 21.5 tons/yr for the control
which was described as the same site with no gouging and a vegetation cover equivalent to that

of the reference area.

The assumptions built into the 2012 model were different from that in 2004.* The current
values are as follows:

« The soil erodibility factor (K) for the control (an undisturbed site) was 0.05, based upon
the information provided for surface soils on the NRCS Web Soil Survey. (In contrast,
in the 2004 model, the undisturbed soil K = 0.27.)

o The K factor for the reclaimed land was 0.15, based upon the information provided for
subsoils on the NRCS Web Soil survey site. (The 2004 disturbed soil K = 0.30.)
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The reclaimed soils had 10.25% and 7.25% organic matter in Sowbelly and
Hardscrabble Canyons, respectively, based upon the vegetation monitoring. (In 2004, the
assumption was 0% organic matter for disturbed soils.)

Sowbelly slopes were assumed to be 63% (1.75h:1v) for undisturbed and 100% (1h:1v)
for reclaimed areas. Hardscrabble slopes were assumed to be 12% (10h:1v) in both
undisturbed and disturbed. (In 2004, the slope for both disturbed and undisturbed was
assumed to be 30% (3.5 h:1 v.)

The very fine sand and permeability was not stated. (In 2004 it was stated as 5% very
fine sand fraction and moderate to rapid permeability for the reclaimed.)

The K factor is based upon soil texture and may change due to disturbance and reduced
organic matter content. The K factor used in 2012 created a more competitive comparison
between disturbed and undisturbed soils, because the undisturbed K was one fifth its previous
value (5 times less susceptible to runoff), while the disturbed was only half the previous value
(only 2 times less susceptible to runoff).

The slope values should not change over time. However the slope values used in 2004
for Sowbelly were more competitive (more steep) than those assigned in 2004. Slope
assignments in Hardscrabble were less competitive (less steep) than in 2004, but were kept
constant in the undisturbed and disturbed comparison.

Whether this model demonstrates erosion control depends upon the acceptable soil loss
tolerance value for the soils of the site. The Natural Resources Conservation Service (formerly
the Soil Conservation Service) identified the soil loss tolerance value for the Pathead and
Curecanti soils as 1 ton/acre/year in Table 12 of the 1988 Soil Survey of Carbon Area. The
consultant’s 2012 prediction of 0.02 to 0.70 tons/acre/year falls below this soil loss tolerance
value.

*Tasks 2738 and 2739 in November 2004 provide the comparison values.

Findings:

The Permittee has adequately applied best management practices to control erosion and
prevent sediments from leaving the site.
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POSTMINING LAND USES

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

Analysis:

The post mining land uses are identified in the Mining and Reclamation Plan, Volume
IV, Chapter 4. They are identified as a single or combination of the following: grazing, wildlife
habitat, recreational uses, hunting, BLM access for land management, mining and possible
limited timber production in mid-evaluation areas. Post mining land use is also mentioned in
Volume V, Chapter 9 page 9-12.

The post mining land use was achieved by developing seed mixes that benefit wildlife
and other post mining land uses and revegetation success standards on the basis of tree and shrub

stocking and vegetative ground cover.

The vegetation success standards were met and exceeded according to the Mt. Nebo
Scientific reports found in the bond release application.

Findings:

The information in the bond release application is considered adequate to meet the post
mining land use regulations.

Revegetation: Standards For Success

The vegetation in Sowbelly Canyon was monitored for year nine vegetation parameters in
2004 and year ten in 2005. The reference area was selected by DOGM and representatives from
Plateau Mining Corporation. The reference area is a small portion of the AML areas down
canyon from the permit area. Total living cover, species frequency and composition, and
diversity were measured and compared to the reference area. Sowbelly Canyon is unique in that
it was disturbed and mined prior to the enactment of SMCRA. Therefore, modern mining
practices including the baseline inventory of vegetation as well as the removal and storage of
topsoil did not occur. Therefore, representatives from DOGM, Mt. Nebo Scientific and Plateau
Mining Corporation developed alternate success standards in accordance with R645-301-356.250
which states, “For areas previously disturbed by mining that were not reclaimed to the
requirements of R645-200 through R645-203 and R645-301 through R645-302 and that are
remined or otherwise redisturbed by coal mining and reclamation operations, at a minimum the
vegetative ground cover will be not less than the ground cover existing before redisturbance and
will be adequate to control erosion.” Therefore, no woody species density or vegetative
productivity parameters were measured. The total living cover of the reclaimed areas within
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sowbelly canyon met or exceeded the cover of the reference area. The plant species included in
the cover measurements were comprised of desirable, non-weedy species.

The vegetation in Hardscrabble Canyon was monitored for year nine vegetation
parameters in 2008 and year ten in 2009. Again, the reference area was selected by DOGM and
representatives from Plateau Mining Corporation and is a small portion of the AML areas down
canyon from the permit area. Also in Hardscrabble Canyon, because this area was disturbed for
mining prior to SMCRA regulations, woody species density and annual biomass production were
not required parameters for final bond release. The total living cover of the reclaimed area
within Hardscrabble Canyon met or exceeded the cover in the reference area and the cover was
comprised of desirable, non-weedy species.

A site visit to Sowbelly and Hardscrabble Canyons was conducted by the Division on
August 29, 2012. The vegetation was well established and controlling erosion. Little to no
weedy species were present and were not interfering with desirable vegetation. No noxious
weeds were identified.

Extended Responsibility period

Reclamation work was completed in 1995 for Sowbelly Canyon. The extended
responsibility period, according to R645-357.220 began in 1995 and ended in 2005 with the year

ten vegetation monitoring.

Reclamation work was completed in 1999 for Hardscrabble Canyon. The extended
responsibility period, according to R645-357.220 began in 1999 and ended in 2009 with the year
ten vegetation monitoring.

Findings:

The information provided in the bond release application is considered adequate to meet
the minimum regulations for the revegetation regulations.

BACKFILLING AND GRADING

Regulatory Reference: 30 CFR Sec. 785.15, 817.102, 817.107; R645-301-234, -301-537, -301-552, -301-5653, -302-230, -302-231, -
302-232, -302-233.

Analysis:

General
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The reclaimed sites have adequately achieved approximate original contour
(AOC). A few small cuts were left in place due to the fact that they were cut too steep to be fully
covered, however, the cuts are minimal and achieve the stability requirements of R645-301-
553.530, and meet the approximate original contour criteria of R645-301-553.520.

All backfilling, soil stabilization, compacting and grading, are as expected according to
the MRP’s anticipated final surface configuration of the permit area.

Findings:

Contents and information provided are sufficient enough to meet the minimum
requirements of this section of the Utah Coal Mining Rules. No deficiencies were identified.

MINE OPENINGS

Regulatory Reference: 30 CFR Sec. 817.13, 817.14, 817.15; R645-301-513, -301-529, -301-551, -301-631, -301-748, -301-765, -
301-748.

Analysis:

All mine openings have been appropriately sealed in accordance with MSHA, 30CFR
75.1711. Closures are considered permanent

Findings:

Contents and information provided are sufficient enough to meet the minimum
requirements of this section of the Utah Coal Mining Rules.

ROAD SYSTEMS AND OTHER TRANSPORTATION FACILITIES

Regulatory Reference: 30 CFR Sec. 701.5, 784.24, 817.150, 817.151; R645-100-200, -301-513, -301-521, -301-527, -301-534, -
301-637, -301-732.

Analysis:
Retention

The road to be retained for the post mining land use is 1.21 acres.
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Findings:

The information provided is adequate for the purposes of the Regulations.

HYDROLOGIC INFORMATION

Regulatory Reference: 30 CFR Sec. 784.14, 784.29, 817.41, 817 .42, 817.43, 817.45, 817.49, 817.56, 817.57; R645-301-512, -301-
513, -301-514, -301-515, -301-532, -301-533, -301-542, -301-723, -301-724, -301-725, -301-726, -301-728, -301-729, -
301-731, -301-733, -301-742, -301-743, -301-750, -301-751, -301-760, -301-761.

Analysis:

Hydrologic Reclamation Plan

The Permittee provided sediment yield calculations for each of the respective areas
applied for in the Phase III application. The report was prepared by Earth Fax Engineering using
the universal soil loss equation (RUSLE) using both the pre-disturbance and post-reclamation
scenarios. The factors take into account rainfall runoff, soil erodibility, length of slope, cover

management, and support practice.

The Permittee included in the Phase III Bond Release application Sediment Yield
calculations for both canyons. The sediment yield calculations were analyzed by Earth Fax
Engineering of Midvale, Utah under the direction of Utah Professional Engineer, Richard White
PE No. 168246. Based on the report summary, both canyons displayed less sediment yields
under the current reclaimed conditions in both canyons than the sediment yields from the

canyons under the pre-mining conditions.

0.78 ton;/é;creyeéf

iy

| .70 tons/acre/year

| 0.06 tons/acre/year

0.02 tons/acre/year

In each of these areas, sediment yields were calculated to be less under the post-
reclamation scenario than the pre-mining disturbance scenario. This is due to the reclamation
earthwork completed, such as pocking providing for better erosion control then how the land

would behave if it were still under non-disturbed conditions.
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Hydrologic Balance Protection

Both Hardscrabble and Sowbelly Gulch canyons each have a principle ephemeral
drainage channel in each canyon. There are a total of four active water monitoring locations
within the Castle Gate permit area: two points located above and below the reclaimed
disturbance areas of both canyons. Historically, although a quarterly water monitoring program
has been in place as part of the conditions of the permit, there has not been any documented
presence of water in Sowbelly Gulch based on historical data set dating back to 1996 on file with
the Division. Hardscrabble canyon did not have any flow data in the historical data set dating
back to 1977. The exception was some flow data reported at the sampling point below the mine
in the late 1970s, early 1980s with flows ranging from 2.24 to 44 gallons per minute.

The Willow Creek and Adjacent Areas Cumulative Hydrologic Impact Assessment
(CHIA), Rev. 1996, which covers the Castle Gate permit, outlines the criteria for Material
Damage as follows:

a. Increased Sediment Yield

b. Flooding or Stream Flow Alteration

c. Water Quality

d. Subsidence Damage to Springs and Seeps

e. Alteration or Destruction of Fisheries and Aquatic Habitat
f. Loss of Ground Water or Surface Water Availability

In the case of added sediment yield, all areas within the permit have been reclaimed and
have gone through the applicable liability period for meeting the required vegetation standards.
As such, none of the former disturbance areas have been documented to be the cause of
excessive sediment leaving the permit area. The only exception is the road that is to be left in
place in Hardscrabble Canyon, which is to facilitate access to the canyon and is compatible with
the post-mining land use.

With respect to the flooding or stream flow alteration, water quality, and alteration or
destruction of fisheries and aquatic habitat criteria, because there is no perennial or intermittent
stream channels in either of these canyons and the fact that neither or these canyons have yielded
any historical water quality data, none of these criteria have been impacted. Occasionally, flash
flood events that are common to the region have likely occurred in these canyons that could
feasibly release sediment loads to the drainage. However, given the distance of the nearest
perennial streams supporting aquatic habitat, the Price River and Willow Creek, it is not very
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likely that this would provide a significant contribution of sediment to any receiving drainages
where any fish or aquatic populations could suffer negative effects.

With respect subsidence damage to springs and seeps and to loss of groundwater and
surface water availability, a total of 3 springs, Springs BM-30 (Adit #1), BM-31 (Near Mutual
Spring) and B-32 (Gravel Springs) were monitored in the permit area up through the year 2001.
The portals were sealed in Sowbelly and Hardscrabble canyons between 1988 and 1991 and the
requirement in the approved MRP-stated that the springs would be monitored for a period of two
years after sealing of the mine unless significant changes in water quality were to occur. Since
no changes were observed, monitoring was discontinued after 3rd quarter of 2001. As a result, it
does not appear that any negative effects from mining occurred resulting in the loss of
groundwater from the area.

Findings:

The information provided in the Earth Fax Engineering study provides further evidence
that suspended solids sediments are not contributing pollution to receiving drainages. All
hydrologic reclamation work completed to date appears to be within the guidelines of Phase III
Bond Release criteria. Sediment from the reclaimed areas is not impacting any downstream
areas. Surface water leaving the reclaimed areas is suitable for supporting the post mining land
uses. Based on an impact analysis from the material damage criteria set forth in the CHIA,
onsite impacts to the permit area have been minimized and offsite impacts have been prevented.
Surface water quality monitoring is no longer necessary to achieve the purposes set forth in the
monitoring plan consistent with R645.301-731.224.1 and -224.2.

BONDING AND INSURANCE REQUIREMENTS

Regulatory Reference: 30 CFR Sec. 800; R645-301-800, et seq.
Analysis:

The current performance bond for the Castle Gate Mine is $490,100. This partial phase
III bond release application will result in a bond release of $263,500 after which the remaining
bond amount will be $226,600 in 2014 dollars. The segments of the permit for which Phase III is
being filed are the Hardscrabble and Sowbelly Canyons not including the substations. The
Hardscrabble and Sowbelly Substations and Adit #1 will remain in Phase 1. The current bond
was broken down in segments identifying those segments that will receive phase III bond release
and those segments that will remain in phase I. The bond was escalated from 2011 dollars to
2014 dollars.
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The table below shows the bond amount prior to the last bond release ($680,154) which
occurred in March of 2006 , the March 2006 phase I bond release for the Substations in
Hardscrabble and Sowbelly Canyons as well as the Adit #1 ($190,054), the current bond amount
in 2006 dollars ($490,100), the amount of bond that will remain following this Partial Phase III
Bond Release in 2006 dollars ($218,600) and the amount that will remain after this Partial Phase
I Bond Release escalated to 2014 dollars ($225,600) and the amount of this Partial Phase III
Bond Release ($263,500).

Bond
Prior to March 2006 March 2006 Remaining
March 2006 Phase | Bond after Partial
Bond Release Bond Release  In 2011 Dollars Phase il
Hardscrabble Canyon $179,500 So $179,500 SO
Sowbelly Canyon $92,000 S0 $92,000 $0
Hardscrabble Substation $138,500 -$51,000 $87,500 $87,500
Sowbelly Substation $141,000 -$65,000 $76,000 $76,000
Adit #1 $129,154 574,054 $55,100 $55,100
Totals $680,154 -$190,054 $490,100 §218,600
Escalate to 2012 dollars @1.2% . $221,223
Escalate to 2013 dollars @1.2% $223,878
Escalate to 2014 dollars @1.2% $226,564
Bond in 2014 $ Rounded $226,600
Current Bond $490,100
Bond Remaining after Phase lil $226,600
Bond Amount to be Released $263,500

Findings:

Contents and information provided are sufficient enough to meet the minimum
requirements of this section of the Utah Coal Mining Rules.

0:\007004.CG\WG4153\4153 TA.doc



I, Richard Shaw, on oath, say that I am
the Publisher of the Sun Advocate, a
twice-weekly newspaper of genersl
circulation, published at Price, State of
Utahamwpynfwhwhmm,

’ of“m nwwer‘ for 4 ‘:'cFm-)

was on the 9th day of Augast,wlﬁ and
that the last publication of sach notice
was in the issue of such newspaper dated
the 30th day of August 2012.

Richard Shaw - Publisher

Subscribed and sworn to before me this
30th day of August, 2012,

Notary Public My commission expires
January 10, 2015 Residing at Price, Utah

Publication fee, $ 604.80




State of Utah

DEPARTMENT OF NATURAL RESOURCES
MICHAEL R. STYLER

Inspection Report |

GARY R, HERBERT Executive Director 7 )
Governor Division of Oil, Gas and Mining Permit Number: C0070004
GREG BELL JOHN R. BAZA _Inspection Type: BOND RELEASE

Lieutenant Governor

OGM

Division Director I

Representatives Present During the Inspection: ;

nspection Date:

 Wednesday, August 29, 2012

Start Date/Time:

8/29/2012 10:00:00 AM

End Date/Time:

8/29/2012 2:00:00 PM

Last Inspection:

April Abate

OGM

Daron Haddock

oGM

Ingrid Campbell

OGM

James Owen

Company

Dennis Ware

Permitee:
Operator:
Site:

Address:
County:
Permit Type:
Permit Status:

CASTLE GATE HOLDING CO
CASTLE GATE HOLDING CO
CASTLE GATE MINE

PO BOX 30, HELPER UT 84526-0030
CARBON

PERMANENT COAL PROGRAM
RECLAIMED

~77 Inspector; April Abate,

| Weather: Clear, 80s F
InspectioniD Report Number: 3225

Accepted by: jhelfric
9/6/2012

Types of Operations

Underground

Surface

Current Acreages Mineral Ownership
7,619.00| Total Permitted v Federal
62.42| Total Disturbed v state
62.42 Phase | ¥ County
58.10 Phase ll ¥ Fee
Phase llI L other

LI &R

Loadout
Processing

Reprocessing

Report summary and status for pending enforcement actions, permit conditions, Division Orders, and amendments:

The purpose of this inspection was to conduct a Phase Il Bond Release of 57.44 acres of the Hardscrabble and Sow
Belly Canyons within the Castle Gate permit area. Sue Wiler from BLM and Dan McKinnon from OSM were also
present at the inspection. Jeff Richins from the Price River Water Improvement District was on-site for the first 10
minutes of the inspection inquiring on whether or not any of the inspection was taking place on or near PRWID
property. We informed him that it was not. Mr. Richins did not stay for the remainder of the inspection.

Inspector’s Signature:

April Abate,

Inspector ID Number: 60
Notd 598h ins panihienplt dbeitibe Lon M Boanl 48RVt chulpiflive, WilhaKé régiRtbry program of the Division of Oil, Gas and Mining.

telephone (801) 538-5340 « facsimile (801) 359-3940 « TTY (801) 538-7458 » www.ogm. utah.gov

GIL, GAS & MINING



Permit Number:  C0070004 Inspection Continuation Sheet
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REVIEW OF PERMIT, PERFORMANCE STANDARDS PERMIT CONDITION REQUIREMENTS

1. Substantiate the elements on this inspection by checking the appropriate performance standard.
a. For COMPLETE inspections provide narrative justification for any elements not fully inspected unless element is not
appropriate to the site, in which case check Not Applicable.
b. For PARTIAL inspections check only the elements evaluated.
2. Document any noncompliance situation by reference the NOV issued at the appropriate performance standard listed below.
3. Reference any narratives written in conjunction with this inspection at the appropriate performace standard listed befow.
4. Provide a brief status report for all pending enforcernent actions, permit conditions, Divison Orders, and amendments.

|
|
|
} Evaluated Not Applicable Comment Enforcement
|
|

1. Permits, Change, Transfer, Renewal, Sale %2 C v e
| 2. Signs and Markers U i O _
‘ 3. Topsoil O o = O

4.a Hydrologic Balance: Diversions v ] v L]

4.b Hydrologic Balance: Sediment Ponds and Impoundments v - v O

4.¢c Hydrologic Balance: Other Sediment Control Measures O 0 L _

4.d Hydrologic Balance: Water Monitoring O : - :

4.e Hydrologic Balance: Effiuent Limitations U _ L ]

5. Explosives i _ O _

6. Disposal of Excess Spoil, Fills, Benches _ r O C

7. Coal Mine Waste, Refuse Piles, Impoundments B L] ] O

8. Noncoal Waste v i V2 il

9. Protection of Fish, Wildlife and Related Environmental Issues N O = i

10. Slides and Other Damage v _ 2 O

11. Contemporaneous Reclamation 0 = O Ul

12. Backfilling And Grading L = ] O

13. Revegetation v O v =

14. Subsidence Control _ 0 0 fi

15. Cessation of Operations L — L =

16.a Roads: Construction, Maintenance, Surfacing v 0 v L

16.b Roads: Drainage Controls = O ] O

17. Other Transportation Facilities L ] O L]

18. Support Facilities, Utility Installations O = O O

19. AVS Check O] L L [

20. Air Quality Permit 0] L ] L

21. Bonding and Insurance v 4 W UJ

22. Other = ] L] C




Permit Number: C0G70004 Inspection Continuation Sheet
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1. Permits, Change, Transfer, Renewal, Sale

Castle Gate Holding Company (the Permittee) is seeking Phase Il Bond Release on
57.44 acres in Hardscrabble and Sow Belly Canyons within the Castle Gate permit
area. The application addresses 38.28 acres in Hardscrabble canyon, excluding a
0.72-acre area that was the location of a reclaimed substation. The application
addresses 19.16 acres in Sowbelly canyon excluding a 1.84-acre area that was the
location of a reclaimed substation. The vegetation studies were not completed in
time for Phase 1l bond release on the substation areas. These areas are expected
to apply for Phase lll bond release in 2013. Between the remaining acreage in
Hardscrabble and Sowbelly canyons and Adit #1 areas, the amount of acres in the
Castle Gate permit remaining for Phase Il Bond release totals 5.56.

4.a Hydrologic Balance: Diversions

Each of the canyons had a main channel with established water monitoring location
points above and below the reclaimed disturbed areas. Neither of these canyons
have reported any historic flow or water quality data. Some evidence of flow was
noted in Sow belly canyon but no indications of sediment flowing off the permit area
below the disturbed area locations was evident.

4.b Hydrologic Balance: Sediment Ponds and impoundments

All ponds and impoundments have been reclaimed.
8. Noncoal Waste

The gate is locked going into Hardscrabble Canyon and there is limited access going
into Sowbelly Canyon. The sites are free of trash and appear to be well maintained.
Dennis Ware has spent a lot of time removing subsidence stakes and markers, so
that there is little evidence of mining remaining.

10. Slides and Other Damage

The sites appear stable with no evidence of slides or other earth movement.

13. Revegetation

The vegetation in Sowbelly and Hardscrabble is well established and meets the
standards set by the reference area according to the year nine and ten vegetation
reports. No noxious weed species were identified. Some weedy species were
present but were not included in the cover estimates in the vegetation report and
were not competing with native desireable species.

16.a Roads: Construction, Maintenance, Surfacing

A road into Hardscrabble canyon will remain in place to suit post-mining land use as
wildlife habitat, grazing and recreation. No road into Sowbelly canyon exists - only a
small cattle trail.
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21. Bonding and Insurance

This Phase 1l application seeks to release $263,500 of the existing surety bond
posted for the Castle Gate Mine. The amount of bond once this application is
approved will be reduced to $226,600.



Figure 1 Hardscrabble Canyon with side canyon tributary in the background.

Figure 2. Former Goose Island Refuse Pile




Figure 3. Side Canyon in Hardscrabble - Former Surface Facilities and Portal Area

figure 4 Hardscrabble Former Substation Area



Figure 5 Cut slopes along Side Canyon in Hardscrabble

Figure 6 Downstream water monitoring location in Hardscrabble Canyon




Figure 7. Sowbelly Gulch Main Channel



Figure 9. Sowbelly Upstream Water Monitoring Location



Vegetation Sampie Photos
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IN REPLY REFER TO
3474 (UTGO23)

Daron Haddock

Utah Division of Oil Gas and Mining
P.O. Box 145801

Salt Lake City, Utah 84114-5801

Subject: Phase III Bond Release Inspection for Reclaimed Areas of the Willow Creek Mine,
Hardscrabble and Sowbelly Canyons

Dear Mr. Haddock,

Plateau Mining Corporation has completed Phase Il of the approved reclamation plan for the
Hardscrabble and Sowbelly Canyon areas. The Phase Il Bond Release Inspection took place on August
29.2012. A total of 57.44 acres have been reclaimed and the post mining land will go from industrial to

wildlife habitat, grazing and recreational use. The BLM concurs with the reclamation and the post mine
land use change that has taken place.

If you have any questions concerning this matter, please contact Sue Wiler at (435)636-3631.

Sincerely,

ACTING FOR Patricia A. C:jau:]

Ticld Manager

cc: Roger Bankert (UT923)




United States Department of the Interior

QOFFICE OF SURFACE MINING
Reclamation and Enforcement
Western Region Office
1999 Broadway, Suite 3320
Denver, CO 80202-3050

0CT 1 t 2012

John Baza, Director

Department of Natural Resources
Division of Oil, Gas, and Mining
1594 West North Temple, Suite 1210
P.O. Box 145801

Salt Lake City, UT 84114-5801

RE: Phase III Bond Release, Castle Gate Holding Company, Castle Gate Mine, C/007/0004,
Task #4153, DOGM Proposed Decision and Findings of Compliance, September Sth, 2012

Dear Mr. Baza;

This letter acknowledges the Office of Surface Mining (OSM), Denver Field Division’s (DFD)
receipt and review of the above Phase III Bond Release Decision Document prepared by the

—— -~ Divisionrof Bil; Gas;and-Mining-(DOGM)-dated-September-5th; 2012-DFDagrees with the
findings and Decision Document and hereby provides OSM concurrence for the above bond
release action in accordance with 30 CFR 740.15 (d) (3), and 30 CFR 906.30, Article IX, Section
24, of the State-Federal Cooperative Agreement.

DOGM'’s Proposed Decision documents the applicant’s compliance with the Utah approved
regulatory program at Rule R645-301-880.

This Phase III bond release request applies to 57.44 acres, broken down as follows:

-38.28 acres — Hardscrabble Canyon (does not include .72 acres associated with the
substation)

-19.16 acres — Sowbelly Canyon (does not include 1.84 acres associated with the
substation)

OSM finds that Castle Gate holding Company has met or exceeded the requirements for Phase
III bond release on these 57.44 acres of land described above. DOGM currently holds a
performance bond in the amount of $490,100. PMC is requesting a $263,500 reduction in this
bond. DOGM has determined that the remaining bond amount of $226,600 (in 2014 dollars) is
sufficient to complete all remaining reclamation obligations at this site if the work had to be
completed by a third party contractor. The Bureau of Land Management has concurred with this
finding in a letter dated October 1, 2012. OSM also concurs with DOGM’s decision.

35y,
C’@F QZ»




Thank you and your staff for coordinating this Federal mine bond release action through the
DFD. Please direct any questions concerning this action to Daniel MacKinnon, Natural

Resources Specialist, at dmackinnon@osmre.gov or (303) 293-5011.

Sincerely

Kenneth Walker, Chief
Denver Field Division

cc: Daron Haddock, DOGM
Castle Gate Holding Company




