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January 12, 1990

Ma. Laura Voss

special Assistant to the Director
office of surface Mining
Department of the Interior

South Interior Building

1951 Constitution Avenue, N.W.
Room 333

washington, D.C. 202490 VYIA FEDERAL EXERESS
Re: WMMM
Dear Ms., Voss:

Further to my corraspondencs to you dated January 8,
1990, I enclose for your reviev the briefing paper described in
my January 8 letter. We trust that it will prove usaeful to you
as a more detailed description of the request being made of the
Oftice of Surfacs Mining.

As you can see, I have sent (via Federal Express) this
latter, and the enclosed briefing paper, to all of the persons
1isted on the briefing paper distribution 1ist in an effort to
bring everyone up to spaed prior to our meeting on Wednesday. I
believa that the precise language of the lettar of credit to be
furnished by the Secured Lenders will be worked out by the time
of our January 17 meeting. Our latest information is that
neither Ms. Nielson nor Ms. Roberts beliave it necsassary that
they attend the masting., However, counsel for the Kaiser
companies, Harold G. Morris, Jr. of the Denver law firm of
Sherman & Howard, does intend to attend,

Thank you for your assistance and 1 apologize for not
getting the briefing paper to you sooner.

Veryfﬁ;uly your Y
\/Zm Va -"//7/4./«»;(
Glenn W, Merrick //f. .
tor
DAVIS, GRAHAM & STUBBS
GWM/g3v
Enclosure



PROPOSAL TO RESOLVE RECLAMATION LIABILITY
GENEVA (HORSE CANYON) MINE IN UTAH '

The Secured Lenders? hereby request the consent of the
office of Surface Mining of the Department of the Interior
("OSM") to a proposed restructuring of the land rec;nmation
liability of Kaiser Coal Corporation and certain of its
subsidiaries and affiliates ("Kaiser Debtors®) with respect to
the Geneva (Borse Canyon) Mine in Utah currently owned by Kaiser
Coal Corporation.

In February 1987, the Kaiser Debtors £iled petitions
for relief under Chapter 11 of the Bankruptcy Code in the United
States Bankruptcy Court for the District of Colorado. Some
nmonths later, certain of the Xaiser Debtors commenced litigation
against the Secured Lendsrs seeking monetary damages in an amount
exceeding $100 millionm. The parties ultimately resclved the
claims against the Sacuréd Lenders, together with certain other
issues, and documented thelr agreement in & Compromise and
Settlement Agreement vhich was approved by the Bankruptoy Court
in September 1988. The Bankruptcy Court’s ordaer approving the
Compromisae and Settlement Aéreeu.nt, which was affirmed on appeal
in the United States pistrict Court for the pistrict of Colozadoe,
{s now on appeal in the United States Court of Appeals for the
fenth Circuit. Oral argument ls scheduled for March 7, 1990.

1/. The Chase Manhattan Bank (National Association) as agent for
itself, Grant gtreet National Bank (in liquidation), as
assignee of Mellon Bank, N.A., The Royal Bank of Canada and

Banque Paribas.

0107 JRR/ 24803003
01/13/90



The Compromise and Settlement Agreement, which must
become affective no later than April 15, 1990, requires that Utah
Division of 0il, Gas and Mining (*DOGM") and OSM provide to the
Kaiser Debtors releases of reclamation l1iability for tha Geneva

(Horse Canyon) Mine and the Secured Lenders agraed to facilitate

%E:_f:Eizgf!_gf_:gghﬁfgiggggg. DOGM has confirmed that the cost
of the reclamation work will not exceed $918,649.80 (Sea
Exhibit A). In order to fulfill the terms of the Compromise and
Settlement Agreement by the April 15, 1990 deadline and to assure
DOGM and OSM that the required raclamation work will be
performed, the Secured Lenders propose to substitute certain of
their property, guarantees and/or other obligations for this
reclamation liability. The Secured Lenders have obtained DOGQ':
approval of their proposal. (£¢a Attachment A.) The Compromise
and Settlement Agreement also requires the approval of OSM.

It should also be noted that the Geneva (Horse Canyen)
Mine is currently under contract to be scld to Intcrqountaln
Power Agency ("IPA"). The purchase agreement, which requires IPA
to assume all of Kaisar Coal’s reclamation obligations relating
to the mine, has been approved by the pankruptey Court, and the
order is on appeal to the District Court. Regardless of the
outcome of this appeal, however, the reclamation liability for
the Geneva (Horse Canyon) Mine would be fully discharged, either
by IPA or by means of the Secured Landers’ proposal.

with the approval of both DOGM and OSM, the Xaiser
Debtors and the Secured Lenders may consummate the terms of the

Compromise and Sattlement Agreement, thereby ending a complicated

.y



and costly litigation and expediting the rasolution of the Kaiser
Debtors’ chapter 11 cases. The Secured Lenders beliévc that this
proposal will assure DOGM and OSM that the reclamation liability
will be satisfied. The Secured Lenders therefore request that
OSM execute and deliver the form of releasa attached hereto as
Attachment B simultaneously with the Securad Lendori'

implementation of the proposal described herein.

Dated: January 11, 1990
TO THE PARTIES ON THE ATTACHED LIST

Enclosures



Harry M. Snyder, Esq.

Office of Surface Minin
Department of the Interlor
South Interior Building

1951 Constitution Avenue, N.W.
Room 233

Washington, D.C. 20240

Ms. Laura Voss

Spacial Assistant to the Director
office of Surface uining
Department of the Interiocr

South Interior Building

1951 Constitution Avenue, N.W.
Room 233

Washington, D.C. 20240

Frank Conforti, Bsg. :
Ass’'t Selicitor for Enforcement & Collectien
Dept. of Interior

0ffice of the Solicitor

Room 6414

18th & C Streets, N.W,

Washington, D.C. 20240

DeAnn L. Owen, Baqg.

U.8. Dept. of Interior
Office of the Selicitor
pivision of Surface Mining
P.0. Box 25007

Denver Federal Canter
Denver, CO 80225

Jon K. Johnson, Esq.
730 Simms Street
Room 472

-~ Golden, CO 80401

Barbara W. Roberts, Esq.
Assistant Attorney General
236 State Capitol

Salt Lake City, UT 84114

Hal G. Morris, Esq.
Sherman & Howard
633 = 17th Street
Suite 2900

Denver, CO 80202



‘

Mr. Robert T. Sacks

Vice President

The Chase Manhattan Bank, N.A.
1 Chase Manhattan Pla:za

15th Floor

New York, NY 10081

Mr., Phil Clark

Mellon Bank, N.A.

Two Mellon Bank Center, Room 700
Pittsburgh, PA 15219

David Ziegler, Esq.

Reed Smith Shaw & McClay
435 Sixth Avenue
Pittsburgh, PA 15219

Ms, Carol Ann Bartlett

Senior Counsel

The Royal Bank of Canada

1 Placa Ville Marle, 4th Ploor
Montreal, Quebac B3C 3AS
CANADA

Mr, Saevki Acuner
Associate Counsel

The Royal Bank of Canada
Royal Bank Plaza

7th Floor, South Tower
Toronto, Ontario MS5J 235
CANADA

- Mr., William W. Cavers

Assistant Vice President
Bangue Paribas

table Towers :
787 Seventh Avenue, 32nd Floor
New York, NY 10019

Glenn W. Merrick, Bsq.

Davis, Graham & Stubbs

370 « 17th 8treet, Suite 4700
Denver, CO 80202

Michael B, Bopkins, Esq.
Boward Darby & Levin

10 Bast 53rd Street

New York, NY 10022
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January 12, 1990

|
|
The Chase Manhattan Bank (National
Association), as Agent for itgels,
Grant Street National Bank |
(in 11§uidation> a8 aseignee !
Of H.l On 33“. NoAc) !
The Royal Bank of Canada and °
Banque Paridas t
1 Chase Manhattan Plaza ;
New Tork, New York 10081 :

Attention: Robert T. Sacks, i
Vige Prasident ]
|

Dear Mr. Sacks: ‘

Subject to the performance &y The Chase Mznhattan Bank (National
Asgoclation), Grant Street National Bank (in 1i§uldation) 'Y
a:aignac of Mellon Bank, N.A., The Royal Bank of Canada and Banqua
Paribas (collectively, the "Secured Lenders") of the condition
described herein, this lettez confirms the agreement of the Utah
Division of 0i1, Gas and Mining ("DOGM"), on behalf of itself; to
deliver to the Secured Lendecs, Kalser Coal Cc:goratica. and Kaiser
Steel Corpozation releases of the reclamation obligation respecting

the Genava (Horse Canyon) Mine in the fora annexed »
anisie ie ¢ yon) | axed hereto as

|
DOGM acknowledges that the Eut-tandin; reclamation obligation of
Kaiser Coal Corporation in the Ftate of Utah {5 limited to the
Geneva (Horse Canyon) Mine. ,
|

The dalivery bK DOGM o2 thei releases described above s subjece
to the condition that DOGM receive oimultaneou|1¥ £rom the Secured
Lenders property, 3uatantoco ot other rights of interests
satisfactory to DOGM to assure the performance of the reclamation
tequirements for the Geneva (Hoxse Canyon) Mine in an smcunt not to
excead $918,649.00. The form of such z:ope:ty. gusrantees or other .
gights or interests shall bde ln%obltfa ion of the Secured Lenders to
DOGM in the form of a Letter of Credit annexed hereto as Exhibit 2,.

Py p—— l
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Page 2
Mz. Robert T. Sacks
January 12, 1990

DOGM acknowledges that the delivery of such property, guarantees
ot other rights or interests by the Secured Lenders is expressly
contingent upon the effectiveness of the Compromimse snd Settlement
Agreement, dated as of September 22, 1988 (as amended the
“Settlement Agresment"), as descrided in Section 3¢a) thereof,
without any approval by the United States Baskruptcy Court for the
District of Colorado, except for: (a) the PFindings of Fact,
Con¢luaions of Law and Order Authorising and Approving the Debtors'
Entry Into Settlement Agreement and Related Documents, Dedetor in
Powsession Credit Agreement, Reclamation and Settlement Agreement
and Pucchase and Sale Agreement, dated September 12, 1988, and
entered on September 29, 1988, and (b) the Judgment, dated January
10, 1983, and entered on Januafy 12, 1989,

Best Regazds

Director

1
'
i
|
I
{
i
|
)
i

:ttachnnntl ()

|

cc? 0ffice of Surface Mining
AD360/8~9
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_ Bxhibit 1
RELEASE G

1, This memorandum is the integrated expression of a
ccmplete and final release and;dtaeha:go by the Utah Division of
Qil, Gas and Nining, an aqnney;et the Btate of Utah within the
Department of Natural aoaau:ceﬁ, acting for itself and its
successors and assigns to the !ullalt extent authorized by law
("Releascr”), f

2. The intended boné!ictartcl of this final reloase
and dischavrge (herein rntnr:odfte 48 the “Release”) nro‘(g)
Kalser Coal Corporatioon, xaicﬁr Coal Corporatien of Sunnyside,
Kaiser Coal Corporatien of vta%, and Xaliser Steesl Cozrporation,
togather with, for each, all officials, officers, directors,
agents, employses, attorneys, Ecrlonnl representatives, halrs,
eXecutors, administrators, -ub%idiariol, successors and assigns
©f each of them (collectively referzad to as the "Debtors*) and
{b) The Chase Manhattan Bank %nationnl Association), as agent
for itself, Grant Stzeet National Bank (in liguidaticn), as
assignee of Mellon Bank, n.A.,‘!ho Royal Bank of Canada and
Banque Paridbas, together with, for each, all officials, officers,
di:octc:o. agents, eaployees, Ltto:nayu, personal
reapresentatives, helrs, .:ocuéo:o, ddministrators, subsidiarzies,

successors and assigns of oacﬂ of them, all except to the extent
of the consideration in the z;:u annexed hersto as Exhibdit A,

3. Releasor ccknovfodq-a the recelpt of sufficient
consideration for this nolaaaé, which consideratlion includess the

settlement of all Claims (as defined herein) between Releaser and
~ the Debtors. | !

b



4. The matters encompassed by this Release are clains,
dctions, suits, causes of action, accounts, judgments,

dgreements, promises, executions, debts, damages, demands,
Tights, obligations, liabil&tzél. and ecnttovn:liol_at every
Rature and descrziption, in 1aw:or in equity, whether known or
unknown, mature or ¢ontingent, ?i:.ct or {ndirsect, pleaded or
unpleaded, suspected or unlunpnktod, arising from reclamation
liability in conjunceion with tbo opezation of the Debtors’
Geneva (Rorse Canyon) iine undoL pernanent program permit No,
ACT/OO?/OIS;'includinq, but not%llnitod to, liability arising
under the Surface Mining Contzol and Reclamation Act of 1§77, 30
U.8.C. $ 1201 gt seg,, respectively, Utah Code Annotated (1983,
82 amended), and any fedrsal or%ntato regulations promulgated to
implevent said acts (hezein eolioctivoly referzed to as the
‘Claims"), from the beginning eé tine to the date of this
Release. |

5. Releasor acknowledges that it may hereafter
discover facts in addition to differant fram thoge which it
Row knows or delieves to be trus with Tespect to the mattars
encompassed by this Release and discharge, but that it is the
intention of Releasor to, and 14 does hersty, generally, fully,
finally and forever settlem :ol%;ao and discharge all Claims
hich now exist, may exist or may hereafter ba claimed to exist,
within the seccpe of this Rolnalﬂ. In furthezarce of such
intantion, Releasoer acknowledga that the Release herein given
shall be and remain in effect aa;n full, final and complets
release and dischazge of all utiu:a encoxmpassed harein

1



notwithstanding the discovery or existence ¢f any such additional
or diffarent facts. |

6. This Rejlease mAy not be changed erally and can be
changed only by the written agreement of duly authorised
Tepresentatives of each of thogoohto:n. |

7. Rothing i{n this ::oluu, whether express or
implied, shall confer Any rights or remedies under or by reasen

of this Releass on ARy persen, Froup Ox antity other than the
Dabtoxrs, '

8. This Relaase is q;.wotmd by the law of th-/suto of
Utah, witheut regard to the coa?l.tocn of law fules of such
state, i

9. The persen oxceutilaq this Relsane represents and
warrants that he or sha is duly' suthroized Tepresantative of the
named undersigned party, and M‘ duthozrity to exesuts this
Release on behalf of that named undersigned party.,

DATED: Januaxy _ _, 1930,

STATE OF UTAN
~Pivisien of Oil, Gas and Mining




Exhibit 2
[Letter of Credit)

(Under revision by DOGM and Secured Lendsrs)



EINAL RELEASE AND DISCHARGE

1. This memorandum is the integrated expression of a
complete and final release and discharge by the Office of Surface
Mining, Reclaﬁation and Enforcement, an agency of the United
States within the Department of the Interior, acting for itself
and its successors and assigns to the fullest extent authorized
by law ("Releasozr").

2. The intended beneficiaries of this final release
and discharge (herein referred to as the "Release") are
(a) Raiser Coal Corporation, Kaiser Coal Corporation of
Sunnyside, Kalser Coal Corporation of Utah, and Raiser Steel
Corporation, together with, for each, all officials, officers,
directors, agents, employees, attorneys, personal
representatives, heirs, executors, administrators, subsidiaries,
successors and assigns of each of them (collectively referred to
as the "Debtors”) and (b) The Chase Manhattan Bank (National
Association), as agent for itself, Grant Street National Bank (in
ligquidation), as assignee of Mellon Bank, N.A., ?he Royal Bank of
Canada and Banque Paribas, togsther with, for each, all
officials, officers, directors, agents, employees, attorneys,
personal representatives, helrs, executors, administrators,
subsidiaries, successors and assigns of each of them, all except
to the extent of the consideration in the form annexed hersto as
Exhibit A.

3. Releasor acknowledges the receipt of sufficlent

consideration for this Release, which consideration includes the



gettlement of all Claims (as defined herein) baetween Releaaof and

the Debtors. ‘ )
4. The matters encompassed by this Release are
4k
%

claims, actions, suits, causes of action, accounts, judgments,
agreements, promises, executions, debts, damages, demands, ‘ ‘VV
rights, obligations, liabilities, and controversies of every $¥,
nature and description, in law or in equity, whether known or
unknown, mature or contingent, direct or indirect, pleaded or
unpleaded, suspected or unsuspected, arising from reclamation
liability in conjunction with the operation of the Debtors’

Geneva (Horse Canyon) Mine, as more particularly described on
Exhibit B attached hereto, under permanent program permit

No. ACT/007/013, which is currently maintained in a cendition of
temporary cessation of operations, including, but not limited to,
liability arising under the Surface Mining Control and

Reclamation Act of 1977, 30 u.s.c. § 1201 st seg., respectively,
Usah Code Annotatad (1953, as amended), and any federal or state
requlations promulgated to implement said acts (herein
collactively referred to as the "Claims*), from the beginning of
time to the date of this Release.

5.  Releasor acknowledges that it may hersaftesr
discover facts in addition to or different from those which it
now knows or believes to be true with respect to the mattersa
encompassed by this Release and discharga, but that it is the
intention of Releascr to, and it does heraby, generally, fully;
finally and forever settla, release and diachazrge all Claims

which now exist, may exist or may hereafter be claimed to exiat,

-2-



within the scope of this Release. In furtherance of such
intention, Releasor acknowledges that the Release herein given
shall be and remain in effact as a full, final and complete
release and discharge of all matters encompassed herein
notwithstanding the discovery or existence of any such additicnal
or different facts,

6. This Release may not be changed orally and can be
changed only by the written agreement of.duly authorized
representatives of each of the Debtors.

7, Nothing in this release, whether express or
implied, shall confer any rights or remedies under or by reason
of this Release on any person, group or entity other than the
Debtors.

8. The person executing this Release represents and
warrants that he or she is a duly authorized representative of
the named undersigned party and has authority to executs this

Release on behalf of that named undersigned party.

Dated: January ___, 19990.

By:
Department of the interior
Office of Surface Mining,
Reclamation and Enforcement



Bxhibit A
[Letter of Credit)

(Under revision by OBM and Secured Lenders)



Exhibit B
[Lettar of Credit)

Legal description of Geneva (Horse Canyon) Mine





