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DIVISION OF ﬁﬁ'f"@@?/a/&
0L, GAS & MINING

IN THE UNITED STATES BANKRUPTCY COURT

. - FOR THE DISTRICT OF COLORADO

IN RE: |
KAISER STEEL CORPORATION, Bankruptcy No.87B-01552E

Debtor.

~IN RE:
KAISER COAL CORPORATION, Bankruptcy No.87B-01621E

Debtor.

IN RE:

KAISER COAL CORPORATION OF

-SUNNYSIDE, Bankruptcy No.87B-01622E

Debtor.

IN RE:

KAISER COAL COBPORATION OF

UTAH, Bankruptcy No.87B-01623E

Debtor.

MOTION FOR RELIEF FROM AUTOMATIC STAY OR IN THE
ALTERNATIVE FOR ADEQUATE PROTECTION AND REQUEST

FOR ALLOWANCE AND PAYMENT OF ADMINISTRATIVE CLAIMS



The Utah Division of 0il, Gas and Mining and the Office
of Surface Mining, Reclamation and Enforcement (collectively
‘ -'Applicant') in support of the relief requested against the abové
referenced debtors (collectively "Debtors"), hereby shows the
above entitled Court as follows:

l. The Utah Division of 0Oil, Gas and Mining
("*Division®) is an agency of the State of Utah within the
Department of Natural Resources and is charged with the
responsibility of administering the Coal Mining and Reclamation
Act of Utah and the Mined Land Reclamation Act ("Utah Acts"),

§ 40-10-1 et seg, and § 40-8-1 et seq,, respectively, Utah Code
Annotated (1953, as amended).

2. The Office of Surface Mining, Reclamation and
Enforcement ("OSMRE") is an agency of the United States within
the Department of Interior. OSMRE is charged both with the
principal responsibility of administering the Surface Mining
Control and Reclamation Act of 1977 ("SMCRA"), 30 U.S.C. § 1201
et seq,, and with overseeing state regulatory programs created
pursuant to SMCRA.

3. SMCRA sets minimum environmental and public safety
standards for the purpose of creating a nationwide regulatory
scheme designed to control the adverse effects of surface and
underground coal mining operations. SMCRA includes provisions

for each State to assume exclusive jurisdiction over coal mining
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operations on nonfederal lands and cooperative jurisdiction with
OSﬁREI6€er'coaifﬁining'bpérations on fedéral landé; R

T " 4. oOn January 21, 1981, Utah received approval from
the Secretary of Interior to exercise exclusxve Jurzsdlctlon over
coal mining 0perations on nonfederal lands within the State
through implementation of the Utah Acts and resultant rules.
Cooperative jurisdiction with OSMRE over coal mining operations
on federal lands within the State was achieved by an'agreement
between the Division and OSMRE, effective March 13, 1987.

) ' 5, Under bbth the Utah Acts and SMCRA, no person may

engage in coal mining operations without first having obtained a

- permit from the State. § 40-10-9 and § 40-8-13 U.C.A.; 30 U.S.C.

§ 1252. A permit is comprised of a plan for environmental
protection and public safety during the operation phase of the
coal mine and a plan for reclamation of the site to a near pre-
mining condition. § 40-10-17 and § 40-8-13 U.C.A.; 30 U.S.C.

§ 1265. As a condition for conducting coal mining operations,

the permittee is required to submit a bond secﬁring performance

of all requirements of the Utah Acts, including the reclamation

plan. § 40-10-15 and § 40-8-14 U.C.A.7 ‘30 U.5.C. § 1259.

6. Debtor is the permitted operator of three coal
properties located in Carbon County, State of Utah which are
subject to the operating and réclamation provisions of the Utah

Acts and SMCRA. The first property is the Sunnyside Mine which
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is currently being operated under permanent program permit No,
ACT/007/007. The second property, known as the Wellington
Preparation Plant, may be operated under permanent program permit
No. ACT/007/012. The Wellington Preparation Plant is not
currently in operation but remaing unreclaimed. The third
property is the Geneva (Horse Canyon) Mine which currently is
maintained in a condition of temporary cessation of operations
under ACT/007/013. The Geneva Mine may not be operated until
such time as a permanent program permit is granted by the
Division.

7. In order to obtain the above referenced mining
permits and maintain them in full force and effect, Debtor was
required to provide to the Division a bond securing performance
of the permit requirements and particularly the Reclamation Plan
for each of the three properties incorporated within such
permits.

8. Debtor elected to meet the bonding requirements by

compliance with the self bonding provisions of the Utah Acts as

implemented by Rule UMC 800.23 of the Rules Pertaining to
Underground Coal Mining Activities (Rev. 5/87). Accordingly, the

Debtor and the Division entered into a Self Bonding and Indemnity
Agreement pertaining to the Geneva (Horse Canyon) Mine effective
November 4, 1985. A similar Self Bonding and Indemnity Agreement

was entered into by the Division and the Debtor pertaining to the

-
’



Sunnyside Mine effective January 6, 1986. A Self Bonding and

- Indemnity Agreement for the Wellington Preparation Plant was
entered into by and between the Division and the Debtor effective
January 31, 1986. Copies of the Self Bonding Agreements are
annexed hereto as Attachments 1, 2, and 3, respectively.

9. At the time these Agreements were entered into, and
based upon the information supplied to the Division by the
Debtor, the Division determined that the Debtor complied with and
met all requirements for self bonding set forth under the Utah
Acts and in accordance with Rule UMC 800.23.

10. The permitted area for the Sunnyside Mine contains
both nonfederal lands and federal leases with the Debtor as
lessee of the federal leases and otherwise in control of the
permitted lands. ' The bouﬂdary for the Geneva (Horse Canyon) Mine
similarly contains a combination of federal leases and nonfederal
lands with the debtor shown as the lessee of the federal leases
and otherwise in control of the permitted lands. The Wellington
Preparation Plant permitted area contains only nonfederal lands
with the debtor in control of those lands.

1l. Subsequent to the filing of its Petition for
Relief herein on February 13, 1987, the Debtor notified the
Division under letter dated March 25, 1987, that Debtor no longer
met the self bonding requirements for either the Sunnyside or
Geneva Mines or the Wellington Preparation Plant. A copy of the
March 25, 1987, letter is annexed hereto as Attachment 4.
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12, Pursuant to the provisions of Rule UMC 800.16(3),
the Division advised Debtor by letter dated March 26, 1987, that
it was in violation of the bonding requirements and that Debtor
was under obligation to provide an alternative bond within 90
days either thrbugh deposits of cash or property with the
Division or through designation of a sdrety acceptable to the
Division. Rule UMC 800.16(3) provides that if an adequate bond
is ‘not posted by the end of the 90-day period, the permittee
shall cease mining operations and shall commence reclamation
operations in accordance with the Reclamation Plan. A copy of
the March 26, 1987, letter is annexed hereto as Attachment 5.

13. Debtor has failed to comply with the terms of the
March 26, 1987 letter, continues to operate the Sunnyside Mine
without adequate bonding, and has not commenced reclamation of
any of the three properties, all in violation of the Debtor's
permits, of the Utah Acts and by reason thereof, of 28 U.S.C.

§ 959(b).

14. Applicant is informed and believes and therefore
alleges that despite Debtor's diligent efforts it has been unable
to sell the Sunnyside or Geneva (Horse Canyon) Mines or the
Wellington Preparation Plant to a financially responsible

purchaser.

15. In order to comply with the bonding requirements

.under the Utah Acts and thereby with the provisions of 28 U.S.C,

-6~



v
" . .

§ 959(b)« the Debtor is required to furnish a good and sufficient
pond securing performance of_reclamation for the sunnyside Mine
permit area: the cost of which is in the amount of $2,964,000,
subject to adjustment in the event of future increase in costs

after October 30, 1987.

16. 1In order to comply with the bonding requirements
under the Utah Acts and thereby with the provisions of 28 U.S.C.
§ 959(b), the Debtor is required to furnish a good and suffic@ent
bond securing performance of reclamation for the Geneva Mine
permit area, the cost of which is in the amount of $1,707,000,
gsubject to adjustment in the event of future increase in costs
after October 30, 1987.

17. 1In order to comply with the bonding requirements
under the Utah Acts and thereby with the provisions of 28 U.S.C.
§ 959(b), the Debtor. is required to furnish a good and sufficient
bond securing performance of reclamation for the Wellington
preparation Plan permit area, the cost of which is in the amount
of $4,206,000, subject to adjustment in the event of future

increasevin_costs after October 30, 1987.

18.,“Tpat,in the event Debtor is unable to furnish good

and sufficient bonds to secure the performance of reclamation of

said properties, the State of Utah and/or the United States will

e be required to incur reclamation costs in the amounts hereinabove

alleged.



WHEREFORE, Applicant respectfully moves the above-entitled
Court as follows:

1. To the extent that any enforcement action undertaken
pursuant to State or federal law is barred by the automatic stay under
11 U.S.C. § 362(a), for relief from that stay in order that Applicant
may take all appropriate enforcement action against the Debtor
pursuant to applicable federal and State law by reason of the Debtor's
continuing violation of the provisions of the Utah Acts and
implementing regulations as hereinabove alleged.

2. Alternatively, that the Debtor provide Applicant with
adequate protection by furnishing a good and sufficient surety bond or
cash bond to seéure performance of the permit requirements and
particularly the Reclamation Plan for the Sunnyside Mine permit area
in the amount of $2,964,000, subject to appropriate future increases;
for the Geneva Mine permit area in the amount of $1,707,000, subject
to appropriate future increases; and for the Wellington Preparation
Plant permit area in the amount of $4,206,000, subject to appropriate
future increases.

3. That in the event Debtor is unable to furnish said bonds
that there be allowed and paid to Applicant as an administrative
expense herein the costs of reclamation for the Sunnyside Mine permit
area, the Geneva Mine permit area and the Wellington Preparation Plan

permit area in the amounts of $2,964,000, $1,707,000, and $4,206,000,

respectively.

-



Respectfully submitted this

day of February, 1988.

.. .MOYE, GIELS, O'REESE, _ .

VERMEIRE & GORRELL

JOHN O'BRIAN

1225 17th Street
29th Floor
Denver, CO 80202

DAVID L. WILKINSON
Utah Attorney General

BARBARA W. ROBERTS
Assistant Attorney General
236 State Capitol

Salt Lake City, Utah 84114
(801) 538-1017

WATKISS & CAMPBELL

s /
N Lon, B - (g Tam

HERSCHEL J. SAPERSTEIN

. GLEN E. DAVIES

Special Assistants Attorney General
310 South Main Street
Twelfth Floor

Salt Lake City, Utah 84101-2171
(801) 363-3300
ROBERT MILLER

United States Attorney General



DAHIL GOSS

Assistant United States Attorney
1961 Stout Street

Federal Office Building

Suite 1200

Denver, Colorado 80294

(303) 844-2064

FTS 564~2064

STUART A, SANDERSON

Department of Interior

Office of the Regional Solicitor
P.O. Box 25007

Denver Federal Center

Denver, Colorado 80225

(303) 236-8443

FTS 776-8443
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KAISER o
SELF BONDING AND INDEMNITY AGREEME

THIS SELF BONDING AND INDEMNITY AGREEMENT entered into by
and betveen KAISER STEEL CORPORATION and KAISER CQAL CdRPORATION,
both Delavare corporations (herein jointly referred to as "Kaiser");
the STATE OF UTAH;'Department of Natufai-Resources, Division of 0il,
Ga‘s & Mining (her;‘ain *Division"); and the U.S. DEPARTMENT OF THE
INTERIOR, OFFICE OF SURFACE MINING (herein "OSM").
' WITNESSETH

WHEREAS, the Division has transferred to Kaiser Steel
Corporation the Interim Program Permit No. ACT/007/013 (herein Permit
No. ACT/007/013) for the Geneva Mine in Carbon County and Emery
County, Utah under the Utah Coal Mining and Reclamation Act, Utah
Code Ann. § 40-10-1, et seq., 1953, as amended ("ACT") and
implementing regulations; on the premises specifically described in
Exhibit A; and |
| WHEﬁEAS, Kaiser Steel Corporation assigned Permit ﬁo.
ACT/007/013 to Kaiser Coal Corporation by agreement dated March 28,
1985; and

WHEREAS, Kaiser wishes to obtain a bond to maintain Permit
No. ACT/007/013 under Self Bonding Rule UMC 800.23; and

WHEREAS, Kaiser will not conduct underground coal mining
operations at the Geneva Mine until a Permanent.Program Permit is
granted by the Division; and
- . WHEREAS, Kaiser, in compliance with UMC 800.23B.1. has
dé;ignated Denise A, Dragoo, Esg., with the law firm of FABIAN &

v CLENDENIN, a Professional Corporation, 215 South State Street,

- e - . -
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Twvelfth Floor, Salt Lake City, Utéh .84111, as its agent for Service
of Process in the State of-Utah; and _

'WHEREAS, Kaiser Steel Corporation, in compliance with UMC
800.23B.2." has been in continuous operation as a business entity for

the last five years; and

WHEREAS, Kaiser Coal Corporation meets the financial
:criteria for self bonding as set forth at UMC 800.23B.3.; and
. WHEREAS, Kaiser Coal Corporation has submitted to the
Division financial statements which meet the criteria set forth at
UMC B00.23B.4. accompanied by a financial report by Touche Ross &
Comﬁany.

NOW, THEREFORE, in consideration of the premises and other
good and valuable consideration, the sufficiency and receipt of which
is hereby acknowledged, Kaiser does hereby agree to be held and bonds
to the Dﬁvision and OSM for the sum of $918,645.00 (1989-dollars)
(such sum payéblé to one, but not both, of the above-named agencies)
for the timely performance of reclamation responsibilities for
underground mine Permit No. ACT/007/013 in lawful money of the United
States, By the submission of this Self Bonding and Indemnity
Agreement, Kaiser will and truly binds itself,_its successors and
assigns, jointly and severally, firmly by these presents.

The conditions of the above obligations are such that:

- 1. Kaiser shall perform all duties and fulfill all
requirements applicable to reclamation as set forth in the Act, the
regﬁlations adopted pursuant to the Act and the conditions of Permit .
No. ACT/007/013 issued by the Division.

2. The liability under this Agreement is conditjoned upon 7.

successful reclamation of the permit area as provided in the . ‘f;;fi
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reclamation plan for Permit No. iCT/007/013 for a periocd of time and
in the manner specified in the Act, regulations adopted pursuant
thereto, and the conditions set forth in Permit No. ACT/007/013
issued by the Division. At no time shall the liability or
_iesponsibiliiy of Kaiser hereunder exceed the sum of $918,649.00
7t1989 dollars). Provided, however, that the Division may adjust the
:hmount of liability hereunder as provided in section 6 hereof.

| 3. Kaiser does hereby agree to indemnify and hold the
Division harmless from any claim, demand, liability, cost, charge or
suit brought by a third party, as a result of Kaiser Steel
Corporation's and/or Kaiser Coal Corporation’'s failure to abide by
the terms and conditions of the Reclamation Plan as set forth in
Permit No. ACT/007/013 and from any fa?lure to comply with the terms
of the Self Bond Agreement.

4. The Division shall give Kaiser notice of an&_claim aﬁd
any legal proceedings within the scope of the indemnity set forth at
section 3.

5. Upon successful completion of part or all o§ the
obligations secured hereby, Kaiser may petition the Division for a
final release of part or all of the obligations under this '

~ Agreement. Upon such petition, the Division shall éi;ely conduct an
inspection to ascertain whether the duties and obligations of Kaiser
under the Act, regulations adopted pursuant thereto and Permit No,

ACT/007/013 have been fulfilled. 1If such duties and obligations have
been fulfilled, the Division shall release Kaiser from part or all of
its obligations under this Agreement and shall file a notice of sucﬁ

release in the property records of Carbon Codnty and Emery County, -%uiz

- Leer
Utah. . .. ey




6. This Agreement shall be reviewed periodically by the
Division, or reviewed upon petition by Kaiser, in accordance with
the Act and implementing regulations and the amount of liability
under this Agreement may be adjusted upon order by the Board of 0il,
Gas & Mining or upon written agreement between Kaiser and the
Division where it is clearly established that the cost of future
reclamation has materially changed.

7. This Agreement may be terminated upon 90 days prior
written notice to the Division if terminated by Kaiser or upon 90
days prior written notice to Kaiser if terminated by the Division.
Upon such written notification, Kaiser will have ninety days as
provided by UMC 800.23G to obtain an alternate form of bond to

secure reclamation obligations for Permit No. ACT/007/013 in the

same amount as the self bond.
SO AGREED this ﬁﬁ_ day of M, 1985.

KAISER STEEL CORPORATION

f/é "XD/ By : A, /775'2.»:}1

Date z‘nj-_ éz‘g /1
- % -95 By M@
Date Cha1 an of the Board

_KAISER COAL CORPORATION
R £ 1 £ By 2 ﬂm&d
Date 2 / +

B
Date _ g~ YroE /ff%bc"'l-""; ﬁ;x//w::’/
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STATE OF UTAH, DEPARTMENT OF
NATURAL RESOURCES, DIVISION OF
OIL, GAS & MINING

Lo, d ig5s ;y)ww?\h@sw

Director

APPROVED AS TO FORM: :

St 4 1955 BY%&QM‘_
Date Y ssistant Attorney General

'STATE OF California )
) ss:
COUNTY OF San Bernardino )

On the gty day of , 1985, personally appeared
before me (harles S McNeid ang _Monty H. Bial who being by me
duly sworn did say that he, the said __ Charles S. McNeijl

is the President-Coal Group of Kaiser Steel Corporation and

said i is the _ Chaiman of the Board of
Kaiser Steel Corporation and said instrument was signed in behalf of
said corporation by authority of its bylaws or a resolution of its

board of directors and said Charles S. McNeil and Monty H. Ria)
duly acknowledged to me that said corporation executed the same.
! CToAL thoe S C J
4 LIfDA 24, JOREA: & ________"__:_:l_z.__ 2o, ¢ e
4 N Rbansis Conr s 3 Notary Public

SAN BERNARTND GOy -t d . .
) by Come s N 7 ; Residing at: Fontana, California 92335

My Commission Expires:

November 27, 1987 | )

STATE OF California )
) ss: )
COUNTY OF San Bernardino ) :
On the 6th day of August . 1985, personally appeared

before me _Charles S. McNeil ¥0Q/////[////////////// Wwho being by me
duly sworn did say that he, the said __ Charles S. McNeil

is the President : of Kaiser Coal Corporation apd

KR L TTT T T T TL IV 19e 1 L LI L0070 72000179
Rianeld [iday ldrdyayygn and said instrument was signed in behalf of
said corporation by authority of its bylaws or a resolution of its

-5-
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board of directors and said _Charles S, McNeil ahky /11711 /
duly acknowledged to me that said corporation executed t
e ‘,"/h
oty . CE S, . -
St ’ - - \:—:.}:Sﬂ‘—_ ‘z:" K /6;"‘:_
i "1 Ly Notary Public L
AR e Residing at:_ Fontana, Califo

T T

My Commission Expires:

November 27, 1987

STATE OF [ [ 4L )
) ss:
COUNTY OF 23w (4 Laods )

on the &*hday of vermlon , 1985, persc
appeared before me Dr. Dianne R. Nelson, who being by r
did say for herself, that she, the said Dr. Dianne R. !
Director of the Division of 0il, Gas & Mining, Departm
Resources, State of Utah, and she duly acknowledged to
Division executed the foregoing document by authority «

behalf of the State of Utah.

"*)—' q'\'}_\_l. _\_L:..__. ‘_ ..)-C.\‘v--é-
: - Notary Public
i Residing at: (S /2 o bo

My Commission Expires:

Moabey 20, 1989 ’

STATE OF COLORADO )
) ss:

COUNTY OF EL PASO

on the /Q*e day of
appeared before me W. Wesley Emer , who being by me -
did say that he, the said W. Weslev Emerson, is the Vi
Finance of Kaiser Coal Corporation and said instrument
in behalf of said corporation by authority of its by-1

, 1985, perso



e
resolution of its board of directors, and said W. Wesley Emersoﬁ | 1
duly acknowledged to me that said corporation executed the same. i
Notary ?Gblrcy
_ Residing at:?
My Commission Expires: _




EXHIBIT A

GENEVA MINE UNDERGROUND MINE
PERMIT BOUNDARY
UNDERGROUND PERMIT NO. ACT/007/013

The mine permit area is situated in Emery and Carbon Counties,
Utah, as follows:

Township 15 S. Range 14 E., SLM, Utah:

Section 27: §1/25W1/4;

Section 28: S8E1/4SEl/4;

Section 33: E1/2, E1/25W1/4;

Section 34: vil/2, SW1/4NEl/4, W1/25E1/4, SE1/4SEl/4;

Township 16 R. Range 14 E., S1iM, Utah:
Section 2: All;

Section 3: All;

Section 4: Lots 1, 8, 9, SEl/4, §1/28W1/4;
Section 5: SE1/4SEl/4;

Section 8: NE1/4NEl/4;

Section 9: NW1/4NW1/4, NE1/4NW1/4;
Section 10: El/2, E1/2NW1/4,‘NE1/4SWII4:
Section 11: wl/2;

Section 1l4: NwWl/4;

Section 15: N1/2NE1l/4.

The mine permit area is located on the U.S. Geological Survey 15
minute Woodside Quadrangle.
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KAISER SELF BONDING AND INDEMNITY AGREEMENT 200X 226  irazicR0s
' pace _514-525
§ . N M \'

COUN:F2 337 2R

THIS SELF BONDING AND INDEMNITY AGREEMENT entered into by
and between KAISER STEEL CORPORATION and KAISER COAL CORPORATION,
both Delaware corporations (ﬁerein jointly feferrgd to as “Kaiser");
the STATE OF UTAH, Department of Natural Resources, Division of 0Qil,
Gas & Mining (herein "Division™); and the U.S. DEPARTMENT OF THE
INTERIOR, OFFICE OF SURFACE MINING (herein "OSM").

WITNESSETH

-WHEREAS, the Division and 0SM have approved Kaiser's
application and reclamation plan for the Permanent Program Permit
No. ACT/007/007 (herein Permit No. ACT/007/007 ) for the Sunnyside
Mine in Carbon County, Utah under the Utah Coal Mining and

Reclamation Act, Utah Code Ann. § 40-10-1, et seq.,

‘1953, as amended ("ACT") and implementing regulations; concerning
the permit area specificaily described in Exhibit A; and

WHEREAS, Kaiser Steel Corporation assigned Permit No.
ACT/007/007 to Kaiser Coal Corporation by agreement dated March 28,
1985; and

WHEREAS, Kaiser wishes to obtain a bond to operate
underground coal mine Permit No. ACT/007/007 under Self Bonding Rule
UMC 800.23; and o _

WHEREAS, Kaiser has entered into a separate SELF BONDING
AND INDEMNITY AGREEMENT FOR THE GENEVA MINE, dated November 4, 1985,
recorded in Carbon County, Utah on November 12, 1985 at Book 254,

Page 633-40 and in Emery County, Utah on November 12, 1985 at Book
157, Page 369-76; and



' ¢ e 511

The conditions of the‘;bove obligations are such that:

l, Kaiser shall perform all duties and fulfill all '
requirements applicable to reclamation as set forth in the Act: the
regulations adopted pursuant to the Act and the conditions of Permit

No. ACT/007/007 issued by the Division.

2. The liability under this Agreement is coﬁditioned upon
successful reclamation of the disturbed permit area set forth on
Exhibit B as provided in the reclamation plan for Permit No. _
ACT/007/007 for a period of time and in the manner ;pecified in the
Act, regulations adopted pursuant thereto, and the conditions set
forth in Permit No. ACT/007/007 issued by the Division. At no time
shall the liability or responsibility of Kaiser hereunder exceed the
sum of $3,397,349.00 (1990 dollars). Provided, however, that the

Division may adjust the amount of liability hereunder as provided in

section 6 hereof.

3. Kaiser does hereby agree to indemnify and hold the

Division harmless from any claim, demand, liability, cost, charge or
/

-~

suit brought by a third party, as a result of Kaiser's féilure to
abide by the terms and conditions of the Reclamation Plan as set

/

N

forth in Permit No. ACT/007/007 and from any failure to comply with (\
the terms of the Self Bond Agreement. -

4. The Division shall give Kaiser notice of any claim and“).

any legal proceedings within the scope of the indemnity set forth at?

\
section 3. o



5. Upon successful completion of part or all of the N\

\

obligations secured hereby, Kaiser may petition the Division for a \
final release of part or all o} the obligations under this ‘
Agreement. Upon such petition, the Division shall timely conduct an
inspection to ascertain whether the duties and obligations of Kaiser
under the Act, regulations adopted pursuant thereto aﬁd Permit No.
ACT/007/007 have been fulfilled. If such duties and obligations
have been fulfilled, the Division shall release Kaiser from part or
all of its obligations under this Agreement and shall file a notice
of such release in the property records of Carbon County, Utah.”’J,/)
6. This Agreement shall be reviewed periodicall} by the
Division, or reviewed upon petition by Kaiser, in accordance with
the Act and implementing regulations and the amount of liability
under this Agreement may be adjusted upon order by the Baard of 0il,
Gas & Mining or upon written agreement between Kaiser and the
Division where it is clearly established that the cost of future
reclamation has materially changed.
7. In the event that this Agreement is terminated as
provided in paragraph 8 and Kaiser fails to provide a bond
acceptable to the Division within ninety days of termination, Kaiéer
will cease operations and immediatelylcommence reclamation in
accordance with the Reclamation Plan.
8. This Agreement may be terminated upon 90 days prior
vritten notice to the Division if terminated by Kaiser or upon 90
days prior written notice to Kaiser if terminated by the Division.

Upon such written notification, Kaiser will have ninety days as

. 017
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~ provided by UMC 800.23G to obtain an alternate form of bond to
secure reclamation obligations for Permit No. ACT/007/007 in the

same amount as the self bond. ; . -

S0 AGREED thiso?téz#/ day of ('%rd , 1985.

- KAISER STEEL CORPORATION

] l.L -}5’5’ By W &fo ﬂ |

7 Chathnace {Tesidet
|| —26-25 By Cd\g.._ﬁm A. YN8

Date -
VC-C.L- C/\‘m
KAISER COAL CORPORATION

Date

[-26-75 oy (ot A /D20
et
h- 7-6-4&/, By -

— - ..—'-‘/ -

Date Ve fRERDAT, A =
STATE OF UTAH, DEPARTMENT OF
NATURAL RESOURCES, DIVISION OF
OIL, GAS & MINING

(=l -5 By &MM_; @ Msv’n

Date Director

Date

APPROVED AS TO FORM:

]2-19-%S By

Date ' /lg'sistant Attorney General
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state of _ LAl )

. ) ss:
COUNTY OF zéa%@

on theo?Wday of C‘%IV » 1985, per onallly) appeared
. : h .

before me and ing by me
duly sworn did fay that he, the said

is the / —y P—_L_/ #f Kaiser Steel/Corpqration and

said ~Z —>%e W2V is the y o ? of

Kaiser Steel Corporation and said instrument was signed in behalf of
said corporation by authority of its b laws gr a resglution gf it
board of directors and said andm
duly acknowledged to me that said orporation executed the same.
gk . Notary PuBlic ]
Residing at: Wzé&a.raéh

MY SAN RO
MyCommission Expires:

Py RN I
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STATE OF W )
) ss:
COUNTY OFMW) ]
- On th&f&/d% f,,j/L(I'/- 1985, personally appeared
4éﬁ!Z¢Z£;;£ 2&&&“1

before me: A who being by me
duly swo di_d say that he, the said ;

is the of Kaiser, Coal rporation an .

said 15 the 2/ ovs (ot oadln P Dotz motr
Kaiser Coal Corporation and said instrument was signed in behalf of
said corporation by authorit f its bylaws a resolutiop,; of its

board of directors and sai ¢ and
duly acknowledged to me that said corporation executed the same.

Notary P 1

Residing at:c Agéo% %W
: : 4

!.‘_:,-'_..-q‘-_

: .,,If:",,“ O AR LT
AP R AT
... ..' - ._.

. b L R .!- . R
Commission Expires:

N | ol
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STATE OF /4.4 . )
) ss:
COUNTY OF fnt3 Loks )
L,..g.ﬂ .
On the (*~ day of Jarare, , 1988, personally -

appeared before me Dr. Dianne R..NelSon, who being by me duly sworn
did say for herself, that she, the said Dr. Dianne R. Nelson is the
Director of the Division of 0il, Gas & Mining, Department of Natural
Resources, State of Utah, and she duly acknowledged to me that said
Division executed the foregoing document by authority of law on -
behalf of the State of Utah.

- ' Residing at:

My Commission Expires:

b.[n- lA-; 2."); 1929
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EXHIBIT A
LEASE DESCRIPTION

Kaiser.Coal Corporation
Sunnyside Mines
ACT/007/007, Carbon County, Utah

January 6, 1985
Fee Land

(1) Deed dated February 28, 1951 through which Book Cliffs Corporation, a
Nevada corporation, conveyed and warranted to Kaiser Steel Corporation, a
Nevada corporation, title to tracts of land in Carton County, Utah. It was
recorded by the County Recorder of Carbon County, Utah, in Book 130, pages 80 - }

to 93 inclusive. Fee land included in the deed and within the permit area is
described as follows:

. - Township 14 South, Range 14 East, SLB&M. Utah
B '-séc77??‘?&75:‘§I7§'§WI727‘§I7§'sE%?Z:‘NW1/a SEl/4
*Sec. 7: NW1/4, SW1/4 NEN/4, EL/2 SW1/4, S1/2 SE1/4, NW1/4 SE1/4

vSec. 17: NEL/4, SE1/4 NW1/4, SW1/4, S1/2 SEL/4

Sec. 18: E1/2, S1/2 SW1/4, NE1/4 SW1/4, NWL/4 SW1/4, SW1/4 NW1/4
less the following described area: :

.Beginning at the NW corner of SWl/4 NW1/4 of Section 18, Township 14
South, Range 14 East:

thence S 450 05' E, 1,577.42 ft;
thence S 399 25' W, 1,755.22 ft;
thence N 2,472.87 ft to point of beginning.

*Sec. 19 and 20: All

Sec., 21: Wl/2

«Sec. 28 and 29: All .
«Sec. 30: NE1/4, NEL/4 NW1/4, NW1/4 SEL1/4 _
*Sec. 31: S1/2 NE1/4, NEL/4 NE1/4

+Sec. 32 and 33: All

Sec. 34: Wl/2

Township 15 South, Range 14, East, SLB&M, Utah
Sec. 3: Wl/2
+Sec. 4: All
oSec. 5: All
»Sec. 6: S1/2 SE1/4, SE1/4 SW1/4, portions of N1/2 SE1/4 and NE1/4

SW1/4, South of the D&RGW Railroad right-of-way,
oSec. 7: NL/2 NEX/4&, N3/4 NW1/4

oSec. 8: NE1/4 NE1/4, NL/2 NW1/4, NW1/& NE1/4
'Sec. 9: All

oSec. 10: Wl/2, SEl/4

oSec. 15: W1l/2, N1/2 NE1/4

-Sec. 16: El/2, NWl/4, E1/2 SWl1/4

Sec. 17: E1/2 NEL/4

591
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Federal lLeases

Federal Coal Leases numbers Salt Lake 062966-063363-Utah Ql0140, Utah

32083 and SL-068754. Areas within both the leases and the permit area are
described as follows:

Township 14 South, Range 13 East, SLB&M, Utah
' -_Sec)_. I: “sa'/"a,"ﬂ!/a SW1/4 -
+Sec. 12: Nwl/a, NEL/4, SE1/4,NEN/4 SW1/4 less the following
described area:

geginning at a point which bears S 1,320 ft from the Nw corner of Section
el2:
T thence S, 1,320 ft;

thence S 890 55'3gn E, 1,327.01 ft;

thence S, 1,320 rt;

thence S 890 53+ 15w E, 1,327.22 ft;

thence S, 1,320 ft;

thence S 899 5] E, 1,327.43 ft;
thence N 450 gs' o7 W, 5,623.40 ft to the place of beginning.

»Sec. 13: Portions of: NE1/4 NEl/4, E1/2 SEY/4, SW1/4 SEl/4, SE1/4

SW1/4, NE1/4 SW1/4, NWl/4 SW1/4, SWY/4 NW1/4 which are described as
follows:

Beginning at a point which bears 2,850 ft S #go 51' E from the SW correr
* of Section 13:

thence N 420 30' w, 4,215 ft;

thence N €10 ft;

thence S 420 3p¢ E, 3,730 ft;

thence N 470 30' g, 100 ft;

thence S 420 30' E, 1,450 ft;

thence N 890 5C' W, 710 ft to the point of beginning.

Becinning at the SE corner of Section 13:
¢ thence N 1,487.13 ft;

thence S 350 25' w, 1,920.39 ft;
thence S 890 50' ¢, 1,219.36 ft to the point of beginning.

Less the following described area:

Beginning at a point which bears S 1,320 ft from the NE corner of Section
e 138

thence N 890 51' w, 1,227.7¢ ft;
thence N 1,320 rt;

thence S 450 0S' 33" E, 1,874 ft to the point of beginning.

'Sec. 24: S1/2 SEl/4, Portions of: N1/2 NEl/4, SE1/4 NE1/&4, N1/2
SE1/4 and NE1/4 SW1/4 which are described as follows:



. eBeginning at the Nt corner of Section 24:
thence S O° 07' W, 1,814,87 ft;
thence S 57° 11' W, 430 ft;
thence N 380 23' W, 1,165 ft;
thence N 420 26' W, B6G.51 ft;

~thence N 3%9 5' g, 709.31 ft;

thence S 89° 50' E, 1,219.36 ft;

- thence S 45.54 ft to the place of beginning.

.Beginning at a point which bears N C° 02' E, 1,294.59 ft from the SE
corner of said Section 24:

“thence K 0P 02' E, 1,294.59 ft;
thence N (P 07' E, 830.41 ft;
thence S S79 11' W, 3,505.58 ft; ‘
thence S 859 E, %,280.00 ft to the place of beginning and
containing 80 acres more or less.

. Beginning at a point which bears N 89° 50' W 1,720 ft from the NE corner
of Section 24: -

thence N 890 50' W, 750 ft;

thence S 420 30' E, 2,900 ft;

thence N 570 11' E, 100 ft;

thence N 38° 23' W, 1,165 ft;

thence N 420 26' W, 860.51 ft;

thence N 350 25' E, 350 ft;

thence N 420 30' W, 400 ft to the point of beginning.

«Sec. l4: Portions of: NEl/4 which is described as follows:

Beginning at a point which bears 1,915 ft N 890 41' W from the NE corner
¢« Of Section 14:

thence S 420 30' E, 2,050 ft;

thence S 600 ft;

thence N 420 30' W, 1,400 ft;

thence S 48° 00' W, 1,525 ft;

thence S 175 ft;

thence N 89° 410 W, 315 ft;

thence N 300 ft;

thence N 48° 00' E, 1,775 ft;

thence N 420 30' W, 1,125 ft;

thence S 850 410 £, 500 ft to the point of beginning.

+Sec. 11: Portions SW1/4 SE1/4 which is described as follows:

Beginning at a point which bears 1,915 ft N 899 41' W from the SE corner
¢ of Section 11:

thence N 4C° 30' W, 1,150 ft;

thence S 48° 00' W, 380 ft;

thence S 420 30' E, 780 ft;

thence S 890 41 E, 520 ft to the point of beginmning.

.Sec. 25: NEl/4 NEl/4



Township 14 South, Range 14 East, SLB&M, Utah
sSec. 6: N/2 SWl/4
'Sec. 7: W1/2 SW1/4
'Sec. 8: SWl/4, SW1/4 SE1/4
«Sec. 17: W1/2 NW1/4, NEL/4 NWl/4, N1/2 SE1/4 _

*Sec. 18: EL/2 NW1/4, NW1/&4 NW1/4

Sec. 30: Nwl/4 NWl1/4, SEl/4 NW1/4, NE1/4 SWY/4, S1/2 SEl/4, MELl/4
SE1/4 S

eSec. 31: NWl/4 NEY/4

Carbon_County Lease

Coal lease, dated August 18, 1975, granted by Carbon County. of the state
of Utah, the lessor, to Kaiser Steel Corporation, the lessee. The lease

embraces the following described lands in Carton County, Utah, all of which
are within the permit area: ) -

Salt Lake Meridian, Utah

Township 14 South, Range 14 East
*Sec. 21: Stl/4
Sec. 27: SW1/4, SW1/4 NW1/4
oSec. 34: E1/2

Township 15 South, Range 14 East
+Sec. 3: EL/2
+Sec. 10: NEl/4

G247R
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EXHIBIT B

¢ —— - ——

See attached maps of disturbed permit area on file with the

Utah Division of 0il, Gas & Mining.



. . | ‘ ATTACHMENT 3

SELF BONDING AND INDEMNITY AGREEMENT

THIS SELF BONDING AND INDEMNITY AGHMM entered into by
and between KAISER STEEL CORPORATION and KAISER COAL CORPOR.ATION,
both Delavare corporations (herexn jointly referred to as *Kaiser");
the STATE OF UTAH, Department of Natural Resources, Division of 0il,
Gas & Mining (herein "Division").

” WITNESSETH

WHEREAS, United States Steel Corporation (herein "U.S.
Steel”) and Raiser Coal Corporation have entered into a Purchase and
Sale Agreement whereby the Wellington Preparation Plant and
associated permit rights will be transferred to Kaiser Coal
Corporation on the Closing Date specified by the Agreement (herein
the "Closing Date"); and

WHEREAS, the Division has tentatively approved Kaiser's
application td transfer the Permanent Program Permit No. ACT/007/012
(herein Permit No. ACT/007/012 ) for the Wellington Preparation
Plant located on the premises specifically described in Exhibit A in

Carbon County, Utah under the Utah Coal Mining and Reclamation Act,

Utah Code Ann. § 40-10-1, et seg., 1953, as amended

("Act") and implementing regqulations, subject to transfer of the
Wellington Preparation Plant and Permit No. ACT/007/012 to Kaiser

Coal Corporation on the Closing Date; and
WHEREAS, in compliance with Self Bonding Rule UMC 800.23,
Kaiser wishes to obtain a bond to operate the Wellington Preparation

Plant Permit No. ACT/007/012 which will become effective as of the

Closing Date; and



® @

WHEREAS, Kaiser has submitted for Division consideration a
separate Self Bonding and Indemnity Agreement for the Sunnyside Mine
vhich, upon approval, will be recorded in Carbon County, Utah; -and

WHEREAS, Kaiser has entered into a separate Self Bonding
and Indemnity Agreement for the Geneva Mine, dated November 4, 1985,
recorded in Carbon County, Utah on November 12, 1985 at Book 254,
Pages 633-40 as Entry No. 010152 and in Emery County, Utah on
November 12, 1985 at Book 157, Pages 369-76 as Entry No. 312052; and

wﬁEéﬁks, Kaiser Coal Corporation, in compliance with UMC
800.23B.1. has designated Denise A. Dragoo, Esqg., with the law firﬁ
of FABIAN & CLENDENIN, a Proféssional Corporation, 215 South State
Street, Twelfth Floor, Salt Lake City, Utah 84111, as its agent for
Service of Process in the State of Utah; and

WHEREAS, Kaiser Steel Corporation, in compliance with UMC

800.23B.2., has been in continuous operation as a business entity for

the last five years; and

WHEREAS, Kaiser Coal Corporation meets the financial
criteria for self bonding as set forth at UMC 800.23B.3.; and

ﬁHEREAS, Kaiser Coal Corporation has submitted to the
Division financial statements which meet the criteria set forth at
UMC 800.23B.4. accompanied by a fingncial report by Touche Ross &
Company.

Now; THEREFORE, in consideration of the premiSes and oiher
good and valuable consideration, the sufficiency and receipt of
vhich is hereby acknowledged, Kaiser does hereby agree as of the

Closing Date to be held and bonds to the Division and OSM for the



sum of $4,360,775.00 (1983 dollars) for the timely performance of
reclamation responsibilities for the Wellington Preparation Plant
pPermit No. ACT/007/012 in lawful money of the United States. By the
gubmission of this Self Bonding and Indemnity Agreement, Kaiser will
and truly binds itself, its successors and assigns, jqintly and '

severally, firmly by these presents.

The conditions of the above obligations are such that as of
the Closing Date:

1. KXaiser shall perform all duties and fulfill all
requirements applicable to reclamation as set forth in the Act, the
regulations adopted pursuant to the Act and the conditions of Permit
No. ACT/007/012 issued by the Division.

2. fThe liability under this Agreement is conditioned upon
successful reclamation of the permit area as provided in the
reclamation plan for Permit No. ACT/007/012 for a period of time and
in the manner specified in the Act, regulations adopted pursuant
thereto, and the conditions set forth in Permit No. ACT/007/012
jssued by the Division. At no time shall the liability or
responsibility of Kaiser hereunder exceed the sum of $4,360,775.00
(1989 Dollars). Provided, however, that the Division may adjust the
amount of liability hereunder as provided in section 6 hereof.

3. Kaiser does hereby agree to indemnify and hcld the
Division harmless from any claim, demand, liability, cost, chargé or
suit brought by a third party, as a result of Kaiser's failure to

abide by the terms and conditions of the Reclamation Plan as set

forth in Permit No. ACT/007/012 and from any failure to comply with

the terms of the Self Bond Agreement.

-3~
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4. The Division shall éivé Kaiser notice of any claim ahd
any legal.proceedings within the scope of the indemnity set forth at
Section 3. o : -

S. Upon successful completion of part or all of the
obligations secured hereby, Kaiser may_petition the Division for a
final'release of part or all of the obligations under fhis
Agreement. Upon such petitioh, the Division shall timely coﬁduct an
inspection to ascertain vhether the duties and obligations of Kaiser
under the Act, regulations adopted pursuant thereto and Permit No.
ACT/007/012 have been fulfilled. If such duties and obligations
have been fulfilled, the Division shall release Kaiser from part or
all of its obligations under this Agreement and shall file a notice
of such release in the property records of Carbon County, Uiah.

6. This Agreement shall be reviewed periodically by the
Division, or reviewed upon petition by Kaiser, in accordance with
the Act and implementing regulations and the amount of liability
under this Agreement may be adjusted upon order by the Board of 0il,
Gas & Mining or upon written agreement between Kaiser and the
Division where it is clearly established that the cost of future
reclamation has materially changed.

7. This Agreement may be terminated ﬁpon 90 days prior
written notice to the Division if terminated by Kaiser or upcn 90
days prior written notice to Kaiser if terminatéd by the bivision.
Upon such written notification, Kaiser will have ninety days as
provided by UMC 800.236 to obtain an alternate form of bond

acceptable to the Division to secure reclamation obligations for



Permit No. ACT/007/012 in the same amount as the self bond., 1In the
event that Raiser fails to provide a bond acceptable to the Division
vithin ninety days of termination of this Agreement, Kaiser will
cease operations and immediately commence reclamation in accordance
vith the Reclamation Plan.

8. In the event that Kaiser does not acqguire the
Wellington Preparation Plant and Permit No. ACT/007/012 from U.S.
Steel as provided by the terms of the Agreement by the Closing Date,

this Self Bonding and Indemnity Agreement will become null and void.

SO AGREED this _l4thday of _January %ﬁ%%

KAISER STEEL CORPORATION

Janvav‘y 14, 1986 By %nz:jrtw

Ll D@te Uh o Monty H. Rial

|
.n' *
[l | '

) Chairman of the Board, President

'.; and Chief Executive Officer

5 . -
A . )’ ~

.Uantxa';v 14, 1986 By__&(lhéo 4/77%—:.1

Date "W\~ Charles S. McNeil
President~-Coal Group
KAISER COAL CORPORATION

":;n:.t"r'v’ 14, 1986 | By_C!’\d..\_,(M /-)mm

-

Date‘ A Charles S. McNeil
vy 4. . :
SR NTY y" : President
.‘. |..‘.. . "f - ' . .‘l’ ‘ Yy e
* _“Januayvy 14, 1986 By

STATE OF UTAH3 DEPART T OF
NATURAL RESOURCES, DIVISION OF
OIL, GAS & MINING

__ January 31, 1986 C_?w
Date

Dxrector

-5
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APPROVED AS TO FORM:

\_Q{Mq -i,, /?Jé By

Date 0‘ Assistant Attorney Generai

STATE OF _Colorado )
' .- ) ss:
COUNTY OF El Paso . )
- 1986
On the l4th day of January » 1385, personally appeared
before me Montv H, Rial and Charles 5. McNeil who being by me

duly sworn did say that he, the said Monty H. Rial

is the Chief Executive Officer of Kaiser Steel Corporation and
said Charles 5. McNeil is the President -~ Coal Group of

Kaiser Steel Corporation and said insStrument was signed in behalf of
said corporation by authority of its bylaws or a resolution of its
board of directors and said H. Rial and _Charles §. McNeil

duly acknowledged to me that said corporation executed the same.

| Residing ati- 2.9 Bl 2677
My Commission Expires: C o184, ” o FoTe
N disean e 17 1787

N

N re

\|
. []
S g

STATE OF _ Colorado )
) ss:
COUNTY OF _El Paso ) -
1986 -

On the 1l4th day of January » 1985, personally appeared
before me Charles S, McNeil and Thomas L. Hopkins ___ vho being by me
duly sworn did say that he, the said Charles S. McNeil
is the _president of Kaiser Coal Corporation and
said Thomas L. Hopkins is the Secretary of

Kaiser Coal Corporation and said instrument was signed in behalf of



® ®

said corporation by" authority of its bylavs or & resolution of its
board of directors and said Charles S. McNeil and _Thomas L. Hopkins
duly acknowledged to me that said corporation executed the same.

/rary Publ K i . _

Residing at);c?v"- B & ¢77

y Coianion sopiress | Codndele KPNTR0 G5,
D iiptes 17 1787

-,‘./\\. )
. ._"-':‘ SN “..\

STATE OF Ll_+.=L )
) ss:

COUNTY OF o 5a LY lakso )

- On the 3[¢rday of \Jamuaonrs ; ' 198?, personally
appeared before me Dr. pianne R. Nelsdn, who being by me duly sworn
did say for herself, that she, the said Dr. Dianne R. Nelson is the
Director of the Division of Oil, Gas & Mining, Department of Natural
Resources, State of Utah, and she duly acknowledged to me that said

Division executed the foregoing document by authority of law on
behalf of the State of Utah.

< -
il

‘\c“‘-._‘.)‘_o ..i..\ ‘l. “‘ ‘.'- .-‘ ; N L. i
§ale " Notary #ublic
R Residing at:sSald /oa Cf, ,21%el

: n\"\"‘."z‘M ;Com_:_n

ission Expires:

0 .
My Y, M

Y )
Sl Loy 24, 199

-




followsi

EXHIBIT A

WELLINGTON PREPARATION PLANT
PERMIT BOUNDARY
PERMIT NO. ACT/007/012

‘The permit area is situvate in Carbon County, Utah, as

Township 15 South, Range 11 East, SLB&M:

. Sec. 8: SE1/4NEl/4 and SEl/4
Sec., 9: S1/2N1/2 and S81/2
Sec. 15: W1/2NWl/4
Sec. 16: All

Sec. 17: E1/2SEl1/4 and NE1l/4



. ATTACHMENT 4

KAISER COAL CORPORATION o
KAISER 42 SOUTH TEJON STREET, SUITE 800 @ P.O. BOX 2679
COAL COLORADO SPRINGS, COLORADO 80801-2679
(303) 4757005 ® TELEX 289 809
March 25, 1987 \

HAND DELIVERED . IECEIVED

pr. Dianne Nielson WAR 2 6 1987 N
Director !
Utah Division of 0il, Gas & Mining .
111 Triad, Suite 300 DIV, OIL, GAS, MIN::: =

Salt Lake City, Utah 84130-1203
RE: Supplemental Bonding Information
pDear Director Nielson:

During our meeting with the Utah Division of 0il, Gas &
Mining on Monday, February 23, 1987, and during a briefing session
with the Board of 0il, Gas & Mining on February 26, 1987, the
pDivision reguested that Kaiser Coal Corporation provide the State
of Utah with a statement concerning its ability to meet the
financial criteria for celf bonding. Under the most current
financial information available to date, copies of which are
attached, Kaiser Coal Corporation meets the following criteria
set forth at UMC 800.23:

a. UMC 823.D. Kaiser Coal Corporation's total finan-
cial indebtedness to the state of Utah for self
bonding requirements at the Sunnyside Mine, the
Horse Canvon Mine and the Wellington Preparation
Plant equal $8,676,773.00. This amount does not
exceed twenty-five percent of Kaiser Coal Corpor-
ation's tangible net worth in the United States
of $270 million. .

b. UMC 800.23B(iii): Fixed assets, exclusive of land
or coal in place, total at least $20 million
(Kaiser Coal Corporation’s fixed assets total
$72,376 million).

c. UMC 800.23B(dii): The ratio of total liabilities
o net worth is 2.5 times Or less (Kaiser Coal
Corporation's ratio is 0.4). John Gosney. Chief
of Financial Operations, indicates that the
December 31, 1986 balance sheets will, when completed,
also reflect compliance with the above criteria.




Dr. Dianne Nielson
March 25, 1987
Page Two

Unfortunately, based upon the enclosed balance sheets,
Kaiser Coal Corporation does not presently meet the current assets
to current liabilities ratio test set forth in UMC 800.23B(iii).
Specifically, the ratio of Kaiser Coal Corporation's current
assets to current liabilities is less than the statutory minimum
of 1.2. '

As such, it appears that at the present time, Kaiser
Coal Corporation does not meet all of the necessary criteria for
self bonding in the State of Utah. Pursuant to the terms of
applicable Self Bonding and Indemnity Agreements between Kaiser
Coal Corporation and the State of Utah, Kaiser anticipates that
notices will be forthcoming concerning the aforementioned self
bonding deficiency. Upon receipt thereof, Kaiser shall endeavor,
within ninety days, to replace or otherwise reinstate an acceptable
reclamation performance bond in accordance with such notice and
applicable laws, rules and regulations.

Finally, you should understand that, although Kaiser is
currently subject to the jurisdiction of the federal Bankruptcy
Court under Chapter 11 reorganization proceedings, it appears that
neither the debtor in possession or a trustee for the bankrupt
estate can abandon its reclamation responsibilities under state
and federal law. See Midlantic National Bank v. N. J. Department
-0f Environmental Protection 106 S.Ct. 755, 88 L.Ed. 2d. 849 (l986).
In reliance on this decision, the federal Bankruptcy Court in West
Virginia recently ruled that the post petition costs of reclaiming
an area disturbed by the debtor in possession while conducting a
surface coal mining operation was entitled to administrative
priority under 11 U.S.C. Section 503(b)(1)(A). In_re Pierce Coal
and Construction, Inc., 65 B.R. 521 (Bkrtcy. N.D. W.Va. 1986).

Please let me know if there is any additional information
which Kaiser Coal Corporation can provide to you with respect to
our compliance status.

Jee:jk

Enclosures

cc: Denise A. Dragoo, Esq.
Craig Christensen, Esq.

-



KAISER STESL (DRECRATION
Grop Balarce Steet
Noverbar 30,1986
119
Kaimer Prodots
{Thoumrds of dollare) Stael A/  Grup Ceal Disc,
Cexp, Elin, &Pipe Crap KX Corp. Otter  Oper,
PO | | ey
Cash ard securitiss 2,0% 0 4,0 615 0 26 o6 (9
Asconts Teceivable 16,573 (48) 3,0 @&, 0 3,420 -3} 4
Notas recsivable 6,53 0 ) 0 0 6% 0o 60
Inverrteriss 8,1% & 4,5 13mR o - 0 0 (55)
Othar ooTent somty S, %) 1,7 17,05 0 s 1,73 37
QzTent assets frem discorrtinued
opanations »5 % 0 0 0 0 0 0
Regizicted cash 9,04 ) 0 0 0 9,054 0 0
Cal resarves 2m .45 0 0 w85 0 0 0 Lv]
Llard &,915 0 2 BT o] »,m 7.™ o]
Buildings ¥,05  (3,851) 7,0 15,50 0 W07 0 38
Yechinary ardl equiprent 14,65 5,73) €, T3, 0 1,22 0 4]
o 4,555 ] 2 44 0 & 0 0
Accunilated depreciation & depletion (%5,171) 2 (11,886) (20,5%) o (2= (%) (12,
Proparty, plant and equipment, net 497,614  (9.5R2) BAF 39,087 0 2,30 7T 9%
Fotes receiwmhle o5 0 o] 0 0 0 o] o5
Otrer amsets €0, 74 (1) 2 28,75 0 B8 m 6%x0
Exceas prehase price over Giir vale 2,20 (o] (<] 0 0 R 0 0
Leng-tert aasete from disoontined
cperaticrs 9,53 5,363 ] ) 0 0 0 ¢
Total sasets 675,655 0 6,57 (2,9 0 19,05 104D DAT



RAISER ETREL CORFCRATION
Grop Mlance Sheet
Kovazber 30,1985
b, ) .
Kaisar Preducts
houmrds of dollare) Steel  Ad)/ Crap Cenl Disc.
- Cap. Rl &Pip GCrp KX Cezp, Other  Opar.

Ourert porties of long-torn debt 45,32 0 &5 W& 0 Mz 22 0
Acconts paysble 16,55 (14) 32% 8¢ ] 4,763 o 124
Dployrant conts 12,116 (14) 5317 3,80 0 2,59 0 .. 14
Interest 2,87 0 0 152 0 65 » 0
Shution of steelmaking and fintshing 0 (%,027) 0 0 0 0 0 »x
Othar arrent Labilities 5,28 “W5 1% 1,%5 0 1,754 b1} %5
Orrant Labilitiss fror dimeortined
Series B preferrwd stock redeermtls 23,014 ° 0 0 0 3,04 0 0
Tt Liabilities W3, 341 0 VAR 9 0 420 287 BED
rg-tare debt 90,85 0 17.2% 60,40 0 9,913 400 0
swr liabilities &,610 (79) 2,212 2,7 0 Ox 0 ™=
ng-tarz labilities fren disconttrumd e '
penntions & 57 7% 0 ) 0 0 0 257
Capltal stock ard anplus : 125,085 (¢] 0 T Q 0 15,85 o] 0
Retaired sammings: :

YID 1955 samnings (37,47) 0 (1,68) 22 251 (1235 (145) (5,%)

Begiming mlance / other (2,6%) 0 225 26,7 (2,5M) (M,5) (S8 (2%,775)

Balance at 11/%0/85 (57.867) 0 D627 38,00 0 (wo.m51) 3,193 (XR,%£)
tockholders' equity 7,218 0 20,27 =00 0 2,2 3,99 (%)
iabilities and Steckholdere’ Equity 679,655 0 6,97 4%,% 0 119,05 WAD LD

b —— - -1 i L ] [ ] p— - ] ] AE—— SNNE——
R .. - L i "
vy w0 W



r | . _ . ATTACHMENT 5
k ‘STATE OF UTAH I Nomnan H. Bangerter, Governor

) Dee C. Hansen, Executive Director
gﬁ\ngsA : S.Ensn?gu RCES Dionne R. Nielson, Ph.D., Division Director

355 W. North Temple - 3 Triod Center - Suite 350 - Salt Lake City, UT 84180-1203 - 801-538-5340

March 26, 1987

CERTIFIED RETURN RECEIPT REQUESTED s
NO. P 402 458 224 T

Jeffrey C. Collins, Esq.

Kaiser Coal Corporation

102 South Tejon Street, Suite 800
Colorado Springs, Colorado 80901-2679

Dear 1lins:

Re: Alternate Bond Form Request, Kaiser Coal Corporation,
Sunnyside ACT/007/007, Wellington ACT/007/012, and Horse
Canyon ACT/007/013, Folder No. 5, Carbon County, Utah

The Division has received and reviewed your letter of
March 25, 1987, notifying the Division that Kaiser does not meet all
necessary criteria for self-bonding. Therefore, in accordance with
UMC 800.23(G), the Division hereby notifies Kaiser Coal Corporation
that an alternate form of bond in the amount of $8,676,823 must be
posted with the Division within 90 days of receipt of this letter.

If Kaiser fails to post an adequate substitute bond within 50
days, the provisions of UMC 800.16(E) shall apply. The operator
will cease coal extraction and will immediately begin to conduct
reclamation operations in accordance with the reclamation plan.

If you have questions, please let me know.

Best regards,

3,

Dianne R. Nielson
Director

PGL/ jb
cc: K. May
L. Braxton
P. Grubaugh-Littig
B. Roberts

J. Whitehead
8808R/6

an equal opportunity employer





