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INSPECTION REPORT
DEPARTMENT OF NATURAL RESOURCES

) DIVISION OF OIL, GAS AND MINING

1594 West North Temple, Suite 1210

Michael O Leavitt J pox 145801 Partial: XXX Complete:_ Exploration:__

Ted Stewart | Salt Lake City, Utah 84114-fRQbection Date & Time:_3/30/98 / 10:00a.m.-12:00p.m.

Executive Director (801) 538-5340 .
James W. Carter || (801) 359-3940 (Fax) Date of Last Inspection: _2/26/98

Division Director
Mine Name:__Soldier Canyon Mine  County._Carbon _ Permit Number; ACT/007/018
Permittee and/or Operator's Name:__Canyon Fuel Company
Business Address:__P.QO. Box 1029, Wellington, Utah 84542
Type of Mining Activity: Underground XXX Surface  Prep. Plant___ Other _
Company Official(s):____Dave Spillman
State Officials(s):__Peter Hess Federal Official(s):___None

&7 | State of Utah

Weather Conditions: Overcast, Flurries during inspection
Existing Acreage: Permitted- 5186.17 Disturbed- 24 Regraded- 0 Seeded- O Bonded- 95.2
Increased/Decreased: Permitted-____ Disturbed-___ Regraded- _ Seeded-___ Bonded- __

Status: _Exploration/ XXX Active/_Inactive/__Temporary Cessation/__Bond Forfeiture
Reclamation (__Phase I/__Phase II/__Final Bond Release/__ Liability Year)

REVIEW OF PERMIT, PERFORMANCE STANDARDS & PERMIT CONDITION REQUIREMENTS
Instructions
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 N/A.
b.  For partial inspections check only the elements evaluated.

2. Document any noncompliance situation by referencing the NOV issued at the appropriate performance standard listed below.

3. Reference any narratives written in conjunction with this inspection at the appropriate performance standard listed below.

4. Provide a brief status report for all pending enforcement actions, permit conditions, Division Orders, and amendments.

EVALUATED N/A COMMENTS  NOV/ENF

PERMITS, CHANGE, TRANSFER, RENEWAL, SALE XX L1
SIGNS AND MARKERS 1
TOPSOIL
HYDROLOGIC BALANCE:
DIVERSIONS

SEDIMENT PONDS AND IMPOUNDMENTS
OTHER SEDIMENT CONTROL MEASURES
WATER MONITORING

EFFLUENT LIMITATIONS

EXPLOSIVES

DISPOSAL OF EXCESS SPOIL/FILLS/BENCHES
COAL MINE WASTE/REFUSE PILES/IMPOUNDMENTS
NONCOAL WASTE

PROTECTION OF FISH, WILDLIFE AND
RELATED ENVIRONMENTAL VALUES

SLIDES AND OTHER DAMAGE
CONTEMPORANEOUS RECLAMATION
BACKFILLING AND GRADING

REVEGETATION

SUBSIDENCE CONTROL

CESSATION OF OPERATIONS

ROADS:
CONSTRUCTION/MAINTENANCE/SURFACING
DRAINAGE CONTROLS

OTHER TRANSPORTATION FACILITIES
SUPPORT FACILITIES/UTILITY INSTALLATIONS
AVS CHECK (4th Quarter-April, May, June) (date)
AIR QUALITY PERMIT

BONDING & INSURANCE
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INSPECTION REPORT
(Continuation sheet) Page 2 of _2

PERMIT NUMBER: ACT/007/018 DATE OF INSPECTION: 3/30/98
(Comments are Numbered to Correspond with Topics Listed Above)

Note: The Soldier Canyon site had received approximately four inches of fresh snow within the
previous 72-hour period. Flurries occurred during today’s inspection.

1. PERMITS, CHANGE, TRANSFER, RENEWAL, SALE

It is now known that the sale of the Canyon Fuel Company mine’s in Utah to the Beacon-
MAPCO Corporation has not come to fruition. According to Mr. Spillman, the sale of
Canyon Fuel to ARCH Minerals of St. Louis should be finalized by mid-May of this
year.

3. TOPSOIL

The Division has requested that the permittee treat the cheat grass on the topsoil piles
with ROUNDUP to prevent to the extent possible the spread of this undesirable plant
species to the new topsoil piles from the newly permitted Dugout Mine. Separate piles of
topsoil from Dugout will be stored in this same area. As noted in the inspection reports
of this area during the summer months of 1997, most of the area of the Soldier Canyon
topsoil piles is covered with cheat grass. The root structure of cheat grass is minimal. In
consideration of the fact that cheat grass dies early and becomes tinder early in the
summer, another species of vegetative cover needs to be implemented on the Soldier
Canyon piles to prevent the erosional loss of this resource. The re-seeding of these piles
may need to be an option.

The permittee has initiated the treatment of the cheat grass, but completion of this job is
pending as of today’s inspection.

4a. HYDROLOGIC BALANCE: DIVERSIONS

Due to the amount of snow which had been bladed off of the main Canyon road, most of
the diversions at the site were not capable of being inspected this day.

NOte: This inspection report does not constitute an affidavit of compliance with the regulatory program of the Division of Oil, Gas, and Mining.

Copy of this Report:
Mailed to:__Dave Spillman (Canyon Fuel) Henry Austin (OSM)
Given to:_Joe Helfrich (DO Filed to: Price Field Office
Date: March 30, 1998

Inspector's Signature: e #39

Peter Hess



[‘3\ State of Utah

v DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING
Michacl O [eawitt PO Box 145801

1594 Wes! North Temple, Suite 1210
Governor
Salt Lake City, Utah 84114-5801

Ted Stewart
Executive Director 801-538-5340
Lowell P Braxton 801-359-3940 (Fax)
Bivision Director 801-538-7223 (TDD}
March 27, 1998
To: Mary Ann Wright, Associate Director, Mining
From: Pamela Grubaugh-Littig, Permit Supervisdr, #~¢*
. ; ).

Re: Attorneyv General Review Requested. Insurance - Explosives Coverage, Canyon Fuel

Company, LLC, Skyline Mine, ACT/007/005. Soldier Canyon Mine, ACT/007/018.
Banning [oadout, ACT/007/034, Dugout Canyon Mine, ACT/007/039, SUFCO Mine,
ACT/041/002, Folder #3, Carbon and Sevier Counties, Utah

There have been some questions recently about the “Explosives vs. Explosion” language in the
coverage for public liability insurance. Most of the Certificates of Insurance for coal mining operations
note “XCU” on the certificate which, I believe, has met the requirements of R645-301-890.100
(attached).

On a recent inspection at Skyline Mine, Steve Demczak, Division inspector, asked Chris Hansen
from Canyon Fuel Company, LLC about the terms on their Certificate of Insurance “Explosion &
Collapse Hazard Underground and Surface”. Chris Hansen called me about this and I told him that [
would look into the situation. I faxed Kerry Frame, also with Canyon Fuel Company, LLC, a copy of our
regulations.

Today, Mr. Frame faxed me a memo that he sent to their Insurance Division Administrator,
(attached). The rule (R645-301-890.100) states that, “Such policy will provide for personal injury and
prroperty damage protection in an amount adequate to compensate any persons injured or property
damaged as a result of the coal mining and relcamation operation, including the use of explosives and
who are entitled to compensaion under the applicable provision of state law.

The Insurance Division Administrator in speaking to Mr. Frame stated that “it may be that the
applicable state law contains limiting language to minimize those who would be eligible; in which case
the coverage would be strengthened. However, she does not know but what the state law language that
applies which may broaden enbtitlement ot the general public such that other parties not directly
involved in an incident might be included.” Without a copy of the state law in hand defining who is
‘entitled’, she cannot explicitly state that the requirements of the DOGM’s rules are met.”

In response to her questions I am requesting specific clarification is requested as to which other
state law languages are referenced. Thank you.

Attachments
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Canyon Fuel Company Internal Correspondence @/F
Date: March 27, 1998
To: Chris Hansen
From: Kerry Frame
Subject: Explosives Insurance

| have enquired with Julia Fisher about our coverage for “use of explosives.” She is the
[nsurance Division Administrator for Atlantic Richfield in Los Angeles.

She confirmed that our liability insurance x,c,u clause is three separate coverages. The
“explosion” coverage extends to third parties that are injured as a result of our actions with the
use of explosives — whether on the surface or underground. For example, if we experienced a
catastrophy as a result of an incident related to one of our powder magazines on our surface
facilities, third party personal injuries and property damage would be covered up to amounts
shown on the certificate. Of course, our own employees would be covered under our Worker’s
Compensation insurance.

Julia did have one concern, however, about the language under section R645-301-890.100 of the
DOGM’s regulations wherein it says “. . . and who are entitled to compensation under the
applicable provisions of statc law.” It may bc that the applicable state law contains limiting
language to minimize those who would be eligible; in which case our coverage would be
strengthened. However, she does not know but what the state law language may broaden
entitlement to the general public such that other parties not directly involved in an incident might
be included. Without a copy of the state law in hand defining who is “entitled ”, Julia can not
explicitly state that we meet this requirement of DOGM’s rules. We nced specific clarification
from DOGM as to which other state law language they are referencing.

KAF

XC: Mike Davis
Julia Fisher
Jim Hunter
Rick Parkins

Wess Sorensen
Dave Spillman.
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.301-800. Coal Mine Permitting: Boading and losuraoce

in . s

Revised October 1. 1994

880 700

880.800.

880.900.

880.910.

880.911.

880.912.

880.912.1.

880.912.2.

880.920.

MUW42mbwwf

public heaning will be held 1n the locality of the coal
muning and reclamation operations from which bond
release 1s sought, or at the location of the Division office,
at the option of the objector

For the purpose of the heanng under R645-301-880 600.
the Division will have the authonty 10 admuruster oaths.
subpoena witnesses or writien or pnnted matenal, compel
the atendance of witnesses or the production of matenals
and take evidence including, but not limuted to, inspection
of the land affected and other surface coal muning
operations carmied on by the applicant in the general
vicinity. A verbatim record of cach public heaning will be
made and a transcnpt will be made available on the motion
of any party or by order of the Division.

Without prejudice to the nght of an objector or the

applicant, the Division may hold an informal conference *

as provided in UCA 40-10-13(a) of the Act 10 resolve such
wrinten objections. The Division will make a record of the
informal conference unless waived by all parties, which
will be accessible to all parties. The Division will also
furnush all parties of the informal conference with a
wntten finding of the Division based on the informal

conference and the reasons for said finding
Forfeiture of Bonds.

If an operator refuses or is unable 1o conduct reclamation
of an unabated violation, if the terms of the permit are not
met, or if the operator defaults on the conditions under
which the bond was accepted. the Division will take the
following action to forfeil all or part of a bond or bonds
for any permit area or an increment of a permit area:

Send wnatten notification by certified mail, return receipt
requested, to the permitiee and the surety on the bond, if
any, informing them of the determination to forfeit all or
part of the boand including the reasons for the forfeiture
and the amount 1o be forfeited. The amount will be based
on the estimated total cost of achieving the reclamation
plan requirements;

Advise the permittee and surety, if applicable, of the
conditions under which forfeiture may be avoided. Such
conditions may include, but are not limited to:

Agreement by the permittee or another party to
perform reclamation operations in accordance with a
compliance schedule which meets the conditions of
the permit, the reclamation plan and the State
Program and a demonstration that such party has the
ability to satisfy the conditions; or

The Division may allow a surety 1o complete the
reciamation plan, or the portion of the reclamation
plan apphcable to the bonded phasc or increment, if
the surety can demonstrate an ability to complete the
reclamation in accordance with the approved
reclamation plan. Except where the Division may
approve partial release authorized under R645-301-
880.100 through R645-301-880.800, no surety
Liability will be released until successful completion
of all reclamation under the terms of the permit,
including applicable lLability periods of R645-301-
820.300.

In the event forfeiture of the bond is required by this

section, the Division will:
Sbi{
I/

[100]

880 w2}

880 Q22

880.930

880.931

880.932

Prosecd to collect the forfeited amount as provided by
applianle laws for the collection of defaulted bonds of
Jebts 1f actions 1o avoid forfeiture have not been

if any, have 0ot been

athes
or o nghis of appeal,
cd within & ume established by the Division, or it

(akcr
CXCI. i
s appeal f waken. s unsuccessful; and

Uise tumds coliected from bond forfeiture 10 complete the
reclimation plan. or portion thereof, on the permut arca or

increment, 1o which bond coverage applies.

Upon defaull the Division may cause the forfeiture of any
and ali bonds deposiied 10 complete reclamation for which
the bonds were posted. Bond Lability will extend 1o the
entire permut area under conditions of forfeiture.

In the event the esumated amount forfeited is insufficient
ta pay for the full coq of reclamation, the operator wall be
tiable for remaiming costs. The Division may complete, or
authorize completon of, reclamation of the bonded area
and may recover from the operator all costs of reclamation
i excess of the amount forfeited.

in the event the amount of performance bond forfeited was
more than the amount necessary o complete reclamation,
the unused funds will be remrned by the Division to the
pany from whom they were collected.

890. Terms and Coadstions for Liability Insnrance.

890.100

890.200.

850.300.

890.400.

The Division wall require the applicant to submit as part of
s permut application a certificate issued by an insurance
company authonzed to do business in Utah certifying that
the applicant has a public Liability insurance policy in
force for the coal mining and reclamation activities for
which the permit is sought. Such policy will provide for
personal igjury and property damage protection in an
smount adequate o compensale agy persons injured or
property darmaged as a result of the coal mining and
reclamaton operations, including the use of explosives and /
who are emtided to compensation under the apphcab]e
provisions of state law. Minimum insurance coverage for
bodily injury and property damage will be $300,000 for
cach occurrcaoce and $500,000 aggregate.

The policy will be maintained in full force during the life
of the permint or any rencwal thereof, including the hability
penod necessary to complete all reclamation operations
under this chapter

The policy will include a nider requiring that the insurer
notfy the Division whencver substantive changes are made
w the polrcy inchuding any termination or failure to renew.

The Division may accept from the applicant, in licu of a
cerificate  for a public hLability insurance policy,
sausfactory cvidence from the applicant that it satisfies
applicable state sclf-insurance requirements approved as
part of the State Program and the requirements of R645-
301-890.100 through R645-301-890.300.

KEY: reclamation, coal mines

December 18, 1995

40-10-1 et seq.
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