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Minimun Regulatory Reqtirements :

General-.

After a permit appTication
permit is issued, the applicant
a form prescribed and furnished
for performance made payabTe to
the faithfuT performance of a77
regulatory program, the permit,

has been approved, but before a
sha77 f i le with the Division, on
by the Division, a bond or honds
the Division and condit ioned upon
the requirements of the Act, the
and the recTamation pl-an.

The bond or bonds shaLl cover the entire permit area, or an
identif ied increment of fand within the permit area upon which
the operator wil-L init iate and conduct surface coal mining and
reclamation operations during the init ial term of the permit. As
surface eoaL mi-ning and recTamation operations on succeeding
increments are init iated and conducted within the permit area,
the permittee shaTL f i l-e with the Division an addit ionaL bond or
bonds to cover such increments.

The operator shaLl identify the init ial and success:ve areas
or increments for bonding on the permit appTication map and sha77
specify the bond amount to be provi-ded for each area or
increment. Independent increments shall  be of suff icient size
and configuration to provide for eff icient recTamation aperations
shouTd reclamation by the Division become necessary.

An operator shalT not disturb any surface areas, succeeding
increments, or extend any underground shafts, tunneTs, or
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operations priot to acceptance by the
performance bond.

Divis ion of the required

The appTicant sha77 f i7e, with the approval of the Division,
a bond or bonds under one of the foTTowing schemes to cover the
bond. amounts for the permit atea as determined: a performance
bond or bonds for the entire permit atea; a cumulative bond
schedule and the performance bond required for fu77 recfamat,ion
of the init ial- area to be disturbed; oT, an incremental-bond
scheduTe and the performance bond requited fot the first
increment in the schedule.

Forn of bond.

The Division sha77 prescribe the form of the performance
bond. The Division may a77ow for: a surety bond; a coTTateral
bond"; a self-bond; or a combination of any of these bonding
methods.

Performance bond TiabiTity sha77 be for the duration of the
surface coal mining and recTamation opetation and for a period
which is coincident with the operator's period of extended
responsibiTity for successful revegetation or untiT achievement
of the recl-amation requirements of the Act, regulatory programsl
and permi t ,  whichever  is  Later .

With the approval of the Division, a bond may be posted and
approved to guarantee specif ic phases of reclamation within the
permit area provided the sum of phase bonds posted equals or
exceeds the total- amount required. The scope of work to be
guaranteed and the TiabiTity assumed under each phase bond shall
be  spec i f i ed  i n  de ta iL .

Isolated and cTearTy defined port ions of the petmit atea
requiring extended TiabiTity may be separated from the originaL
area and bonded separateTy with the approval of the Division.
Such areas sha77 be Timited in extent and not constitute a
scattered, intermittent, or checkerboard pattern of fai l-ute.
Access to the separated areas for remedial work may be included
in the area under extended liabiTity if deemed necessaty by the
Div is ion.

The bond TiabiTity of the permittee sha77 incTude only those
actions which he or she is obTigated to take under the permit,
incLuding completion of the reclamation pLan, so that the J-and
wiTl be capable of supporting the postmining Tand use approved.
ImpLementation of an aLtetnative postmining Tand use which is
beyond the control- of the permittee, need not be covered by the
bond. Bond l iabi l i ty for prime farmland shall  be as specif ied in
Sec t i on  800 .40  ( c )  ( 2 )  .
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Analys is :

The curyent  rec lamat ion bond is  for  $699,000 and cover  t .he 34.2
acres in  the d is turbed area.  The bond calcu lat ions were done in
Lgga and have been adjusted for  in f la t ion.  The Div is ion d id not
have t ime to thoroughly review the bond calculation during the
midterm review. A complete bond review wil- l-  the preformed in the
future.  At  that  t ime the Div is ion may requi re a bond adjustment .
At this t ime the Division has no reason to believe that the mines
in the Centennial- Project, are no adequately bonded.

Andalex Resources is insured by the Federal- Insurance Company.
Current ly  t .he pol icy  l - imi ts  are:

Genera l  Aggrega te  $2 ,0  00 .  000
Produc t s -Comp /Op .  Agg .  $2 ,000 ,000
Persona l -  &  Adv .  I n j u r y  $1 ,000 ,000
Each  Occu r rence  $1 ,000 ,000
F i re  Damage  (any  one  f  i r e )  $1 -00 ,000
Medica l  Expense (any one person)  $1-0,  000

The policy contains a r ider requir ing the insurer to notify t.he
Division whenever substant. ive changes are made in the policy
inc lud ing terminat ion or  fa i lure to  renew. The pol icy  meets or
exceeds al l  regulatory requirements.

Findings:

Andalex Resources has adequate insurance and reclamation bond for
the Centennia l  Pro ject .  The insurance pol icy  meets or  exceeds
al-I regulatory requirements. The recl-amation bond amount has
been calcu lated by the Div is ion and adjusted for  in f la t ion.
Based on the Div is ion currenL rec l -amat ion cost  est imate the bond
amount is adequate.
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