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Project

BONDING AND INSURANCE REQUIREMENTS

Regulatory Reference: 30 CFR Sec. 800.
Minimum Regulatory Requirements:

General.

After a permit application has been approved, but before a
permit is issued, the applicant shall file with the Division, on
a form prescribed and furnished by the Division, a bond or bonds
for performance made payable to the Division and conditioned upon
the faithful performance of all the requirements of the Act, the
regulatory program, the permit, and the reclamation plan.

The bond or bonds shall cover the entire permit area, or an
identified increment of land within the permit area upon which
the operator will initiate and conduct surface coal mining and
reclamation operations during the initial term of the permit. As
surface coal mining and reclamation operations on succeeding
increments are initiated and conducted within the permit area,
the permittee shall file with the Division an additional bond or
bonds to cover such increments.

The operator shall identify the initial and successive areas
or increments for bonding on the permit application map and shall
specify the bond amount to be provided for each area or
increment. Independent increments shall be of sufficient size
and configuration to provide for efficient reclamation operations
should reclamation by the Division become necessary.

An operator shall not disturb any surface areas, succeeding
increments, or extend any underground shafts, tunnels, or
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operations prior to acceptance by the Division of the required
performance bond.

The applicant shall file, with the approval of the Division,
a bond or bonds under one of the following schemes to cover the
bond amounts for the permit area as determined: a performance
bond or bonds for the entire permit area; a cumulative bond
schedule and the performance bond required for full reclamation
of the initial area to be disturbed; or, an incremental-bond
schedule and the performance bond reguired for the first
increment in the schedule.

Form of bond.

The Division shall prescribe the form of the performance
bond. The Division may allow for: a surety bond; a collateral
bond; a self-bond; or a combination of any of these bonding
methods.

Performance bond liability shall be for the duration of the
surface coal mining and reclamation operation and for a period
which is coincident with the operator’s period of extended
responsibility for successful revegetation or until achievement
of the reclamation requirements of the Act, regulatory programs,
and permit, whichever is later.

With the approval of the Division, a bond may be posted and
approved to guarantee specific 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 liability assumed under each phase bond shall
be specified in detail.

Isolated and clearly defined portions of the permit area
requiring extended liability may be separated from the original
area and bonded separately with the approval of the Division.
Such areas shall be limited in extent and not constitute a
scattered, intermittent, or checkerboard pattern of failure.
Access to the separated areas for remedial work may be included
in the area under extended liability if deemed necessary by the
Division.

The bond liability of the permittee shall include only those
actions which he or she is obligated to take under the permit,
including completion of the reclamation plan, so that the land
will be capable of supporting the postmining land use approved.
Implementation of an alternative postmining land use which 1is
beyond the control of the permittee, need not be covered by the
bond. Bond liability for prime farmland shall be as specified in
Section 800.40(c) (2).
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Determination of bond amount.

The amount of the bond required for each bonded area shall:
be determined by the Division; depend upon the requirements of
the approved permit and reclamation plan; reflect the probable
difficulty of reclamation, giving consideration to such factors
as topography, geology, hydrology, and revegetation potential;
and, be based on, but not limited to, the estimated cost
submitted by the permit applicant.

The amount of the bond shall be sufficient to assure the
completion of the reclamation plan if the work has to be
performed by the Division in the event of forfeiture, and in no
case shall the total bond initially posted for the entire area
under 1 permit be less than $10,000.

An operator’s financial responsibility for repairing
material damage resulting from subsidence may be satisfied by the
liability insurance policy required in this section.

Terms and conditions for liability insurance.

The Division shall require the applicant to submit as part
of its permit application a certificate issued by an insurance
company authorized to do business in the United States certifying
that the applicant has a public liability insurance policy in
force for the surface coal mining and reclamation operations for
which the permit is sought. Such policy shall provide for
personal injury and property damage protection in an amount
adequate to compensate any persons injured or property damaged as
a result of the surface coal mining and reclamation operations,
including the use of explosives, and who are entitled to
compensation under the applicable provisions of State law.
Minimum insurance coverage for bodily injury and property damage
shall be $300,000 for each occurrence and $500,000 aggregate.

The policy shall be maintained in full force during the life
of the permit or any renewal thereof and the liability period
necessary to complete all reclamation operations under this
Chapter.

The policy shall include a rider requiring that the insurer
notify the Division whenever substantive changes are made in the
policy including any termination or failure to renew.

The Division may accept from the applicant, in Ilieu of a
certificate for a public liability insurance policy, satisfactory
evidence from the applicant that it satisfies applicable State
self-insurance requirements approved as part of the regulatory
pbrogram and the requirements of this section.
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Analysis:

The current reclamation bond is for $699,000 and cover the 34.2
acres in the disturbed area. The bond calculations were done in
1991 and have been adjusted for inflation. The Division did not
have time to thoroughly review the bond calculation during the
midterm review. A complete bond review will the preformed in the
future. At that time the Division may require a bond adjustment.
At this time 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.
Currently the policy limits are:

General Aggregate $2,000,000
Products-Comp/Op. Agg. $2,000,000
Personal & Adv. Injury $1,000,000
Each Occurrence $1,000,000
Fire Damage (any one fire) $100,000
Medical Expense (any one person) $10,000

The policy contains a rider requiring the insurer to notify the
Division whenever substantive changes are made in the policy
including termination or failure to renew. The policy meets or
exceeds all regulatory requirements.

Findings:

Andalex Resources has adequate insurance and reclamation bond for
the Centennial Project. The insurance policy meets or exceeds
all regulatory requirements. The reclamation bond amount has
been calculated by the Division and adjusted for inflation.

Based on the Division current reclamation cost estimate the bond
amount is adequate.
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