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This message is intended for the use of the individual or entity of which it is
addressed and may contain information that is privileged, confidential and exempt from disclosure
under applicable law . If the reader of this message is not the intended recipient, you are hereby
notified that any dissemination, distribution, or copying of this communication is strictly prohibited .
If you have received this communication in error, please notify us immediately by telephone and
return this original message to us at the above address via regular postal service . Thank you .

1594 West North Temple, Suite 1210
PO Box 145801M ichael O. Leavitt

Governor Salt Lake City, Utah 84114-5801
(801) 538-5340 telephoneRobert L. Morgan

Executive Director (801) 359-3940 fax

Lowell P Braxton (801) 538-7223 TTY
Division Director www.nr.utah .gov



REPLACEMENT

Department of Natural Resources
Division of Oil, Gas and Mining
Att: Pamela Grubaugh-Littig
3 Triad Center, Suite 350
355 West North Temple
Salt Lake City, UT 84180-1203

C .W . MINING COMPANY aka
Co-op Mining Company
53 West Angelo Avenue
Salt Lake City, Utah 84115

Gentlemen :

AUG 2 7 1991

REPLACEMENT
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REPLACEMENT

Date : August 15, 1991

IRREVOCABLE STANDBY LETTER OF CREDIT
No . 1055
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DAT , P

	

OF E

	

Y J ly 12 1992
a tal C y

	

220 : South
t

	

Salt ake City, r ah

AMOUNT : US $290,000 .00
TWO HUNDRED AND NINETY THOUSAND AND
NO/100

On behalf of C.W . MINING COMPANY aka CO-OP MINING COMPANY, we hereby
establish our Irrevocable Letter of Credit in your favor, payable in part or
full to the State of Utah, Division of Oil, Gas and Mining, available by your
draft(s) in an amount not to exceed $290,000 .00 . Upon receipt of a itten
demand by the Division of Oil Gas and Mining (DOGM) pursuant to R---301-
880,900, because of any violation of the surface mining control and
reclamation act, the regulatory program, the permit and the reclamation plan .

This Letter of Credit
t will automatically

be extended for periods of one year from any scheduled expiration date (as
originally scheduled or automatically extended) unless ninety (90) days prior
to such date we notify you in writing by certified mail, return receipt
requested, that we elect not to renew this letter of credit for such
additional period .

(801) 486-4800

2200 South State Street

	

4900 South Highland Drive

	

400 South State Street
Salt Lake City, Utah 84115

	

Salt Lake City, Utah 84117

	

Salt Lake City, Utah 84111

3712 West 3500 South

	

1153 East 3900 South

	

515 South 700 East
West Valley City, Utah 84120

	

Salt Lake City, Utah 84124

	

Salt Lake City, Utah 84102



Department of Natural Resources
Division of Oil, Gas and Mining
August 15, 1991
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AUG 2 7 1991
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THIS IS OPERATIVE DOCUMENT

Upon receipt by you of such notice, you may draw on us at sight for the
amount of this Letter of Credit beginning 30 days or less prior to the then
applicable expiration date, accompanied by a statement signed by DOGM's Bond
Approving Officer certifying that the amount of the drawing represents funds
due DOGM because the permittee has failed to replace this Letter of Credit by
other suitable bond pursuant to

	

-301-860 .222 and

	

-301-870 .

We certify that the amount of the credit
reduced for any reason during the period of this instrument without the
written consent of DOGM .

e will give prompt notice to the permittee and to DOGM's Bond Approving
Officer of any notice received or action field alleging the insolvency or
bankruptcy of the bank, or alleging any violations of regulatory requirements
which could result in suspension or revocation of the Bank's charter or
license to do business .

herein established will not be

X	
Barbara S . Losse for Dan J . Bradshaw

In the event the bank becomes unable to fulfill our obligations under this
Letter of Credit for any reason, notice shall be given immediately to the
permittee and to DOGM's Bond Approving Officer .

IN WITNESS WHEREOF, the Bank has hereunto set its signature this 15th day of
August, 1991 .

CAPITAL CITY BANK

Page 2 of 2
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R645-301-800

850.220. Long-term surface disturbances will in-
clude long-term coal-related surface facilities and
structures, and surface impacts incident to under-
ground coal mining activities which disturb an area
for a period that exceeds five years . Long-term surface
disturbances include, but are not limited to : surface
features of shafts and slope facilities; coal refuse
areas; powerlines ; boreholes ; ventilation shafts ; prep-
aration plants ; machine shops, roads and loading and
treatment facilities .
850.230. To achieve continuous bond coverage for

long-term surface disturbances, the bond will be con-
ditioned upon extension, replacement or payment in
full, 30 days prior to the expiration of the bond term .
850 .240. Continuous bond coverage will apply

throughout the period of extended responsibility for
successful revegetation and until the provisions of
R645-301-880 .100 through R645-301-880 .800 inclu-
sive have been met.
850.300. Bond Forfeiture. The Division will take

action to forfeit a bond pursuant to R645-301-850 if 30
days prior to bond expiration the operator has not
filed :

850.310. The performance bond for a new term as
required for continuous coverage; or
850.320. A performance bond providing coverage for

the period of liability, including the period of extended
responsibility for successful revegetation .
860. Forms of Bonds .
860.100. Surety Bonds.
860 .110. A surety bond will be executed by the

operator and a corporate surety licensed to do busi-
ness in Utah that is listed in "A.M. Best's Key Rating
Guide" at a rating of A- or better or a Financial
Performance Rating (FPR) of 8 or better, according to
the "A.M . Best's Guide". All surety companies also will
be continuously listed in the current issue of the U .S .
Department of the Treasury Circular 570 .

860.111 . Operators who do not have a surety bond
with a company that meets the standards of subsec-
tion 860 .110. will have 120 days from the date of
Division notification after enactment of the changes to
subsection 860 .110 . in which to achieve compliance, or
face enforcement action .
860 .112 . When the Division in the course of exam-

ining surety bonds notifies an operator that a surety
company guaranteeing its performance does not meet
the standard of subsection 860 .110 ., the operator has
120 days after notice by mail from the Division to
correct the deficiency, or face enforcement action .
860.120. Surety bonds will be noncancellable during

their terms, except that surety bond coverage for
lands not disturbed may be canceled with the prior
consent of the Division. The Division will advise the
surety, within 30 days after . receipt of a notice to
cancel bond, whether the bond may be canceled on an
undisturbed area .
860.200 . Collateral Bonds .
860.210. Collateral bonds, except for letters of

credit, cash accounts and real property, will be subject
to the following conditions :
860.211 . The Division will keep custody of collateral

deposited by the applicant until authorized for release
or replacement as provided in R645-301-870 and
R645-301-880 ;
860.212. The Division will value collateral at its

current market value, not at face value;
860 .213 . The Division will require that certificates

of deposit be made payable to or assigned to the
Division both in writing and upon the records of the
bank issuing the certificates . If assigned, the Division

will require the banks issuing these certificates to
waive all rights of setoff or liens against those certifi-
cates ;
860.214 . The Division will not accept an individual

certificate of deposit in an amount in excess of
$100,000 or the maximum insurable amount as deter-
mined by the Federal Deposit Insurance Corporation
or the Federal Savings and Loan Insurance Corpora-
t .
860.220. Letters of credit will be subject to the

following conditions :
860.221. The letter may be issued only by a bank

organized or authorized to do business in the United
States ;
860.222 . Letters of credit will be irrevocable during

their terms. A letter of credit used as security in areas
requiring continuous bond coverage will be forfeited
and will be collected by the Division if not replaced by
other suitable bond or letter of credit at least 30 days
before its expiration date ;
860 .223 . The letter of credit will be payable to the

Division upon demand, in part or in full, upon receipt
from the Division of a notice of forfeiture issued in
accordance with R645-301-880 .900 .

bond
will meet the following conditions :

860.231. The applicant will grant the Division a
first mortgage, first deed of trust, or perfected first
lien security interest in real property with a right to
sell or otherwise dispose of the property in the event of
forfeiture under state law ;

860.232. In order for the Division to evaluate the
adequacy of the real property offered to satisfy collat-
eral requirements, the applicant will submit a sched-
ule of the real property which will be mortgaged or
pledged to secure the obligations under the indemnity
agreement . The list will include :
860.232 .1 . A description of the property ;
860.232 .2 . The fair market value as determined by

an independent appraisal conducted by a certified
appraiser approved by the Division ; and
860.232 .3 . Proof of possession and title to the real

property;
860 .233 . The property may include land which is

part of the permit area; however, land pledged as
collateral for a bond under this section will not be
disturbed under any permit while it is serving as
security under this section .
860.240 . Cash accounts will be subject to the follow-

ing conditions:
860.241 . The Division may authorize the operator to

supplement the bond through the establishment of a
cash account in one or more federally insured or
equivalently protected accounts made . payable upon
demand to, or deposited directly with, the Division .
The total bond including the cash account will not be
less than the amount required under terms of perfor-
mance bonds including any adjustments, less
amounts released in accordance with R645-301-880 ;
860.242 . Any interest paid on a cash account will be

retained in the account and applied to the bond value
of the account unless the Division has approved the
payment of interest to the operator ;
860.243. Certificates of deposit may be substituted

for a cash account with the approval of the Division ;
and
860.244. The Division will not accept an individual

cash account in an amount in excess of $100,000 or the
maximum insurable amount as determined by the
Federal Deposit Insurance Corporation or the Federal
Savings and Loan Insurance Corporation .

: ., - .!
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ment signed by two corporate officers who are autho-
rized to bind their corporations . A copy of such autho-
rization shall be provided to the Division along with
an affidavit certifying that such an agreement is valid
under all applicable federal and Utah laws . In addi-
tion, the guarantor shall provide a copy of the corpo-
rate authorization demonstrating that the corpora-
tion may guarantee the self bond and execute the
indemnity agreement.
860 .363 . If the applicant is a partnership, joint

venture or syndicate, the agreement will bind each
partner or party who has a beneficial interest, directly
or indirectly, in the applicant;
860 .364 . Pursuant to R645-301-880 .900, the appli-

cant, parent or nonparent corporate guarantor shall
be required to complete the approved reclamation
plan for the lands in default or to pay to the Division
an amount necessary to complete the approved recla-
mation plan, not to exceed the bond amount .
860.365. The indemnity agreement when under

forfeiture will operate as a judgment against those
parties liable under the indemnity agreement .
860.370. The Division may require self-bonded ap-

plicants, parent and nonparent corporate guarantors
to submit an update of the information required under
R645-301-860 .323 and R645-301-860-324 within 90
days after the close of each fiscal year following the
issuance of the self bond or corporate guarantee .
860.380 . If at any time during the period when a self

bond is posted, the financial conditions of the appli-
cant, parent, or nonparent corporate guarantor
change so that the criteria of R645-301-860 .323 and
R645-301-860 .340 are not satisfied, the permittee will
notify the Division immediately and will within 90
days post an alternate form of bond in the same
amount as the self bond. Should the permittee fail to
post an ade i uate substitute b

ate dates of reclamation work performed, a descrip-
tion of the results achieved as they relate to the
operator's approved reclamation plan and the name
and address of the Division to which written com-
ments, objections, or requests for public hearings and
informal conferences on the specific bond release may
be submitted pursuant to R645-301-880.600 and
R645-301-880 .800. In addition, as part of any bond
release application, the applicant will submit copies of
letters which he or she has sent to adjoining property
owners, local governmental bodies, planning agencies,
sewage and water treatment authorities, and water
companies in the locality in which the coal mining and
reclamation operation took place, notifying them of
the intention to seek release from the bond .
880.130 . The permittee shall include in the applica-

tion for bond release a notarized statement which
certifies that all applicable reclamation activities
have been accomplished in accordance with the re-
quirements of the Act, the regulatory program, and
the approved reclamation plan. Such certification
shall be submitted for each application or phase of
bond release .
880.200 . Inspection by the Division .
880.210. Upon receipt of the bond release applica-

tion, the Division will, within 30 days, or as soon
thereafter as weather conditions permit, conduct an
inspection and evaluation of the reclamation work
involved. The evaluation will consider, among other
factors, the degree of difficulty to complete any re-
maining reclamation, whether pollution of surface
and subsurface water is occurring, the probability of
future occurrence of such pollution and the estimated
cost of abating such pollution . The surface owner,
agent or lessee will be given notice of such inspection
and may participate with the Division in making the
bond release inspection. The Division may arrange

-301-8 . 1 11 •. -. . : .

	

th the permittee to allow access to the permit area,
870. Replacement of Bonds. u s in request of any person with an interest in bond
870.100. The Division may allow a permittee to rel ase, for the purpose of gathering information

replace existing bonds with other bonds that provide rel want to the proceeding .
equivalent coverage. : :0.220. Within 60 days from the filing of the bond
870.200. The Division will not release existing per- rel ase application, if no public hearing is held pur-

formance bonds until the permittee has submitted, su t to R645-301-880 .600, or, within 30 days after a
and the Division has approved, acceptable replace- p lic hearing has been held pursuant to R645-301-
ment performance bonds . Replacement of a perfor- 8 :0.600, the Division will notify in writing the per-
mance bond pursuant to this section will not consti-

	

s , ttee, the surety or other persons with an interest in
tute a release of bond under R645-301-880.100 • end collateral who have requested notification under
through R645-301-880 .800 .

	

I't.645-301-860.260 and the persons who either filed
80. Requirement to Release Fe-- ormanc

	

objections in writing or objectors who were a party to
880.100. Bond release application.

	

the hearing proceedings, if any, if its decision to
880.110 . The permittee may file an application with release or not to release all or part of the performance

the Division for the release of all or part of a perfor-
mance bond . Applications may be filed only at times or
during seasons authorized by the Division in order to
properly evaluate the completed reclamation opera-
tions . The times or seasons appropriate for the eval-
uation of certain types of reclamation will be identi-
fied in the approved mining and reclamation plan .
880.120. Within 30 days after an application for

bond release has been filed with the Division, the
operator will submit a copy of an advertisement
placed at least once a week for four successive weeks
in a newspaper of general circulation in the locality of
the coal mining and reclamation operations . The ad-
vertisement will be considered part of any bond re-
lease application and will contain the permittee's
name, permit number and approval date, notification
of the precise location of the land affected, the number
of acres, the type and amount of the bond filed and the
portion sought to be released, the type and appropri-

,, .

bond .
880 .300 . The Division may release all or part of the

bond for the entire permit area if the Division is
satisfied that all the reclamation or a phase of the
reclamation covered by the bond or portion thereof
has been accomplished in accordance with the follow-
ing schedules for reclamation of Phases I, II and III :
880.310. At the completion of Phase I, after the

operator completes the backfilling and regrading
(which may include the replacement of topsoil) and
drainage control of a bonded area in accordance with
the approved reclamation plan, 60 percent of the bond
or collateral for the applicable area ;

880.320 . At the completion of Phase II, after reveg-
etation has been established on the regraded mined
lands in accordance with the approved reclamation
plan, an additional amount of bond . When determin-
ing the amount of bond to be released after successful
revegetation has been established, the Division will

4 -"~kl
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retain that amount of bond for the revegetated area
which would be sufficient to cover the cost of reestab-
lishing revegetation if completed by a third party and
for the period specified for operator responsibility in
UCA 40-10-17(t) of the Act for reestablishing revege-
tation . No part of the bond or deposit will be released
under this paragraph so long as the lands to which the
release would be applicable are contributing sus-
pended solids to streamflow or runoff outside the
permit area in excess of the requirements set by UCA
40-10-17(j) of the Act and by R645-301-751 or until
soil productivity for prime farmlands has returned to
the equivalent levels of yield as nonmined land of the
same soil type in the surrounding area under equiva-
lent management practices as determined from the
soil survey performed pursuant to UCA 40-10-11(4) of
the Act and R645-301-200 . Where a silt dam is to be
retained as a permanent impoundment pursuant to
R645-301-700, the Phase II portion of the bond may be
released under this paragraph so long as provisions
for sound future maintenance by the operator or the
landowner have been made with the Division ; and
880.330. At the completion of Phase III, after the

operator has completed successfully all surface coal
mining and reclamation operations, the release of the
remaining portion of the bond, but not before the
expiration of the period specified for operator respon-
sibility in R645-301-357 . However, no bond will be
fully released under provisions of this section until
reclamation requirements of the Act and the permit
are fully met .

880.400 . If the Division disapproves the application
for release of the bond or portion thereof, the Division
will notify the permittee, the surety, and any person
with an interest in collateral as provided for in R645-
301-860 .260, in writing, stating the reasons for disap-
proval and recommending corrective actions neces-
sary to secure the release and allowing an opportunity
for a public hearing.
880.500. When an application for total or partial

bond release is filed with the Division, the Division
will notify the municipality in which the coal mining
and reclamation activities are located by certified mail
at least 30 days prior to the release of all or a portion
of the bond .
880.600. Any person with a valid legal interest

which might be adversely affected by release of the
bond, or the responsible officer or head of any federal,
state, or local governmental agency which has juris-
diction by law or special expertise with respect to any
environmental, social or economic impact involved in
the operation or which is authorized to develop and
enforce environmental standards with respect to such
operations, will have the right to file written objec-
tions to the proposed release from bond with the
Division within 30 days after the last publication of
the notice required by R645-301-880.120. If written
objections are filed and a hearing is requested, the
Division will inform all the interested parties of the
time and place of the hearing and will hold a public
hearing within 30 days after receipt of the request for
the hearing. The date, time and location of the public
hearing will be advertised by the Division in a news-
paper of general circulation in the locality for two
consecutive weeks . The public hearing will be held in
the locality of the coal mining and reclamation opera-
tions from which bond release is sought, or at the
location of the Division office, at the option of the
objector.
880.700. For the purpose of the hearing under

R645-301-880 .600, the Division will have the author-

ity to administer oaths, subpoena witnesses or written
or printed material, compel the attendance of wit-
nesses or the production of materials and take evi-
dence including, but not limited to, inspection of the
land affected and other surface coal mining operations
carried on by the applicant in the general vicinity . A
verbatim record of each public hearing will be made
and a transcript will be made available on the motion
of any party or by order of the Division .
880.800. Without prejudice to the right of an objec-

tor or the applicant, the Division may hold an infor-
mal conference as provided in UCA 40-10-13(a) of the
Act to resolve such written 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 furnish all parties of
the informal conference with a written finding of the
Division based on the informal conference and the
reasons for said finding .
880.900. Forfeiture of Bonds .
880.910. If an operator refuses or is unable to

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
forfeit all or part of a bond or bonds for any permit
area or an increment of a permit area :
880.911 . Send written notification by certified mail,

return receipt requested, to the permittee and the
surety on the bond, if any, informing them of the
determination to forfeit all or part of the bond includ-
ing the reasons for the forfeiture and the amount to be
forfeited . The amount will be based on the estimated
total cost of achieving the reclamation plan require-
ments;

880.912 . Advise the permittee and surety, if appli-
cable, of the conditions under which forfeiture may be
avoided. Such conditions may include, but are not
limited to :
880.912 .1 . Agreement by the permittee or another

party to perform reclamation operations in accor-
dance 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
880.912 .2. The Division may allow a surety to

complete the reclamation plan, or the portion of the
reclamation plan applicable to the bonded phase or
increment, if the surety can demonstrate an ability to
complete the reclamation in accordance with the ap-
proved reclamation plan. Except where the Division
may approve partial release authorized under R64
301-880.100 through R645-301-880 .800, no surety
ability will be released until successful completion
all reclamation under the terms of the permit, includ
ing applicable liability periods of R645-301-820 .300.

880.920. In the event forfeiture of the bond '
required by this section, the Division will :

880.921 . Proceed to collect the forfeited amount
provided by applicable laws for the collection of d
faulted bonds or other debts if actions to avoid fort '
ture have not been taken, or if rights of appeal, if an
have not been exercised within a time established
the Division, or if such appeal, if taken, is unsucce
ful; and
880.922 . Use funds collected from bond forfeiture

complete the reclamation plan, or portion thereof,
the permit area or increment, to which bond cover
applies .
880.930. Upon default, the Division may cause

forfeiture of any and all bonds deposited to comp
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