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UNITED STATES BANKRUPTCY COURT JAN 2§ 2002
EASTERN DISTRICT OF KENTUCKY DIVISION OF :
(LEXINGTON DIVISION) - OIL, GAS AND MINING
)
In re: ) Case Nos. 01-50969 and 01-50972
)
LODESTAR ENERGY INC.,, et al., )  Chapter11
)
Debtors. ) Jointly administered under
) Case No. 01-50969
LODESTAR ENERGY INC. AND )
LODESTAR HOLDINGS, INC., ) :
) Judge Joseph M. Scott, Jr.
Plaintiffs, )
)
V. )
)
THE STATE OF UTAH, et al., ) Adv. Pro. No. 02-5001
)
Defendants. )
)

PLAINTIFF’S DISCLOSURES OF EXHIBITS
PURSUANT TO ORDER

Lodestar Energy, Inc. and Lodestar Holdings, Inc. (the “Plaintiffs”), in accordance
with the Agreed Amended Order Scheduling Hearing and Re: Presentation of Evidence by Affidavit
hereby provide the following exhibit disclosures: |

Attached hereto are the exhibits that the Plaintiffs will offer into evidence at the
hearing of Plaintiff’s Motion for Temporary Injunction and/or for Preliminary Injunction set for

 Thursday, January 31, 2002. Exh’jbyits are marked A-T.



Plaintiffs hereby reserve the right to_ amend and/or supplement these disclosures at
any time prior to the commencement of the hearing to add any additional exhibits and to introduce
any exhibit which the Defendants may identify in their disclosureé or intend fo offer at the hearing.

Respectfully submitted, |
SQUIRE, SANDERS & DEMPSEY, LLi’

Stephen D. Lemer, Esq.
Gregory A. Ruehlmann
Jeffrey A. Marks, Esq.

Suite 3500, 312 Walnut Street
Cincinnati, OH 45202-4036
Telephone: 513-361-1200
Facsimile: 513-361-1201

Email: slerner@ssd.com
gruehlmann@ssd.com
jemarks@ssd.com

and

FOWLER, MEASLE & BELL, LLP

Taft A. McKinstry, Esq.
Ellen Arvin Kennedy, Esq.
300 West Vine Street, Suite 600
Lexington, KY 40507-1660
Telephone: 859-252-6700
Facsimile: 859-255-3735

Email: tmckinstry@fmblaw.com
eakennedy@fmblaw.com

COUNSEL FOR PLAINTIFFS



QERT_!FIC}ATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing was served upon those |

peréons listed below by email and/or U.S. Mail, postage pre-paid, as indicated, on this the & day
of January, 2002:

Matthew B. Bunch, Esq.

- 271 West Short Street, Suite 805
P.O. Box 2086
Lexington, KY 40588-2086
Email: matt@bunchlaw.com »

- CO-COUNSEL FOR PACIFIC EMPLOYERS
INSURANCE COMPANY AND STATE OF UTAH
Email and U.S. Mail, Postage Pre-Paid

John Maycock, Esq.

ASSISTANT ATTORNEY GENERAL, STATE OF UTAH
c/o Matthew B. Bunch, Esq.

271 West Short Street, Suite 805

P.O. Box 2086

Lexington, KY 40588-2086

U.S. Mail, Postage Pre-Paid

THE STATE OF UTAH

Mark Shurtleff

Attorney General

State Capitol Office

236 State Capitol

Salt Lake City, UT 84114-0810
U.S. Mail, Postage Pre-Paid

Kathleen Clarke, Executive Director

STATE OF UTAH DEPARTMENT OF NATURAL RESOURCES
Division of Oil, Gas & Mining

Or Her Successor in Interest

1594 West North Temple, Suite 1210

Salt Lake City, UT 84114-5801

U.S. Mail, Postage Pre-Paid



Lowell P. Braxton, Division Director
STATE OF UTAH DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS & MINING
1594 West North Temple, Suite 1210
‘Salt Lake City, UT 84114-5801
 U.S. Mail, Postage Pre-Paid

John S. Sawyer, Esq.
Robert V. Sartin, Esq.
Sawyer & Glancy PLLC
3120 Wall Street, Suite 310
Lexington, KY 40513
Email: jss@sawyerglancy.com
rvs@sawyerglancy.com

COUNSEL FOR WEXFORD CAPITAL LLC,
WEXFORD SPECTRUM INVESTORS, LLC,
SOLITAIR CORP. AND VALENTIS INVESTORS, LLC
Email and U.S. Mail, Postage Pre-Paid

COUNSEL FOR PLAINTIFFS

AMBTAM\Lodestar\Adv. Utah\Plaintiff’s Exhibit List
6670.00010
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Preas Rdease £24/2001 - Frontier Iniaranoe Compeny Agrees To Voluntary Rebabiliation Page 1 of 1 |

New York State
- Insarance Department

ISSUED: 82472001 | FOR IMMEDIATE RELEASE

FRONTIER INSURANCE COMPANY AGREES TO VOLUNTARY
| REHABILITATION

The New York Statc Iasurance Department and Frontier Insursnce Company have )
. reached an agreement for Frootier to enter into vokmtary rehabilitation. By & vote of the board .
of directors, Froatler consented to entry of en order of rehabilitstion pursuant to Article 74 of 7
the New York Statc Insarance Law. Upon approval of the rehabilitation by the New Yok State
Sw%thYo&Couﬂy,ﬂnWwﬂhkewmﬂofﬂ:mey
.o RﬁlbﬂhnimhwlvwﬂnsmukigMOﬂthoﬂb .
insurer, conducting ity business, and taking steps toward the removal of the causes and

Eaployees of Fronticr will continne &6 be eplayed in their ourrent positions peading &
Mmhwofopcl&mby&cswmtbmn],dmpﬁchmdoﬂw
contracts of Frontier will remain in force. . ' o
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At 6:3 Pant q‘ the Supreme
Court of the State of New
York, County of New York,
" al the Counthouse. 60 Centre
Sircet. New York, New York
onthe dayof . 2001

PRESENT AUG 2 7 700]

ON. EDWARD H. LEMNER - S

JUSTICE

In the matter of , - ,
the nppiicalion of N Index No.¢) // }/0 5 () 70

GREGORY V. SERIO. as Superinicndent of Insurance of
the State of New York. for an order lo take posscssion of
the property of and rehabilitare

ORDER TO SHOW
CAUSE

FRONTIER INSURANCE COMPANY

X

Upon reading the annexed petition of GREGORY V. SERIO. Superintendent of

ln'mr-mcc of the Statc of New York (the “Superintendent™). hV kc\':n&Rzn:Pnci aiﬂ de wh of Ky
‘-h t“ﬂ‘-suofn ra %‘ 7, 2001
Deputy 'iupmmcndcnl. duly verificd the LYday of h“?
M&w
NOW. on motion of the Hon. Eliol  Spitzer, Attomey General of the State of

New Yaork, attorney for the Supcrinicndent. and alter duc dciibcraliod having becen had

thereon: : v
o LET FRONTIER INSURANCC COMPANY ("Fronhcr")“dnw causc bcforc thic
sVia “ o Seprernos q§b
' Sﬂﬂl at 1 ek in lhc

l art____. courtroom I _133.0nthc]O day of,
~ l At o CenTRE STRRET, A VO’("

OO0, or as soon therealter as counscl may he heard. why an ntdcr should not be madc : A,. '-t
A :
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and entered pursuant to article seventy-four of the New York Insurance Law, appointing
‘the Supenntcndcnl as rehabilitator of Frontier, dirccting the Supcrinlcndcnt to take
posscssion of Frontier’s business and property and to take such stcps as are necessary to
remove the causes and conditions that make this proceedmg necessary, issuing the
injmcﬁons pro\nded forin sechon 7419 of the New York Insurancc Law, and granting
mch other relich as is just: 1n-l

SufTicient cause having been alleged (hen:for; let scn'ice ot’ a copy of this Ord‘cr

to Sbow Causc. and the papers upou whxch it is granted bgmade by perscnal service :

' oST :
upon anncr on or before the3 Oday of AV 200! and such semce shall be

" deemed good and suﬁicx:nt service, and it is hereby
ORDERED. that pcnding the hearing of the motxon. anucr, its officers,
directors, shareholders, members, | trustees, agents, servants, empl yees, pohcyholders, ‘

.| attorneys, managers, and a!l other persons are restrained from the transaction of its

business or the waste or disposition of its pmpeny, except as authorized by the
‘ ‘ o v

——__| Superintendent; and it is hereby
ORDERED, that pendmg the hanng of the motion, the Superintendent is

appointed as temporary rehabilitator and is hereby quthorized and directed forthwith to

l take poscssxon of the pmye:ty of leiet and conduct the busmess thereof.

ENTE
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T o | ~ MIASPmt19 of the Supreme Count
, of the StstcofNaYc:t,c;ugyog‘
\ | - New York, at the
' . - Ceunre Street, New Yark, New Yuk
. ) " onthe lO‘dayofOc:ober 2001,

. | *RBSENT:
. | ' HON. EDWARD HL LERNER ~ _
v  psTce

Inths Matierof h Tndex No: HosG90f01
The Applicatioa of i omomgor =
. g M&!}mm
GREGORY' V., smo.aw of Iusurancs ;. .
4 of the State of New York, for xn andar ta faks " Q;, é}. < i
posscasion of the property of nd sehablllbs ?p}_a%b g“\ .
| mommmsmmczmm % .

| ‘Péﬁﬁonz.cnsuytsem..’meﬂmﬂdmothsmnf State of New
;- Yﬁ(&eWWmﬁ&k&mﬁrnmﬂabﬁbwo{
&sm“m&WWWWWmﬁﬂ

NOW, upon reading and fling the arder to shwmﬁgudAum‘ﬂ
2001, the petition of Gregery V. Serio, Supmdmothmmu.bymnmpe,
| First Depuy Superimendect, duly veriied August 24, 2001 and o eetyengy affidavit
efxw:anmpomuumu;mn.zm-(meahmmmuo). the cross
mcnbyrmmmmsmv.zm.mmdm
‘mammmmummmmmsmzzom the exhibits
umnedu:mthuﬁwdonmcmdﬁwbymymwupmw
|2001; the affirmarion fn opposition by Adam I Glntdmd Scpmher 7, 2001; ths
«amdm:omumwmmuomes 2001, mdth:uhibxtsmadlbm
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md:hemplyamdavitoﬂosephTami:ﬂmmtnonOmchJOOlmd&zppcﬁn:m : |

my sadsfaction thet: -

1, Frostier was icoported i3 New Yok as 1 stock
propesty/¢asaalty !nsmrnnNovembquBﬁ?.mdmmmd ;
businzss on Avgust 17, 1966; )

2 rm-m;mam«:uwmssmum
Mawnnd,kockml,Nngd:inSnmvm County. Froutier's
tax ID number iy 13-2549805;

3. Fmntier is solject to the New Ymkml.awmdpudculnly ‘
: to axticle 74 therenf;

4. Fmﬂa-isinsolm

8, FmﬁuhuﬁnledmmxuimmmdaprNorm
surplua to policybalders; i

6. mmw_ummdmmofmw .
wud g

7. It is n the best buterest of Frontias's policybolders, creditbrs and
the general public that the bo directsd o take |
ﬁmdﬁnﬁa‘smwwnﬁmmm- :

Aad, thePeﬁﬂcner. baving appesred by the Hon. Eliot Spirzer, Attornsy
Gencral of the State of New York, kod due delibesation having becn bad;
NOW, ca modon of Hon. Eliot Spitzer, Attormey General of the Stm of New :

YodmtuORDEREDa{nnows:
L mmumwmmmdmkﬂthdrm

3 s«mv.mmdmmwmmmmmuu
ly appoipted Relmbilitator of Frontier ad is

Supesimtendent,

. authorized and ditected to immediately take possession of its

~ Mmmmhmmmmmmum .
claims within his sols discvetion, taks such toward the
semoval of the ¢ayses mnd condftions which mads this proceeding
'muhmmmmwwndwm:m .
Mmdbmmuﬁmhlnmcorhmemeofm

Superintendent as Rehabititator; --
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limired to {nstrmes policy, Josy elain and | directed,
upon request of the Supe&mdmalfhﬁmwg ~
mmmwwvuwmwmmamm

5. Anypms.ﬁnac.moudm-ozmdaﬁmmmyf

- books,
preserve them aod submit them 19 the Superimtendent
Rebahmtam(forqminaﬁonmdcopﬁn;uanmmbhﬁm;;

6.'A]ipmhnhﬁ;bmmumlwdwhrnﬁmm
shareholdes, trustees, agenty, sorvants, employess, sttomeys, 2od.

ion, control &
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- 11, In additicn to the powers exmmerated zbove tnd thosa delegated to
ﬂmkshlbﬂiminmINewYorkImmaL;w,m
Rehahbilitator, by Opder to Stow Causa on notice to iterested

parties, including without Hmitation Fronticr’s sale shareholdsr, -

and subject to court approval, may sell or otherwise dispess of all
o¢ any past of the real and personal praperty of Frontler, scll any
line of insurancs, and taks such other actions as set forth in Section

7428 of the New Yark Insurancs Law,

12. That the Suparintendent of Iasurance, 28 Rehabilitztor, may at my |
thue maks fixther at the foot of this Order to thia Court
- forsach further md relief 29 bo aces £t Lo

13. All frther papers in this proceeding shall bear the caption:

In the Matter of
Tha Rehabilitatioa of
FRONTIER INSURANCE COMPANY

ENTER

JISG,
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1 of 4 DOCUMENTS

UTAH CODE ANNOTATED
Copyright (c¢) 1953-2001 by Matthew Bender & Company, Inc.
one .of the LEXIS Publishing companies. .
All rights reserved.

*%% STATUTES CURRENT THROUGH THE 2001 SUPPLEMENT ***
*%** (2001 FIRST SPECIAL SESSION) ***

TITLE 40. MINES AND MINING
CHAPTER 8. MINED LAND RECLAMATION

GO TO CODE ARCHIVE DIRECTORY FOR THIS JURISDICTION
Utah Code Ann. § 40-8-14 (2001)

§ 40-8-14. Suiety requirement -~ Liability of small mining operations for failure
‘to ' reclaim -- Forfeiture of surety '

(1) After receiving notification that a notice of intention for mining operations
other than small mining operations has been approved, but prior to commencement of
those operations, the operator shall provide surety to the division, in a form and
“amount determined by the division or board as provided in this section.

(2) (a) Except as provided in Subsection (3), the division shall approve the amount
and form of surety.

(b) In determlnlng the amount of surety to be provided, the division shall
consider:

(i) the magnitude, type, and costs of approved reclamation activities
planned for the land affected; and

(ii) the nature, extent, and duration of operations under the approved
riotice. .

(c) The division shall approve a fixed amount estimated to be required to
complete reclamation at any point in time covered by the notice of intent to an
‘acceptable standard.

(d) In determining the form of surety to be provided by the operator, the
division shall approve a method acceptable to the operator consistent with the
requirements of this chapter. The form of surety that the operator may provide
includes, but is not limited to, the following:

(i) collateral;

(ii) a bond or other form of insured guarantee,
(iii) deposited securltles, or
(;v) cash.

B (3) (a) If the operator proposes reclamation surety in the form of a written
contractual agreement, the board shall approve the form of surety.

(b) In making this decision the board shall consider:
(i) the operator's:




(A) financial status;

~(B) assets within the state; '
(C) past performance in complying with contractual agreements; and
(D),facilities available to carry out the planned work;

(ii) the magnitude, type, and costs of approved reclamation activities
planned for the land affected; and

(iii) the nature, extent, and duration offoperations under the approved
notice.

(4) In determining the amount and form of surety to be provided under this section,
consideration shall be given to similar requirements made on the operator by
landowners, governmental agencies, or others, with the 'intent that surety-.
requirements shall be coordirated and not duplicated: )

(5) The liability under surety provisions shall continue untll llablllty in part
or in its entlrety, is released by the division.

(6) If the operator of a small mining operation fails or refuses to carry out the
necessary land reclamation as required by this chapter and the rules of the board,
the board, after notice and hearing, may order that:

 (a) reclamation be conducted by the division; and

(b) the costs and expenses of reclamation, together with costs of collection
including attorney's fees, be recovered in a civil action brought by the attorney
general against the operator in any appropriate court.

(7) (a) If the operator of a mining operation other than a small mining operation
fails or refuses to carry out the necessary land reclamation as outlined in the
approved notice of intention, the board may, after notice and hearing, declare any
surety filed for this purpose forfeited. :

(b) With respect to the suréty filed with the di&ision, the board shall request
the attorney general to take the necessary legal action to enforce and collect the
amount of liability.

‘{c) If surety or a bond has been filed with the Division of Forestry, Fire,

and State Lands, the School and Institutional Trust Lands Administration, or any
agency of the federal government, the board shall certify a copy of the transcript

of the hearing and transmit it to the agency together with a request that the necessary -

forfeiture action be taken.

(d) The forfeited surety shall be used only for the reclamation of the land
to which it relates, and any residual amount returned to the rightful claimant.

HISTORY: L. 1975, ch. 130, § 17; 1987, ch. 147, § 6; 1989, ch. .22, § 19; 1995,

ch. 299,'§ 10; 1998, ch. 190, § 1.

NOTES:

AMENDMENT NOTES.,-—The 1995 amendment, effective May 1, 1995, added internal
designations in Subsections (2), (3), .and (7); subsituted "an agency of the state
or federal government" for "the Division of State Lands and Forestry or an agency
of the federal government" in Subsection (7) (¢); and made stylistic changes.

‘ The 1998 amendment, effective May 4, 1998, in Subsection (1) added "division or"
and "as provided in this section”; added Subsection (2) (a), redesignated former
Subsection (3) (a) as (2) (d), subdivided Subsections (2) (b) and (d), and made related
. designation changes; substituted "division" for "board" throughout Subsection (2);



deleted "factual information and recommendations provided by the division as to" at
the end of the introductory phrase in Subsection (2) (b); in Subsection (2) (d), deleted
"a written contractual agreement"” from the list of forms of surety; added Subsection
(3) (a); in Subsection (3) (b), deleted "such factors as" from the end of the
introductory language, added the Subsection (i) designation, and reédesignated former
Subsections (3) (b) (i) to” (3)(b)(iv) as (3) (b) (i) (A) to (3) (b) (i) (D}; added
Subsections (3) (b) (ii) and (3) (b) (iii); in Subsection (7) (c) substituted "the
Division of Forestry, Fire, and State Lands, the School and Institutional Trust Lands
Administration" for "an agency of the state”; and made numerous related and stylistic
changes throughout the section.- -
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FORM B10 (Official Form 10)(4/01)
BANKRUPTCY COURT

[(ONITED STATES

EASTERN DISTRICT OF KENTUCKY (LEXINGTON)

Case Number\
01-50969

Check bo
owes money or : else has filed a proof of
STATE O%Anmm) mlaﬁng to your.claim, Attach
Name and Address where notices should be sent: copy of mm.fmm‘iﬁ“ particulars,
’ {1 Check box if you never .
STATE OF UTAH
DIVISION OF OIL GAS & MINING - received mm w _
gﬁWmm 84114 [0 Check box if the address differs  Twis SPACES FoR CouRT USE ONLY
: ' from the address on the envelope : S
A seat to you by the court. s
Telephone Number:
Account gumber itor identifics debto: Check hare £ Tlreplaces - . ,
Pemt&%. ACI‘VOO;/ [4] ﬁ“ thisclaim .. Clamends a provipusly filed claim, dated _
1. Basls for Cialm ~ T Toies Senehis 35 deBined 1 11 US.C. BT 140
O Goods sold . 0 Wages, salaries, and compeasation (fill out below)
O Services performed Your SS #:
0 Money loaned ; Unpaid compensation for services performed
[0 Personal injury/wrongful death  from 1o ,
0 Taxes . . @ate) @) ‘ X
omerMine Reclamation tion under Federal and State Coal Mining Reclamation Acts
2. Date debt was s T court Judgment, date obtained:

July 14, 1999
" | 4, Total Amount of Claim at Time Case Filed:

Amount of meamgé and other charges at time case filed
included in secured claim, if any: $

-
lfallorpmofyomclaimissecmedorenﬁﬂadmpﬂmity.dsocomplztelmeorﬁbeIOW. .
O Check this box if claim includes interest or other charges in addition o the principal amount of the clsim. Attach itemized statement of all
;@tauddiﬁonaluhﬁes. ‘
%, Secured Claim. <. Unsecured Priorify Claim. o
& Check this box if your claim is secured by collateral meckmisboxifyouhwcmunseanedpﬁomychm
(incloding aright of setoff). - Amount eatitled to priocity $ ‘
Brief Description of Collateral: Specify the pricrity of the claim: o
{1 Real Estate [J Motor Vehicle DWaga,salnriu.oreommissions(apto“.GSO).'wnedwuhm%days
@ Other. t Surety | before filing of the bankruptc ﬁd%gmjﬁrm“bws
Frontier Insurance Company, Sure business, whichever is earlier - .C. aX3).
Value of Collateral: ~$ " ty 0O Contributions 1o an employee beaefit plan - 11 US.C. §507(a)(4)-
QO Uptw §2,100* ofdepg:‘sﬂ towu:o puxchaks‘e‘ Ieas:,loaxgnglgog o%r?p):;t)y or
services for personal, , or household use - .C. a)6).
Value to Utah: $4,292,000.00 O Alimony, maintenance, orzupponowedtoasponse.ﬁormetspouse;or

child - 11 U.S.C. § 507(aX7).
[ Taxes or penaltics owed 1o governmental anits - 11 U.S.C. § 507(a)(8).

1 Other - Specify applicable paragraph

of 11 U.S.C. § S07(a)(_)-

7. Credits: _ The amount of all payments on this ciaim has been
making this proof of claim. ‘
8. Supporting Documeants: Anach copies of supporting
orders, invoices, itemized statements of running sccounts,
agreements, and evidence of

addressed envelope and copy of this proof of claim.

documents, such as promissory molss,

perfection of Licn. DO NOT SEND ORIGINAL
documents are not available, explain. If the documents are voluminous, attach &
9, Date-Stamped Copy: To receive an acknowledgment of the filing of your claim,

) Tl

enclnse. a stamped, self-

e name and title, if any, of the creditor or other person authorized to file
opy of power of attorney, if any):
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RECLAMATION AGREEMENT
-/ %3 /<
Permit Number: ACT/007/001 ‘
Date Original Permit Issued: 2 /984
Effective Date of Agreement: ¥ 9

STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS & MINING ’
1594 West North Temple, Suite 1210
Salt Lake City, Utah 84114-5801
(801) 538-5340

COAL RECLAMA’I‘ION AGREEMENT
000000~

For the purpose of this RECLAMATION AGREEMENT the terms below are defined
as follows: : v

ACT/007/001 ___(County) Carbon

SPERMIT™: (Mine Permit No.)
“MINE”: (Name of Mine)  White OakNo. 1 and No.2 Mines
“PERMITTEE”: (Company or Name) m_mm
(Address) 333 W. Vine Str., Suite 1700, Lexington,
KY 40507 '
«PERMITTEE’S REGISTERED |
AGENT”: (Name) CT Corporation System
 (Address) 50 roadway. 8th Fl e
City, UT 84101
(Phone)  (801) 364-5101
“COMPANY OFFICER(S)”: R. Eberley Davis, Vice President and
“BOND TYPE™: (Form of Bond)  Surety
“BOND”: (Bond Amount-Dollars)  $4,292,000
(Escalated to Year) 2004
«“INSTITUTION”: (Bank or Agency) [NA]
“POLICY OR ACCOUNT NUMBER”: [NA]
Page [ of 22
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RECLAMATION AGREEMENT

Permit Number: ACT/007/001
Date Original Permit Issued:

Effective Date of Agreement: %Miﬂ

“LIABILITY INSURANCE”: (Exp.) 08/31/1999
(Insurance Company) ~ Reliance National _

“STATE™ - ent of Na urces

“DIVISION™: - Division of Oil, Gas & Mining
«DIVISION DIRECTOR”: Lowell Braxton _ -
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280201.1 Page 3 of :‘_):'2,



® ' ®
\ ;
RECLAMATION AGREEMENT

This RECLAMATION AGREEMENT (hereinafter referred to as Agreement) is
entered into by the Permittee. :

~ WHEREAS, on % 14 - ,1997_ she Division |
proved the Permit Applicatiol Packlge, hereinafter PAP, submitted by :
&ﬁ;,_ﬁ!@g_, hereinafter Permittee; and : - -

; WHEREAS, prior to issuance of a permit to conduct mining and reclamation operations
on the property described in the PAP, hercinafter Property, the Permittee is obligated by Title 40-
10-1, et seq., Utah Code Annotated (1953, as amended), hereinafter Act, to file with the Division

~ abond ensuring the performance of the reclamation obligations in the manner and by the
standards set forth in the PAP, the Act, and the State of Utah Division of Oil, Gas and Mining
Rules pertaining to Coal Mining and Reclamation Activities, hereinafter Rules; and

WHEREAS, the Permittee is ready and willing to file the bond in the amount and in a ‘
form acceptable to the Division and to perform all obligations imposed by the Division pursuant
to applicable laws & regulations relating to the reclamation or the Property; and

WHEREAS, the Division is ready and willing to issue the permittee a mining and
reclamation permit upon acceptance and approval of the bond.

| NOW, THEREFORE, the Division and the Permittee agree as follows:

1.  The provisions of the Act and the Rules are incorporated by reference herein and
hereby made a part of this Agreement. Provisions of the Act or Rules shall '
supersede conflicting provisions of the Agreement. :

2. The Permittee agrees to comply with all terms and provisions of the PAP, the Act,
and the Rules, including the reclamation of all areas disturbed by surface coal
mining and reclamation operations despite the eventuality that the cost of actual

-reclamation exceeds the bond amount.

3. . The Permittee has provided a legal description of the property including the
number of acres approved by the Division to be disturbed by surface mining and
reclamation operations during the permit period. The description is attached as
Exhibit A, and is incorporated by reference and shall be referred to as the Surface
Disturbance.

4, The ?ermittec agrecs to prbvidc a bond to the Division in the foi'm and amount
: acceptable to the Division ensuring the performance of the reclamation
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RECLAMATION AGREEMENT

obligations in the manner and by the standard set forth in the PAP, the Act,and
the Rules. Said bond is attached as Exhibit B and is incorporated by reference. .

The Permittes agrees to maintain in full force and effect the public lisbility
insurance policy submitted as part of the permit application, The Division shall
be listed as an additional insured on said policy. ’

In the event that the Surface Disturbance is increased through expansion of the
coal mining and reclamation operations or decreased through partial reqlamation,

 the Division shall adjust the bond as appropriate.

' The Permittee does hereby agree to indemnify and hold harmless the State of Utah

and the Division from any claim, demand, liability, cost, charge, or suit initiated
by a third party as a result of the Permittec or Permittee’s agent or employees
failure to abide by the terms and conditions of the approved PAP and this-

Agreement.

The terms and conditions of this Agreement are non-cancelable until such time as

_the Permittee has satisfactorily, as determined by the Division, reclaimed the

Surface Disturbance in accordance with the approved PAP, the Act, and the
Rules. Notwithstanding the above, the Division may direct, or the Permittee may
request and the Division may approve, a written modification to this Agreement.

The Permittee may, at any time, submit a request to the Division to substitute the
bonding method. The Division may approve the substitution if the bond meets the
requirement of the Act and the Rules, but no bond shall be released until the
Division has approved and accepted the replacement bond. '

Any revision in the Surface Disturbance, the bond amount, the bond type, the
liability insurance amount coverage, and/or the liability insurance company, or
other revisions affecting the terms and conditions of this Agreement shall be
submitted on the form entitled Stipulation to Revise Reclamation Agreement and

 shall be attached hereto as Exhibit D (other exhibits as appropriate.)

This agreement shall be governed and constructed in accordance with the laws of
the State of Utah. The Permittee shall be liable for all reasonable costs incurred

~ by the Division'to enforce this agreement.

Any breach of the provisions of this Agreement, the Act, the Rules, or the PAP
may, at the discretion of the Division, result in enforcement actions by the
Division which include but are not limited to, an order to cease coal mining and
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RECLAMATION AGREEMENT

reclamation operations, revocation of the Permittee’s permit to conduct coal
mining and reclamation operations and forfeiture of the bond.

13.  Inthe event of forfeiture, the Permittee agrees to be liable for additional costs in

. excess of the bond amount which may be incurred by the Division in order to
comply with the PAP, the Act, and the Rules. Any excess monies resulting from ‘
the forfeiture of the bond amount upon compliance with this contract shall be
refunded as directed by the permittee or, if a dispute arises, as directed by a court

' of competent jurisdiction by interpleading the funds subject to the dispute.

14. Each signatory below represents thé he/she is authorized to execute this- -
Agreement on behalf of the named party. Proof of such authorization is provided
on a form acceptable to the Division and is attached hereto.

SO AGREED this / 6/ _ day of , 19 4€
STATE OF UTAH: |
PERMITTEE:
" R. Eberley Daffis, Vice President and
Assistant Sectetary
NOTE: . An Affidavit of Qualiﬁcation must be completed and attached to this form for

each authorized agent or officer. Where one signs by virtue of Power of Attorney of a company,
such Power of Atiorney must be filed with this Agreement. If the Principal is a corporation, the
Agreement shall be executed by it’s duly authorized officer. : ’
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| RECLAMATION AGREEMENT

EXHIBIT “A”

PERMIT AREA

LEGAL DESCRIPTION
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' RECLAMATION AGREEMENT

Exhibit “A" - PERMIT AREA* " Permit Number: ACT/007/001
: Effective Date: _July 9, 1999
PERMIT AREA'
LEGAL DESCRIPTION

In accordance with the RECLAMATION AGREEMENT, the PERMITTEE intends to
conduct coal mining and reclamation activities on or within the PERMIT AREA as described
hereunder: (The bonded area equals the permitarea).

Total acres of PERMIT AREA: __3.J46acres

Legal Description of PERMIT AREA: .

Township 13 South, Range 6 East, SLBM o
Section 24: SBK,mdpordomofS%NE‘/‘,NW‘/-_NEqudE'ASW'/.
Section 25: E %, portionof W5 . ' '
Section 35: Portions of E 5 E %, and SW % SEL/4

Section 36: -All L

Township 13 South, Range 7 East, SLBM ‘

Section 8: E % SE %, portion of SW % SE %'

Section 9: WHhSWY -

Scction 16: W % W %, NE % NW %, NW L NE % ‘

Secdon 17: NEV.cxcludingpmofSW'/.NE%mdNE'/oNE'/«N%SE'/a,
Section 19: S%SW%,NE%SW%.mdpoxﬁmsofW'AE‘A,E‘ANW‘A,
Scction 20: Portions of NE % NE % :

Seetion 21: Portions of NW % NW % ~,

Section 30 W% W %, SE % SW %, NE U NW %

Section 31: WWUNW Y%, SW1/4

Township 14 South. Ragge 6 Eanst, SLBM

Section 1: EXNEY% NE%SE%

Township 14 South, Rmge 7 €ast, SLBM

Section 6: W%, WYHEY

Scction 7: NW %, NW % NE %

This is the PERMIT AREA that is covered by the reclamation surety provided in Exhibit “B".
IN WITNESS WHEREOF the SURETY bas hercunto set it’s signaturc this

sth_dayof_ July ,19_99.

ier n ce C
SURETY :

By::Q_&M\ &/%@‘“ ' |

| Title; Dawn L. Morgan, Attorney-in-Fact

Lo BN ? af ljl
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RECLAMATION AGREEMENT

"EXHIBIT “B”
SURETY BOND

(FEDERAL COAL)
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RECLAMATION AGREEMENT
Exhibit “B” - SURETY BOND Permit Number: ACT/007/001
SURETY BOND
(FEDERAL COAL).

THIS SURETY BOND entered into and by and between the undersigned
 PERMITTEE, and SURETY COMPANY, hereby jointly and severally bind ourselves, our

' heirs, administrators, executors, successors, and assigns unto the State of Utah, Division of Oil,
Gas & Mining (DIVISION), and the U.S. Department of Interior, Office of Surface Mining
Reclamation and Enforcement (OSM) in the penal sum of _$4.292,000 A

(Surety Bond Amount) for the timely performance of reclamation responsibilities of the surface
disturbance described in Exhibit “A” of this RECLAMATION AGREEMENT.

This SURETY BOND shall remain in effect until all of the PERMITTEE’s reclamation
obligation have been met and released by the DIVISION and is conditioned upon faithful
performance of all of the requirement of the Act, the applicable rules and regulations, SMCRA,
the approved permit, and the DIVISION. ' '

‘The SURETY will not cancel this bond at any time for any reason, including non-
payment of premium or bankruptcy of the Principal during the period of liability.

‘The SURETY and their successors and assigns, agree to guarantee the obligation and to
indemnify, defend, and hold harmless the DIVISION and OSM from any and all expenses
which the DIVISION and OSM may sustain as a result of the PERMITTEE’s failure to comply
with the condition(s) of the reclamation obligation. - ‘ : '

The SURETY will give prompt notice to the PERMITTEE and to the DIVISION and
OSM of any notice received or action alleging to insolvency or bankruptcy of the SURETY, or
alleging any violations or regulatory requircment which could result in suspension or revocation
of the SURETYs license. ' : .

Terms for release or é.djustxixent of this BOND are as written and agreed to by the

DIVISION and the PERMITTEE in the RECLAMATION AGREEMENT incorporated by
reference herein, to which this SURETY AGREEMENT has been attached as Exhibit “B”.
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RECLAMATION AGREEMENT
®

L

Exhibit “B” - SURETY BOND - :

IN WITNESS WHEREOF, (i PERMITTEE has hereunto sct it's signature this 9th
dayof July ,19.99 - y :

Titde: Vice President &
Assistant Secreta

IN WITNESS WIIEREOF, the SURETY has hereto set t's cignarure this
9th dayof ____July ,19.99 . :

e Co

SURETY

Dawn L. Morgan =
Title: _Attorney-in-Fact ___

ACCEPTED BY THE STATE OF UTAH: M
Y

NOTE: An Affidavit of Qualification must be completed and attached ta this
form for cach authorized agent or officer. Where one: signs hy virtue of
Power of Attomey for a company, such Pawer of Attomey must be filed
with this Agreement, Ifthe PERMITTHE isa corparation, the
Agreement shall be executed by it’s duty autharized officer.

202018 ] vPage /O of _329, :
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EXHIBIT“C”

LIABILITY INSURANCE
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July 8, 1999
7 Hanover Square
New York, NY 10004-2584
, ‘ Telaphone 212-344-8888
Utah Dept. of Natural Resources : Fax 212-344-8511 _
Division of 0il, Gas & - Cable NOORROC
Mining ; ‘
Suite 1210 ‘ ‘ Toiex
Salt Lake City, UT 84114-5801 ) Domestic 12-8283
‘ "+ nismatonal 421034417

"Dear Certificate Holder:

Enclosed is the Certificate of Insurance issued on behalf of
Lodestar Energy, Inc. and subsidlaries.

should you have any questions please feel free to call

-A’C,T O(P’/ool

" Enclosure

cc: Lodestar Energy, Inc. and subsidiaries
Reliance Insurance Company '
Reliance National Insurance Company

EGEIVE
’TD

L -9 89 |
| l;
DIV. OF OIL, GAS & MININC

Wiilis Corroon
Corporation of
New York
tnsurancs Brokers
Consultants
In » A2 '



7 Hanover Square

Wc:rrm Corporation of New York

New York NY 10004-2594
{212) 3448888
‘ ’ coupany Reflance Insurance Cormpany
Daniel Leung - A
ISURED COMPANY Rollme, National insurance Company
Lodestar Energy, Inc. and subsidiaries
333 West Vine Street COMPANY
Suite 1700
Lexington KY 40507 cogmv _

y

&

AMEWWWTWNWBOFWWWMVEBEE

N ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD

INDICATED, NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS -SUBJECT TO ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POUCIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS. .

POLICY EFFECTIVE

POLICY EXPRATION|

had TYPEOF SURANCE | _ POLICY NUMBER SATE QoY) | DATE QeDonY s }
A | GENERAL LIABRITY INGB0144-018 01-FEB-1999 | 31-AUG-1899 |geneRAL AGGREGATE s 2,000,0
X L GENERAL . PACDUCTS COMPIOR 400 2,000,0
.1 | ciumsmace [ X | ocoun peRSONALaADVINLAY |¢  2.000,0
|| OWNER'S & CONTRACTOR'S PROT . | eAcH ocCURRENCE ¢ 1,000,0
- ' FIRE DAMAGE (Any onefire) §00,0
_ MEDEXP(Aryonepenon) s 6.0
A | avtouosie LBLITY INKA0144-017 01-FEB-1998 |31-AUG-1999 \eosnour s 1.000,0
| X | anvauto : '
|| aLowneo autos BODILY INJURY .
|| sceoueoautos (Por parson) '
| X | wReD AuTOS _ ‘ ‘ ' 8ODILY INURY $
) ) Fell L] .
| ) E G‘J I \\ﬂ——'[?"\\—f\l ¢
GARAQGE LABILITY ‘ Uﬂ\ - \\\-‘) AUTOONLY -EAAGCIDENT |$
3
jmvwro \ JuL - 9 1999 THAN AUTO ONLY:

g
I=
w
o
=
G

EXCESS LIABILITY "AC (M [EACHOOCURRENCE 14
QTHER THAN UMBRELLA FOAM
B | workens coupENsATION AND T8D 09JUL-1999 | 09JUL-2000 | X [Y5R'
M‘M AOGIDENT N
m INCL £l DISEASEPOLICYLIMIT _ 1 $
OFFICERS ARE: [ lexa EL DISEASE | I
OTHER ’ :

Utah Dept. of Natural Resources

Division of Oil, Gas &

Mining
Suite 1210

Salt Lake City UT 84114-5801

DESCRIPTION OF OPERATIONS/LOCATIONS/VEHICLES/SPECIAL ITEM

SEE ATTACHED .

EXPIRATION DATE THEREOF, THE ISSUING COMPANY WiLL BUEAVORK LS M/
45 mnmwmmmmnmmmmm

N TICEX KA INDUSA WK BKICAXION XAEK KA
AN




Fwills B

THIS CERTIHICATE 1o 1SSt

v

89613
MSURED RODUCER
' Wilils Corroon Corporation of New York
7 Hanover Square
Lodestar Energy, inc. and subsidiaries New York NY 10004-2594
333 West Vine Street {212) 3448888
Suite 1700 : ,
Lexington KY 40507 ,
. » Danlel Leung

PN

THIS IS TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PE
INDIGATED, NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE THI
I_E_thSDNSANDWNDWIONjDFSUCHPOUCIES.UMﬂ'SMAYHAVEBEENHEDUCEDBYFNDCWIIS. '

POLICY EFFECTIVE | POLICY EXPIRATION

TYPE OF INSURANCE . lllll'l'
DESCRIPTION OF OPERATIONS/LOCATIONS/VEHICLES/SPECIAL ITENS '
Permit #ACT/007/001, White Oak Mines Complex, located at: Mine Road, off

Eccles Canyon Rd., off Route 96, near Scofield, UT.

POLICY NUMBER

The'sgnerai Liability policy tncludes explosives coverage.

o

*

]’

‘ SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE ¥
Utah Dept. of Natural Resources EXPRATION DATE THEREOF, THE ISSUING COMPANY WILL ESOCAVORXYS ¥
Division of Ol), Gas & 45 pAVS WRITTEN NOTICE TO THE CERTIFICATE HOLDER NAMED TO THE LEI
Mining DI EARIBEXKR MK R M R TICEX SRR NI MO R RKNRATIONC K KA
Suite 1210 onx xasr ke o amone S OOMPANY X IR NAENTE X PROREPRESENT A TESX
Saltlake City UT 841145801 plohtfen ESEN] '

7 & s/ ol
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AFFIDAVITS OF QUALIFICATION
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- My Commission Expires:

IFFIDAVIT OF QUALIFICATION )
ASSOCIATE DIRECTOR |
~000000—-

I, Mary Ann Wright, being first duly sworn under oath, deposes and says that she is the
Associate Director of the Division of Oil, Gas & Mining, Department of Natural Resources, State
of Utah; and that she is duly authorized to execute and deliver the foregoing obligations; and that
said ASSOCIATE DIRECTOR is authorwed to execute the same authonty of law on behalf of ‘

the State of Utah. ‘
W 4 o
Mary right, Ass:ziﬁﬁmrector
Division/of @il, Gas & (3 ‘

Subscnbed and sworn to before me this l o day of rju/ y | ,1999

Notary Publlc >

Fehcvuava 29 183200

~

Attest: -

STATE OF "’fﬁ )
COUNTY OF SALTIAHKC )

Page /6 of ;-2'2"



RECLAMATION AGREEMENT

AFFIDAVIT OF QUALIFICATION
PERMITTEE
000000~

I, 3 Eberley ng; , being first duly swom under oath, deposes and says

that he/she is the (officer or agent) Vice President and Assistant Secretary » of
- Lodestar Energy, Inc. ; and that he/she is duly authorized to execute and deliver the foregoing

obhgatxons, and that said PERMITTEE is authorized to exccute the same and has complied in
all mpects with the laws of Utah in reference to commitments, undertakmgs and obhgatnons

% le M@> [O4AS

R. Bberley Davis, Nice President and
Assistant Secre!

Subscribed and swomn to before me this Q 7" day of 3 A AJ A , 19 9?

My Commission Expires:

Ll,é/ 7 ? ' Pos 20, LINDA KAY KUND -
el - RN Notary Public
' ' ' C\R® S Stoteo‘frm?h‘ 2001
Y Y my Comm, s JU
' = z){sw-ums?i‘t?wsx.curws
Attest: v
STATE OF UTAH ) -
COUNTY OF ) ss:

© 280201.1 o Page /7 of _'_J;g?-



LODESTAR ENERGY, INC.

Unanimous Consent in Licu of
- Meeting of Board of Dircctors

The undersigned, being the sole member of the Board of Dircctors of Lodestar Encrgy.

Inc., a Delaware corporation ("LODESTAR"), hereby conscats to the following corporate action
in lieu of a meeting of the Board of Directors as if the same were held on July 28, 1997, effective
as of said date as fully as if unanimously adoptcd at a duly called meeling of the directors:

14

Resitals

LODESTAR engages in various aspects of the exploration, development, production.
storage, transportation and marketing of coal. These activities require LODESTAR
through its agents to obtain from time to time various permits, licenses, identifying

‘numbers, orders and approvals necessary for the conduct of its business in normal course

(such permits, licenses, identifying numbers, orders and approvals shall hereinafter be
called "Permits”). All such Permits are issued by various governmental or regulatory
authorities, including the United States Office of Surface- Mining Reclamation and
Enforcement, the Kentucky Department of Surface Mining Reclamation and
Enforcement, the West Virginia Department of Energy, the United States Eavironmental
Protection Agency, the Kentucky Natural Resources and Environmental Protection
Cabinet, Department of Environmental Protection, Division of Water, the United States
Mine Health and Safcty Administration and the United States Burcau of Alcohol,
Tobacco and Fircanns (hereinafier all such govemmental or regulatory authorities shall
be called "Government Agency," whether singular or plural). The purpose of the
resolutions adopted below is to appoint the named individuals as sgents of LODESTAR
to exccute and deliver to the appropriate Government Agency all manner of
documentation necessary for issuance or transfer of Permits.

Resolutions

RESOLVED, that each of John W. Hughes, Troy L. Francisco, Bill Potter. Tom Mattox.
John McHale, Dennis Bryant, Alex Messamore, and R. Eberley Davis (“Authorized
Persons*) be, and each of them is hereby, authorized and cmpowered to execute and
deliver to any Governmental Agency having jurisdiction over the business and property
of LODESTAR any and all documents necessary for the issuance or transfer of Permits
including, but not limited to, applications for the issuance and transfer thereof, and the
fact of execution and delivery thereof by any of the Authorized Persons may be relicd
upon by the receiving Government Agency as conclusive evidence of the authority
granted such persons by these resolutions and this Board of Directors' approval of the

_item thus received by the Government Agency; and

s~ N AN



of July, 1997.

~

, )

FURTHER RESOLVED, that in the event any Government Agency rcquires that the
authority of the Authorized Persons to act as provided herein be further evidenced by any

- other document, any officer of LODESTAR shall be, and is hereby, authorized and

empowered to execute and deliver to the requesting Government Agency any such other
document which may be required by the Governmeat Agency as evidence of the authority

~of the Authorized Persons to act as described hercin and the fact of execution and

delivery may be relicd upon by the recciving Govermment Agency as conclusive evidence
of the authority granted by these resolutions 1o such officer and this Board of Dxrectors
approval of the item thus rece:ved by the Government Agency, and

FURTHER RESOLVED that in the cvent any Government Agency to whoma certificate
of these resolutions is to be delivered requires that these resolutions be certified in a form
other than the form in which the resolutions have been writtcn, any officer of

"LODESTAR, shall be, and is hereby, authorized and empowered to certify and deliver 1o

the requesting Government Agency a certificate of these resolutions in such form as the
requesting Government Agency may require, whether or not the text of such certificate -

- bas been actually presented 10 and approved by this Board of Directors and regardless of -

whether the certificate states the effectiveness of the resolutions certified to be as of a
date other than the date of these resolutions, or that such resolutions may have been
adopted in the course of 2 meeting when they were in fact adopted by unanimous written
consent, or the converse thereof, and all of such resolutions so certificd shall be, and they
are hereby adopted as resolutions of this Board of Directors as though they have been
presmted to, and approved by, this Board of Directors at a meetmg or in an action by
unammous written consent.

1
IN WITNESS WHEREOF, the undersigned has executed this consent as of the.2Znd day




RECLAMATION AGREEMENT
AFFIDAVIT OF QUALIFICATION
SURETY COMPANY -
~000000~

[, _Dawn L. Morgan bcmg first duly sworn under oath, deposes and say that
he/she is the (officer or agent) Attorney-in-Fact __ of Frontier Insurance
| Qp_mngb and that he/she is duly authorized to execute and deliver the foregomg obligations;
and that said SURETY COMPANY is authorized to execute the same and has complied in all
' respects with the laws of Utah in reference to commitments, undertakings and obligations herein..

[NAME- POSITION] &

Dawn L. Morgan - Attomey—in—?act
~ Subscribed and swom to before me this 9th__ day of _July 1999 .

' No‘rjm%r!ungc

My Commission Expires: $ "OFFICIAL SEAL" 3.
_ 3 o A<R$LLY A JACOBS
2ot 1e ) ARY PUBLIC, STATE OF ILLINOIS
une X 2002 $, MY COMMISSION EXPIRES 6/15/2002
Altest:

STATE OF Illinois )
COUNTY OF _cook ) o ss:

Dana AN af D -l.
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TONEIBE vsueance coveany

ROCX MILL, NEW YORK 13775-3000
1A Stock Company|

~ POWER OF ATTORNEY

Rnuic All Fon Bp Thase Presruis: That FRONTIER INSURANCE COMPANY, a New York Corporation, having ts princioal offica
Rock Hill, Naw Yof:unu’;gt to ihe following resolution, agopied by the Board of Directors of the Corporation on the 4th day of Nevember, 1985

“RESOLVED, that the Chairman of the Baard, the President. or any Vice President be. nd hereby is. suthorized 1o sppoint Azomays-in-
Facito reprasent and actfor and on behalf of the Company 1o axscuts bonds. undenakings, recognizances and other contracts of indemnity
andwritings obligatory in the natwre thersol, and 1o anach lhereto the corparate saal of the Company, in the transaction of Hs surety buoln-u:‘

“RESOLVED, thattha signatures and anastations ol such officers and the sesl of the Company may bs sixed 10 any such Power of Anorney
or toany cenlficate relating therato by fecsimils. and any such Pawer ot Aarnay or cenificata besring such facaimile signatres ortacsimile
sealshall be valid anyg binding upon the Campany when 80 aifixed with respactto any bond, underuking, recognizance or other contract of
Indemnity or writing obiigatary in the nature thereof; : i : : :

"RESOLVED, thatany such Anomeysin-Fact delivering s secratarial certfication thatthe torsgoing resoludons stili be in sitect mayinsertin.
Such centification the date therect, sald date 10 be not iter than the dars of delivery theracf by such ARorney-in-Fact

This Power of Anarney Is signed and sealed in lacsimile under and by the autherity of the sbove Resoluten.- R
DOES HEREBY MAXE, CONSTITUTE ANDAPROINT:  Lewis James Scheer Michael J. Scheer Alice Rhoads:
James I. Mocre Bonnie Kruse Stephen T. Kazmer Dawn L. Morgan
of Countryside ' A ,In the State of Illinois '
its true and 1wyl Ao 2)+in-Fact with full power and auihority hersby conferred in its name. pisce snd atsad 1a sign. executs, acknowisdge an
deliver in its behalt, and as ks act and deed, without power of redelegation, as ioliows: » ’
8onds guarantaaing the fidality of persons hotding places of public or prvate trust guarantesing the parformance of contracia other than

insurance policies; and exec or gusrantasing bonds and undertakings required or permifted in all acdons or procsedings or by law
slowse: . £ @rmad Py ML 1o Toas Aot (54,300,000.00) Dl 1z snd 1w bind FRONTIER

INSURA'NCE COMPANY thersby a3 fully and to the same sxtent as if such bond or ﬁ_ndsmkln; was signed by the duly suthorized ofiicers of
FRONTIER INSURANCE COMPANY, and il the acts of $aid Atiorney(s}-in-Fact pursuantto the authority herein given are hereby ratified and

confirmed, ) . .

A Witnass Rhereef, BRONTIER INSURANCE COMPANY of Rock Hill, New York, has caused this Powar of Attarney (o be signed by its Preslder
and ity Corporata sesi 1o be amxed this 29th  dayof - April 8 97

FRONTIER INSURANCE COMPANY

SISy ‘
57 oo B
‘ EE ) e/

3:;;' of Sutlvan s s ) HARRY W. RHULEN, President

Oatiis  29th dayo! April 118 97 , betors the subscriber, s Naary Public of the State of
New York in and lor the County of Sullivan, &yemmniomd sndqualified, cams HARRY W, RHULEN of FRONTIER INSURANCE COMPANY 10
M8 perscnally known to be ma individual and officer described herein, and who sxecutsd the precading instrumant, end acknowledged the
Sxecution ofthe same, and being by me duly sworn. dapossd and said, thathe is the officer of the Company aforusaid, and thatthe seal affixed tc the
preceding instrument s the Corporate Seal of the Company, and the Corporate Seal and signature as an officer were duly affixed and subscribedto
m::’idmlnmumombymlumﬂwmddimﬂon ofthe Cerparation, and that the rasolution of the Company. referred 1o Inthe praceding Instryment

. dn m!lﬁﬂmm ﬁlpruf, | have hersunto et my hand. and atfixsd my official seal at Hock Hill, New York, the day and ysar sbove written,

NANCY V, PIERRO
Notary Public Suts of New York

Sulllvan County Clerk’s No. 2305
Commisaion Expires July 8. 1998

CERTIFICATION '

LJOSEPH P. LOUGHLIN, Secetary of FRONTIER INSURANCE COMPANY of Rock Hlll, New York, 66 heraby cerdly thattha loregoing Resolurion
adopled by the Bourd of Directors of this Corporation and the Powsra of Anorney issusd pursuant mm.':’o Im:lmd cormecy lm?gm boththe
and the Powars of A%orney are in full lores and sfiect, .

3‘? Bitnesa Nhtunf. t hw-ghor‘omn $e1 my hand and affixed the facalmile soa! of the corporaton this - 9th day of

. July .19 9 .‘ , ‘ }2.*_
a & Qw%ﬂﬂ;//. |
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*_FORM Q10 (Official Form 10)4/01) . :
UNIT:D STATES BANKRUPTCY COUR

= : -
EASTERN DISTRICT OF KENTUCKY (LEXINGTON)

Name of Debtor ' '
Lodestar Energy, Inc., a Deleware

Corporation

Name of Creditor (The

Case Number

O Check box

3. Total Amount of Clalm at Time Case Filed:

If all or part of your claim is secured or eatifled 1o priority, also complete Item 5 or
[0 Check this box if claim includes interest or other charges in addition o the pri

person or other entity 10 whom the debtor
owes money or property): anyone else hzs filed 2 proo
STATE OF UTAH claim relating 10 your claim. Atiach
Name and Address where notices should be seat: copy of statement giving parti
STATE OF UTAH o m:edbo:n‘f y °m
DIVISION OF OIL GAS & MINING feceived any notices
POBOX 14580 bankraptcy court in this case. ,
SALT LAKE CITY, UT 84114 {1 Check box if the address differs “TH1s SPACE 1S For COURT USE ONLY
. from the address on the eavelope - .
: : sent 1o you by the court. -
{ Telephone Number: , ! :
’ identi Check heell  Llreplaces ,
e e e | e Doty St
1. Basis for Claim ~ 7 Rotroe benchts as achined in 11 US.C. §1114(2)
O Goods sald O Wages, salarics, and compensation (fill out below)
{1 Services performed Your SS #: .
O Moncy loaned Unpsid compensation for services performed
O Personal injury/wrongful death from ‘ to ;
O Taxes (date) (date) L
s io Federal and State coal Mining Reclamation Acts
i 2 . : ed:
2. Date debt was incurred July 14, 1999 3. If court judgment, | ; . :

S
6 below. :
ipal amount of the claim. Attach itemized statement of all

Value to Utah: $711,000.00

Amount of axmngé and other charges at time case filed
included in secured claim, if any: §

Reclamation Agreement
Valué of CollnElLael:r }nsur ance quparly’ Surety

interest or additional charges.
5. Securced Cilaim. , . 6. Unsecured Priority Claim.
{8. Check this box if your claim is secured by collateral DChecktlﬁsboxifyouhwemunseamdprioﬁtyclaim
(ind;dn;mtg D'eiih;:f setoff). i, . Amount eatitled to pml‘ll}'fthc l$
i ription of Collateral: Specify the priority of the claim:
O Real Estate [ Motor Vehicle 1 Wages, salnp:s, or commissions (up to $4,650),* earned within 90 days
& Other, Surety before filing of the bankrupicy petition or cessation of the debtor’s

business, whichever is earlier - 11 US.C. § 507(a)3)- ‘

[ Contributions to sn employee benefit plan - 11 U.S.C. §507(a)(4).

1 Upto § 2,100* of deposits toward purchase, lease, or rental of property or
services for personal, family, or household use - 11 US.C. § 507(a)(6).

O Alimony, maintenance, or support owed to a spouse, former spouse, or

" child - 11 US.C. § 507(a)(7)- .

[ Taxes or penalties owed 1o govemmental unils - 11 US.C. § 507(a)8).

[l Other - Specify applicable paragraph of 11 US.C. § S07(a)()-

*Amounts are subject 1o adjustment on 4/1/04 and every 3 years thereafter

el o W% st
7. Credis;  The amount of all payments on this claim has been credited and deducted for the purpose o PACE B FOR COURT UsE UNLY
making this proof of claim. ) ,

8. Supporting Documents: Anach copies of supporting documents, such as promissory notes, purchase EASTERN DISTRICT OF KENTUC
orders, invoices, itemized statements of running accounts, contracts, court judgments, mortgages, security F"_ED s
agreements, and evidence of perfection of lien. DO NOT SEND ORIGINAL . If the o
documeants are not available, explain. If the documents are volaminous, attach a summary. T (a - L‘-— O ( N

9, Date-Stamped Copy: To receive an acknowledgment of the filing of your claim, enclose a stamped, self-

_ addressed eavelope and copy of this proof of claim. ‘ JUN 0 ‘i zuul

-] Date

| _{ /go/on

Sign and print
ot ot

name and titie, I any, of the creditor of ofher person authonized t file
of power of attorney, if any): ' :

/ I(UM' C: Ser ASSTAS Aoty Gewam | o

AT LEXINGTON
JERRY D. TRUITT, CLEPK,

Penalty for pmflﬂg fraudulent cldim: Fine of up to $500,000 ¢r imprisonment for op to 5 years, or both. 18

119
J.S.C.§§ 152 and 3571.

+%%% Proof of claim forms.und attachments must be filed IN DUPLICATE®***

_To receive a file-stamped copy, file clalm

In triplicate and include & self-addressed, stamped envelope.

S0
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RECLAMATION AGREEMENT 7354 L7
Permit Number: ACT/007/020
~ Date Original Permit Issued: v /0,157 [/
Effective Date of Agreement: %9
STATE OF UTAH -

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS & MINING
1594 West North Temple, Suite 1210
Salt Lake City, Utah 84114-5801
(801) 538-5340

COAL RECLAMATION AGREEMENT
' -ooOOoo—

For the purpose of thls RECLAMATION AGREEMENT the terms below are defined
as follows:

«PERMIT": (Mine Permit No) ~ ACT/007/020 ___ (County) Carbon
“MINE”: (Name of Mine)  Horizon Mine
“PERMITTEE”: (Company or Name) Lodestar Energy, Inc.
‘ ‘ (Address) - 333 W. Vine Str., Suite 1700, Lexington
| . KY_ 40507 -
“PERMITTEE’S REGISTERED
AGENT™: (Name) =~ CT Co oration System
| (Address) 50 West Broadway, 8th Floor, Salt Lake
City. UT 84101
(Phone)  (801) 364-5101
“COMPANY OFFICER(S)™: R. Eberley Davis, Vice President and ;
- Assistant Secretary
“BOND TYPE”: (Form of Bond)  Surety
“BOND”: (Bond Amount-Dollars)  $711.000
| (EBscalated to Year) 2001
“INSTITUTION”: (Bank or Agency) [NA]
[NA]

280199.1

“POLICY OR ACCOUNT NUMBER™:

Page _1_ of _gé—



I 3
RECLAMATION AGREEMENT
Permit Number: ACT/007/020
Date Original Permit Issued: __

Effective Date of Agreement:

“LIABILITY INSURANCE™ (Exp.) 08/31/1999

(Insurance Company)  _Reliance National

v“ST ATE”: ‘ k tah D Natural Reso
“DIVISION: ~ Divisionof Oil, Gas &Mining .
“DIVISION DIRECTOR”: ~ Lowell Braxton ‘
EXHIBITS: » Revision Dates |
“SURFACE DISTURBANCE” Exhibit “A”
“BONDING AGREEMENT” Exhibit “B”
“LIABILITY INSURANCE” Exhibit “C”
“POWER OF ATTORNEY”

Page o of 2/

279349.1
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'RECLAMATION AGREEMENT

This RECLAMATION AGREEMENT (hereinafter referred to as Agreement) is
entered into by the Permittee. :

. 4 - )
WHEREAS, on_%d_%, /4 . , 19 77 , e 1v1sxon
proved the Permit Applicatién Paekage, hereinafter PAP, subxmtted by |
&ﬁﬂ_g&é—_ hereinafter Penmttee, and ’ ‘

WHEREAS, prior to issuance of a permit to conduct mining and reclamation operations:
on the property described in the PAP, hereinafter Property, the Permittee is obligated by Title 40-
10-1, et seq., Utah Code Annotated (1953, as amended), hereinafter Act, to file with the Division -
~ abond ensuring the performance of the reclamation obligations in the manner and by the
standards set forth in the PAP, the Act, and the State of Utah Division of Oil, Gas and Mining
Rules pertalmng to Coal Mining and Reclamation Acthtxes, hereinafter Rules; and

WHEREAS, the Permittee is ready and willing to file the bond in the amount and in a
form acceptable to the Division and to perform all obligations imposed by the Division pursuant
to applicable laws & regulations relating to the reclamation or the Property; and

WHEREAS, the Division is ready and wﬂhng to issue the permittee a nnmng and
reclamation permit upon acceptance and approval of the bond.

NOW, THEREFORE, the Division and the Permittee agree as follows:

L.

280199.1

The provisions of the Act and the Rules are incorporated by reference herein and
hereby made a part of this Agrecment Provisions of the Act or Rules shall
supersede conflicting provisions of the Agreement.

The Permittee agrees to comply with all terms and provisions of the PAP, the Act,
and the Rules, including the reclamation of all areas disturbed by surface coal
mining and reclamation operations despite the eventuahty that the cost of actual

. reclamation exceeds the bond amount.

The Permittee has provided a legal description of the property including the
number of acres approved by the Division to be disturbed by surface mining and
reclamation operations during the permit period. The description is attached as
Exhibit A, and is moorporated by reference and shall be referred to as the Surface
Disturbance.

The Permittee agrees to provide a bond to the Division in the form and amount |

- acceptable to the Division ensuring the performance of the reclamation

Page & of 2/
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10.

R

12.

RECLAMATION AGREEMENT

4 oblxgatmns in the manner and by the standard set forth in the PAP, the Act, and

the Rules. Said bond is attached as Exhibit B and is incorporated by reference.

' <The Permittee agrees to maintain in full force and effect the public liability

insurance policy submitted as part of the permit application. The Division shall
be listed as an additional insured on said policy.

In the event that the Surface Disturbance is increased through expansion of the
coal mining and reclamation operations or decreased through pa:’ual reclamauon

- the Division shall adjust the bond as appropnate

The Permittee does hereby agree to indemnify and hold haxmless the State of Utah
and the Division from any claim, demand, liability, cost, charge, or suit initiated
by a third party as a result of the Permittee or Permittee’s agent or employees
failure to abide by the terms and conditions of the approved PAP and this

’ Agreement

The terms and conditions of this Agreement are non-cancelable until such time as
the Permittee has satisfactorily, as determined by the Division, reclaimed the
Surface Disturbance in accordance with the approved PAP, the Act, and the
Rules. Notwithstanding the above, the Division may direct, or the Permittee may
request and the Division may approve, a written modification to this Agreement.

The Permittee may, at any time, submit a request to the Division to substitute the |
bonding method. The Division may approve the substitution if the bond meets the

~ requirement of the Act and the Rules, but no bond shall be released until the
- Division has approved and accepted the replacement bond.

Any revision in the Surface Disturbance, the bond amount, the bond type, the
liability insurance amount coverage, and/or the liability insurance company, or

. other revisions affecting the terms and conditions of this Agreement shall be

submitted on the form entitled Stipulation to Revise Reclamation Agreement and
shall be attached hereto as Exhibit D (other exhibits as appropriate.)

This agrcement shall be governed and constructed in accordance with the laws of
the State of Utah. The Permittee shall be liable for all reasonable costs incurred

- by the Division to enforce this agreement.

Any breach of the provisions of this Agreement, the Act, the Rules, or the PAP
may, at the discretion of the Division, result in enforcement actions by the
Division which include but are not limited to, an order to cease coal mining and

Page 4 of 2/



" RECLAMATION AGREEMENT

reclamation operations, revocation of the Permittee’s permit to conduct coal
mlmng and reclamation operations and forfeiture of the bond

13.  Inthe event of forfeiture, the Permittee agrees to be liable for additional costs in
excess of the bond amount which may be incurred by the Division in order to
comply with the PAP, the Act, and the Rules. Any excess monies resulting from
the forfeiture of the bond amount upon compliance with this contract shall be
refunded as directed by the permittee or, if a dispute arises, as directed by a court

- of competent Junsdlctlon by mterpleadmg the funds subject to the dispute.

- 14. . Each sxgnatory below represents the he/shc is authonzed to execute this -

Agreement on behalf of the named party. Proof of such authorization is provxdcd
on a form acceptable to the Division and is attached hereto. :

sdAGREEmhis /%/ﬂ' dayof _ chéj L1999

STATE OF UTAH:

'PERMITTEE: LODESTAR ENERGJ, INC. » W%

"R l:’.l')erlgy Davis, Yice President and
Assistant Secret:

NOTE: An Affidavit of Qualification must be completed and attached to this form for
each authorized agent or officer. Where one signs by virtue of Power of Attorney of a company,
such Power of Attorney must be filed with this Agreement. If the Pnnclpal is a corporation, the
- Agreement shall be executed by it’s duly authorized officer.

2993491 _ - Page ¥ S of 2/ J/
280199.1 .



RECLAMATION AGREEMENT

EXHIBIT “A”
PERMIT AREA

LEGAL DESCRIPTION

280199.1 ‘ Page G of 2/
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- RECLAMATION AGREEMENT
Exhibit “A” - PERMIT AREA Permit Number: ACT/007/020

Effective Date: 7u1v 9, 1999
PERMIT AREA
LEGAL DESCRIPTION

- Inaccordance with the RECLAMATION AGR.EEMEN‘I‘ the PERMITTEE intends to
conduct coal mining and reclamation activities on or within the ‘PERMIT AREA as described
hereunder: - (The bonded area equals the permit area.)

Total actes of PERMIT AREA; 3175

Legal Description of PERMIT AREA:
whship 13 South, Range J

Section 8: SE1/4 SW1/4, SW1/4 NWIM SW1/4 SE1/4,
~ Wi SW1/4 SW1/4 SEI/4

Section 17:  N'W1/4 NEV/4, S1/2 NW1/4, NL/2 NW1/4 SW1/4, NE1/4
SW1/4, NW1/4 SE1/4, N1/2 SE1/4 SW1/4,
N122 SW1/4 SEV/4, W12 W12 SW1/4 NEL4
This is the PERMIT AREA that is covered by the reclamation surety provided in Exhibit “B".

IN WITNESS WHEREOF the SURETY has hereunto set it’s sxgnamre this

9th dayof July , 1999 :

Frontier Insurance Copipany ~

SURETY

wafzﬁ%__

Title: Dawn L. Morgan, Attorney-in-Fact




RECLAMATION AGREEMENT

EXHIBIT “B”
SURETY BOND

(NON-FEDERAL COAL)

280199.1 o Page & of 2/



RECLAMATION AGREEMENT

Exhibit “B” - SURETY BOND Permit Number: ACT/007/020

SURETY BOND
(NON-FEDERAL COAL)
-000000-

This SURETY BOND entered into by and between the undersigned PERMITTEE, and-
SURETY, hereby jointly and severally bind ourselves, our heirs, administrators, executors,
successors and assigns unto the State of Utah, Division of Oil, Gas & Mining (DIVISION) in thie -
penal sum of __$711.000 (Surety Bond Amount) for the timely performance of -
reclamation responsxbllmes of the surface disturbance described in Exhibit “A” of the
‘Reclamation Agreement.

This SURETY BOND will remain in effect until ail of the PERMITTEE’s reclamation
obligation have been met and released by the DIVISION and is conditioned upon faithful
performance of all of the requirements of the Act, the apphcable rules and regulatlons, the
approved permit, and the DIVISION.

The SURETY will not cancel this bond at any time for any reason, including non-
payment of premium or bankruptcy of the Principal during the period of liability.

The SURETY and their successors and assigns, agree to guarantee the obligation and to
indemnify, defend, and hold harmless the DIVISION from all expenses which the DIVISION

 may sustain as a result of the PERMITTEE’s failure to comply with the condmon(s) of the

- reclamation obligation.

'The SURETY will give prompt notice to the PERMITTEE and to the DIVISION of
any notice received or action alleging the insolvency or bankruptcy of the SURETY, or alleging
_any violations or regulatory requirement which could result in suspensmn or revocation of the
SURETY?’s license. :

Terms for release or adjustment of the BOND are as written and agreed to by the

DIVISION and the PERMITTEE in the RECLAMATION AGREEMENT incorporated by
reference hcrem, to which this SURETY AGREEEMNT has been attached as Exhibit “B" :

2801991 S Page _7__01; 2/



4 N RECLAMATION AGREEMENT
Exhibit “B” - SURETY BOND
IN WITNESS WI-[EREOF the PERMITTEE h_as hercumo set it’s signature

this__9th dayof__ July 19. 99 .~
insert here '

imm “ P

By' R. Eberlpf Davis

Title: Vice President &
ssistant Secretar

IN WITNESS WHEREOF, the SURETY has hereto set it’s signature this
9th dayof_ July 1989

—Erontier Insurance Company

SURETY

ACCEPTED BY THE STATE OF UTAH:

NOTE: An Affidavit of Qualification must be completed and antached to this
form for each authorized agent or officer. Where one signs by virme of
Power of Attomney for a company, such Power of Attorney must be filed
with this Agreement. If the PERMITTEE is a corporation, the :

Agreement shall be executed by it's duly authorized officer.
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RECLAMATION AGREEMENT

"EXHIBIT4C”

- LIABILITY INSURANCE

Page _/L of. _&_-_/
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Willis

7 Hanover Square-

July 8, 1999

New York, NY 10004-2594 -
Telephone 212-344-8888
Utah Dept. of Natural Resources _ ) Fax 212-344-3511
Division of 0il, Gas & Cable NOORROC
Mining )
Suite 1210 - Tolex
Salt Lake City, UT 84114-5801 . ~ Domestic 128283

-~ Intsmational 421034-MTT -

Dear Certificate Holder

Enclosed is the Certlficate of Insurance issued on behalf of
Lodestar Energy, Inc. and subsidiaries. o

‘Should you have any questions ‘please feel free to call.

cc: Lodestar Energy, Inc. and subsidlarles
Reliance Insurance Company
Reliance National Insurance Company

OIV.OF OIL. GAS & MINING

Wiliis Corroon
Corporation of
New York
insurance Brokers
Consultants



Wdlu Corroon Corporation of New York
7 Hanover Square -

TE SSUED AS A MATTER OF INFORMATION
ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE
HOLDER. THIS CERTIFICATE DOES NOT AMEND, EXTEND OR

Now York NY 10004-2594 ALTER THE COVERAGE AFFORDED BY THE POLICIES BELOW.
(212) 344-8888 COMPANIES AFFORDING COVERAGE
company Reliance Insurance Company
Daniel Leung A :
INSURED ) " COMPANY Reliance National Insurance Company
B .
Lodestar Energy, Inc. and subsidiaries
333 West Vine Strut COMPANY
Suite 1700 c
Lexington KY 40507 COMPANY
D

THIS IS TO CEH‘HFY THAT THE POUC!ES OF INSURANCE IJSTED BELOW HAVE BEEN ISSU TO
INDICATED, NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WH
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT 'I'O ALL THE.TERMS
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. UMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS. )

THEINSUHEDNAMEDABOVEFORWEPOUCYPEHTISE .
g

co POLICY EFFECTIVE | POLICY EXPIRA
R TYPE OF INSURANCE POLICY NUMBER DATE (4 DATE MKDDIYY) s
A | GENERAL LIABILITY GB0144-018 01-FEB-1999 | 31-AUG-1999 |geNERAL AGGREQATE s 2,000,0
X | COMMERGIAL GENERAL LABILITY ' PRODUCTSCOMPIOPAGG ¢ 2.000,0
CLAIMS MADE OCCUR PERSONAL & ADVINWUARY | 2,000,0
|| owner's a coNTRAGTOR'S PROT EACH CCCURRENCE lg 1,000,0
— | IRE DAMAGE {Any one frs) 500,0
MED EXP (Any ohe $ 5.0
A INKAO - UG-1999
_,;(x_nouomunmv KA0144-017 01-FEB-1998 | 31-AUG-1 NEDSNGLELMT  |$ 1,000,0
|2 | ANYAUTO
|__| ALLOWNED AuTOS BODILY INJURY ¢
|| screpuenauTos ) (Per person)
_:(E_ HIRED AUTOS v = :irnu.vlmum s
| X | Non-owNED AUTCS 2 M | | =
EGE IV E] =
— ‘-—- ------ : PROPERTY DAMAQGE s
— 5
Laa .
mn:i::ouw U“!‘\ JUL - 9 \999 LJ AUTO ONLY - EA ACCIDENT
anLnr NS !\M \”Nﬂ
| EXCESSLIABLITY JIV. U Ui, U"" o B
|| umBRELLA FORM ’
| OTHER THAN UMBRELLA FORM
8 | wonkens coMPENSATION AND TBD 09JUL-1999 | 09-JUL-2000
EMPLOYERS' LIABIITY ’
THE PROPRIETOR)
PARTNERS/EXECUTIVE INGL
OFACERS ARE: Exel
OTHER ]

DESCRIPTION OF OPERATIONS/LOCA PECIAL ITEMS

\TIONS/VEHICLES/S!
Psrmit # ACT/007/020 Horizon Coal Mine

Utah Dept. of Natural Resourcas
Division of Oil, Gas &

Mining

Suite 1210

SaltLske City UT 84114-5801

TheVGeneral Liability policy includes ex

-1osive coverag

mummovmzmv:nmnummucwmlmum
EXPIRATION DATE THEREOF, THE ISSUNG COMPANY WiLL BNCEAVOWKIS MAY

45  pAYS WRITTEN NOTICE TO THE CERTIFICATE HOLDER NAMED TO THE LEF
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RECLAMATION AGREEMENT

AFFIDAVITS OF QUALIFICATION

380191 , ~ Page _/_‘_"of_él_/-r



-A)FFIDAVIT OF QUALIFICATION

ASSOCIATE DIRECTOR
--000000~

I, Mary Ann Wright, being first duly sworn under oath, deposes and says that she is the
Associate Director of the Division of Oil, Gas & Mining, Department of Natural Resources, State
of Utah; and that she is duly authorized to execute and deliver the foregoing obligations; and that
said ASSOCIATE DIRECTOR is authorized to execute the same authority of law on behalf of

the State of Utah. &4
Mary Ann Wright, Ass&ia‘wector
‘Division of Qik; Gas & Minigg/ -
Subscribed and sworm to before me this _4/ LAday of <31l ,‘f 1999 .
Notary Public =~ /
My Commission Exj)ires: :

fobe vaxd 39 19,2000

“Attest:

STATEOF __ [ Mah. )
COUNTY OF DALT JHL ) ss:

Page _’2: of i_’_
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RECLAMATION AGREEMENT

AFFIDAVIT OF QUALIFICATION. \
PERMITTEE . , s
-000000~-

I, R. Eberley Davis , being ﬁrst duly sworn under oath, deposes and says
that he/she is the (officer or agent) Vice President and Assistant Secretary of
Lodestar Energy, Inc. ; and that he/she is duly authorized to execute and deliver the foregoing

obligations; and that said PERMITTEE is authorized to execute the same and has complied in
all respects with the laws of Utah in reference to commitments, undertakings and obligations -
herein. '

R. Eberley DAvis, Vice President
~and Assistant Secretary

Subscribed and sworn to before me this E ﬂda,y of x/z 77 | 1997

My Coﬁn’nission Expires:

’ 7 )9/ 200/ G, LINDA KAY KUNZI
, s )\% Notary Public
' . s Jul 28,2001
Attest: ' 201 Saun W S 1800 SLC UT 34148
STATE OF UTAH )

COUNTYOF  Sawr lake ) ss:

. 280199.1 - " Page /b of .



LODESTAR ENERGY, INC.

Unaaimous Consent in Licu of
Meeting of Board of Dircctors

The undersigned, being the sole member of the Board of Dircctors of Lodestar Encrgy.

Inc., a Delaware corporation ("LODESTAR"), hereby conscnts to the following corporate action

in lieu of 2 meeting of the Board of Directors as if the same werc held on fuly 28, 1997, effective

as of said date as fully as if unanimously adoptcd at a duly called meeting of the directors:

LODESTAR engages in various aspects of the exploration, development, production,
storage, transportation and marketing of coal. These activities require LODESTAR
through its agents to obtain from time to time. various permits, licenses, identifying
aumbers, orders and approvals necessary for the conduct of its business in normal course
(such permits, licenses, identifying numbers, orders and approvals shall hereinafter be
called "Permits"). All such Permits are issued by various governmental or regulatory
autharities,” including the United States Office. of Surface Mining Reclamation and
Enforcement, the Kentucky Department of Surface Mining Reclamation and
Enforcement, the West Virginia Department of Energy, the United States Eavironmental
Protection Agency, the Kentucky Natural Resources and Environmental Protection

" Cabinet, Department of Environmental Protection, Division of Water, the United States

Mine Health and Safety Administration and the United States Burcau of Alcohol,
Tobacco and Fireanns (hereinafter all such goverumental or regulatory authorities shall
be called "Govemment Agency," whether singular or plural). The purpose of the
resolutions adopted below is to appaint the named individuals as agents of LODESTAR
to execute and deliver to the appropriate Government Agency all manner of

documentation necessary for issuance or transfer of Permits. ’

Resolutions

RESOLVED, that each of John W. Hughes, Troy L. Francisco, Bill Potter, Tom Mattox.

‘John McHale, Dennis Bryant, Alex Messamore, and R. Eberley Davis ("Authorized

Persons") be, and each of them is hereby, authorized and cmpowered to execute and
deliver to any Governmental Agency having jurisdiction over the business and property
of LODESTAR any and all documents necessary for the issuance or transfer of Permits
including, but not limited to, applications for the issuance and transfer thereof, and the
fact of execution and delivery thereof by any of the Authorized Persons may be relied |
upon by the receiving Govemment Agency as conclusive evidence of the authority
granted such persons by these resolutions and this Board of Directors' approval of the
item thus received by the Government Agency; and o



of July, 1997.

FURTHER RESOLVED, that in the event any Government Agency requires that the
authority of the Authorized Persons to act as provided herein be further evidenced by any
other document, any officer of LODESTAR shall be, and is hereby, authorized and
empowered to execute and deliver to the requesting Government Agency any such other
document which may be required by the Government Agency as evidence of the authority

~of the Authorized Persons to act as described hercin and the fact of execution and
delivery muy be relicd upon by the recciving Government Agency as conclusive cvidence
of the authority granted by these resolutions to such officer and this Board of Directors'
approval of the item thus received by the Government Agency; and

FURTHER RESOLVED, that in the cvent any Government Agency to whom a certificate
of these resolutions is 1o be delivered requires that these resolutions be certified in a form

“other than the form in which the resolutions have been written, any officer of
LODESTAR, shall be, and is hereby, authorized and empowered to certify and deliver to-
the requesting Govemment Agency a certificate of these resolutions in such form as the

requesting Government Agency may require, whether or not the text of such certificate
bas been actually presented to and approved by this Board of Directors and regardless of
whether the certificate states the effectiveness of the resolutions certified to be as of a
~ date other than the date of these resolutions, or that such resolutions may have been
adopted in the course of a meeting when they were in fact adopted by unanimous written
consent, or the converse thereof, and all of such resolutions so certificd shall be, and they
are hereby adopted as resolutions of this Board of Directors as though they have been
presented to, and approved by, this Board of Directors at a meeting or in an action by
unanimous written consent.

IN WITNESS WHEREOF, the undersigned has executed this consent as of the 3Zhd day

Director



RECLAMATION AGREEMENT

- .
- .

AFFIDAVIT OF QUALIFICATION

SURETY COMPANY
- =000000—- -
, ,_Dawn L. Morgan ___, being first duly sworn under oath, deposes and say that
he/she is the (officer or agent) _Attorney-in-Fact of _Frontier Insurance

Company ; and that he/she is duly authorized to execute and deliver the foregoing obligations;
and that said. SURE‘I_‘Y COMPANY is authorized to execute the same and hzs complied in all
respects with the laws of Utah in reference to commitments, undertakings and obligations herein.

—~

@am_é(_%g&_‘
[NAME- POSITION

pawn L. Morgan = Attorney-in-Fact

- Subscribed and sworn to before me this oth day of ___July , 1999 .

NO;ARE‘!UB%C

My Commission Expires: ‘
o i ' "OFFICIAL SEAL"
June 15 ,2A9_2002 KELLY A. JACOBS
‘ NOTARY PUBLIC, STATE OF ILLINOIS
MY COMMISSION EXPIRES &/15/2002
.{;nest:

STATE OF Jllinois )
COUNTY OF _Cook ) s



280199.1

RECLAMATION AGREEMENT

POWER OF ATTORNEY

~

Page _32_2, of 2




1
. S N
L ,
) )

Y

ronbier

o INSURANCE COMPANY

Teense Rl Hill. New York 12778
; 1k Sioes Company)

Toam All Hrn My Thesr Presenis: Tnar FRONTIER INSURANCE COMPANY, 3 New Yotk Corporation, having hs principal office i
Rock Hill. New York. pursuam 10 ihe foliowing resolunion, agopiec by the Board of Direciors of the Corporation on ihe 41h 03y of Novembes, 1988;
“RESOLVED. 1hat the Chairman of the Board, ihe Presicen. o1 any Vice Presigens de. and heredy is. authonized 10 3ppoint Atiorneysein.
Faciio1epresent ang aciior and on behall of ine Company 10 ¢aecuie DONOS. UNOENAkINGS. 1€COPNIZBNCES BNT OINS! coniracis of ingemnity
3n0 wrlings 0DligaIoTy in The RI1ULE Theteo!, anT 10 ANBCH Ihg1e10 Ihe COrPOIE 383101 1he Company.in the Itansaction of its surery business:

“RESOLVED. thatthe sipnatures 3nd snesiations of such otficers sng the ses! of the Company may be atfixed 10 any Such Powsr of Afiorney

©110 any cenificaie 1e1a1ing ihere1d by Iacsimile, ang any such Powet Of Anotney Or cenificate bearing such fscsimile sipnatures or tacsimile

se3!shali be valic ang binding upon the Company when s 3tfis #6 with 1£5p€110 30y DORD, UNOEMBKING, 1IRCORNI2ANCE O7 Othe! contiac) of

ingemnity o1 wiiting oDlipaioty in ihe nature thereot; '

“RESOLVED.1ha sny such Anorney-in-Faci gelivering 3 seciesatial cenification shai the foregoing resolutions silll be in etiect may insenin
such cenilicsiion the oate therecd, 33i¢ oaie 10 be Ot ia1er 1830 the Esie Of Olivery Ihere0f Dy SUCh Anorney-in-FacL”

This Powsr of Aniorney is sipned and seaied in tacsimiie uncet ang by ihe authotity of 1he sbove Resdlution.

DOES HEREBY MAKE. CONSTITUTE AND APPOINT: Lewis James Scheer, Michael J, Scheer, James L. Moore
RL Alice Rhoads, Bonnie Kruse, Stephen T, Kazmer, Dawn L. Morgan
of Countryside ) Linthe State of Minois
i13 11U ang Iswivl-Attorneyis)ein-Fact with full power and auvihotity hetedy conieneg in is name. PIsCe ANT Nead 10 ipn, execule, acknowiedge and
Celiver in s benall, snd a3 its 8ct and deed, without powsr of tedelagation. as foliows: N ’
" Bonds gusranissing the ligellty ol persons hoiging places o!pudlic o1 privaie rust puaraniesing the pericrmance of conttacts otherthan

insurance policies: anc executing o pusramesing bonds ant undenskings recuited or permined in all actions or proceedings or by law

- 8liowed: IN AN AMOUNT NOT TO EXCEED THREE MILLION FIVE HUNDRED THOUSAND ($3.500,000.00) DOLLARS: anc 10 bind FRONTIER
133 i such bond of undenaking was sighet by the duly authorized officers of

INSURANCE COMPANY thereby as fully and 10 the same exie
FRONTIERINSURANCE COMPANY, ant! sl the scis ot saic Anstney(s)-in-F sC1 pursuaniio the avihorlty herein piven are herebdy 1aiified sng

contirmed, .
Jn Witness Whrreo!, FRONTIERINSURAN
$nd s Corporaie seal 10.be stfiaed this - 25th cay ol April

: W g7
FRONTIZRINSURANCE COMPANY : Z{ ‘
N . 8y:

CE COMPANY ot Rock Hill, New York, has caused this Power of Anorney 1o be signec by i Presicem

Siate of New York HARRY W, RHULEN, Presigent

County of Sullivan
Onmis 25th cayol  April L8 87 batore the subseriber. s Nowry Public of ihe Stase of
RRAY W. RHULEN of FRONTIERINSURANCE COMPANY 10

New York inanc for the County of Sullivan, duly commissionec ang e sitied. came HA
e personally known 10 De ihe indivisual Bnc otlicer cescribed Miein, She who 2xecuied the ptecedinp instrtument, ang acknowlistpec 1he
SXECULION 0 1he same, and being Dy me duly Sworn, 0eposed ang 5a:C. a1 he is the OMicer of the Company 310ressic. ang thatthe seal aflixed101he
preceding insirumentis the Corporate Sea) ol the Company.ang 1he Corporate Se813nc signature a5 an officer were Suly sffixed and subscribed 1
: m::whm':umm by Ine puthority ant ditection ol the Corporation, ane 1ng1 the resolution of the Company, teleried10inthe preceding insirument,
rce. . . :

InTr slimang Mhrrea!, | nave nereumo sm my hang, anc stiiaee my ofticial seal 31 Rock Hill, New York, ihe day and year sbove wrinen.

~ NANCY V, PIERRO (/
Notary Pudlic Siate of New York

Susivan Cournty Clerk's No. 2385
Commission Egpbc: Juty 8, 2000

8

CERTIFICATION

of FRONTIER INSURANGE COMPANY o Roch Hill, New York. o heredy cenily ihatihe foregoing Resolution

LJOSEPH P, LOUGHLIN, Secrewnry
A!,Dmty issved pursuani M!IIO. d1e Bue 3N COITECL ANG 1NS1 DOIN: the

200p1ec by the Bosre of Direciors of 1his Corporation ang ine Powers of
Resotution ang the Powers of Anorney sre in full 1orce snd effect

In WWitness Bhrerrof, | 'mvs JerevTe et my hand anc atines the facsimile seal of the corporation wnis 9th cay of

e - Wﬂ,éﬂzg

{ T JOSEPH P 1 DUGHI IV Sarrornre




" Lodestar Energy, Inc. o
Mountain Operations . y Z

White O__ak, Horizon, and Grand Valley Mines

LODESTAR HC35 Box 370
ENERGY .~ Helper, Utah 84526 7-C :
- ' RECE,
May 1,2001 | ‘ o » ‘:‘Vﬁulﬂ
Ms. Pamela Grubaugh-Littig | . Divisinypy o | 9 -
Utah Division of Oi}, Gas and Mining - . , N o
1594 West North Temple, Suite 1210 | o /@"«M"“& L
© Salt Lake City, Utah 84114-5801 =  Chakwo

SUBJECT:  Original Documents for Adding Rider Naming OSM as additional
- Obligee on Horizon Mine's Reclamation Bond - - :

Dear Ms. Grubaugh-Littig:

Lodestar Energy, Inc. is respectfully submitting the original documents for the adding of
OSM as an additional Obligee on Horizon Mine’s Reclamation bond.

Attached are the original rider, affidavit of qualification from the surety company,
- affidavit of qualification from the permittee (Lodestar) and the stipulation to revise -
reclamation agreement. : '

If there are any questions, please feel free to call me at (435)448-9454 or 9455.
Sincerely, |
L‘.——"’CL—:% - \"\N&L —_—

David B. Miller
Business Manager

File:/Horizon/Dogm/DOGMO010501.doc




INSURANCE COMPANY
2636 Elm Hill PikCESuite 500
Nashville, TN 37214
{A Stock Company)

POWER OF ATTORNEY

Ruotw All Fen My These Presents: That FRONTIER INSURANCE COMPANY, a New York Corporation, having its principal office in

Rock Hill, New York, pursuant 1o the following resolution, adopted by the Board of Directors of the Corporation on the 4th day of November, 1985:
d hereby is, authorized to appoint Attorneys-in-

“RESOLVED. that the Chairman of the Board, the President, or any Vice President be, an

Factiorepresent and actfor and on behalf of the Company to execute bonds, undertakings, recognizances and other contracts ofindemnity
and writings obligatory in the nature thereof, and 10 sttach thereto the corporate seal otthe Company, inthe transaction of its surety business;

~RESOLVED. that the signatures and attestations ol such oflicers and the seal of the Company may be affixed to any such Power ol Attorney
orto any certificate relating thereto by lacsimile, and any such Power of Atiorney or certificate bearing such facsimile signatures or facsimile
seal shall be valid and binding upon the Company when so affixed with respecttoany bond, undertaking, recognizance or other contract of

“indemnity or writing obligatory in the nature thereof:: . : - oo : T
“RESOLVED, that any such Attorney-in-Fact delivering a secrelarial cerlification that the foregoing resolutions still be in effact may insert in .
such cerlification the date therecf, said date 10 be not iater than the date of delivery thereol by such Atlorney-in-Fact.” :

This Power of Atiorney is signed and sealed in facsimiie under and by the authority of the above Resolution. - )
DOES HEREBY MAKE, CONSTITUTE AND APPOINT: -+ Lewis James Scheer Michael J. Scheer James I. Moore
> Alice Rhoads Bonnie Kruse Stephen T. Kazmer Dawn L. Morgan Faggy Faust Kelly A. Jacobs
Countryside Hlinois :
of ) .in the State of ’ :
its true and lawlul Attorney(s)-in-Fact with full power and authority hereby conferred in its name, place and stead to sign, execuls, acknowledge and
deliver in its behall, and as its act and deed, without power of redelegation, as follows: - : : :

Bonds guaranteeing the fidelity of persons halding places of public or private trust; guaranteeing the performance of contracts other than
insurance policles; andexacu&taorguarantaahgbnndsmdundamunqsmqtnmdorpmﬂaodm:llacﬂonsocpmoedhgsorbth
allowed; IN AN AMOUNT NOT TO EXCEED FIVE MILLION ($5,000,000.00) DOLLARS; and 'to bind FRONTIER INSURANCE COMPANY
thereby as fully and to the same extent as if such bond or undertaking was signed by the duly authorized officers of FRONTIER INSURANCE
COMPANY, and all the acts of sald Attomay(s)-in-Fact pursuant to the authority herein given are hereby ratified and confirmed.

. JuWitness Whercof, FRONTIER INSURANCE GOMPANY of Rock Hill, New York, has caused this Power of Attorney to be signed by lts
Vice President and its Corporate seal to be affixed this 7th dayof December . 1994

- FRONTIER INSURANCE COMPANY _

Slate of New York y
County of Sullivan 88 . : _ DAVID E. CAMPBELL, Vice PMM
Onthis 7th dayof - December , 1994 , before the subscriber, a Notary Public of the State of

New York in and for the County of Sullivan, duly commissioned and qualified, came DAVID E. CAMPRELL of FRONTIER INSURANCE COMPANY
to me personally known to be the individual and officer described herein, and who exacuted the preceding Instrument, and acknowledged the
execution of the same, and being by me duly swom, deposed and sald, that he is the officer of the Company aforesaid, and that the seal affixed to
the preceding Instrumant is the Corporate Seal of the Company, and the Corporate Seal and signature as an officer were duly affixed and subscribed
::st the salct!' ::stmmi:r;t by the authority and direction of the Corporation, and that the resolution of the Company, referrad to in the preceding
rument, is now in force. . ‘

. An mcsﬁmong ﬂ"l“"’f- | have hereunto set my hand, and affixed my official seal at Rock Hill, New York, the day and year above written.

Llivi. Q- Komre
ALICIAA. LANESE -
Notary Public State of New York

Sullivan County Clerk's No. 2396
Commission Expires July 8, 2000 -

CERTIFICATION

1, JOSEPH P, LOUGHLIN, Secretary of FRONTIER INSURANCE COMPANY of Rock Hill, New York, do hereby certify thatthe lorugbind Resolution
adopted by the Board of Directors of this Corporation and the Powers of Attorney issued purauant thereto, are true and correct, and that both the
Resolution and the Powers of Attorney are in full force and effect. '

: A ﬂitmu ﬁhmbf. 1 have hereunto set my hand and affixed the facsimile seal of the corporation this 27th day of .

o et s |

[/ 7sosepup. LOUGHLIN, Secretary




Frontier Insurance Company

* Rider to be attached to and form a part of Bond Number 143714 on behalf of Lodestar Energy,
Inc. at 333 West Vme St., Ste. 1700 Lexington KY 40507-1628 (Principal), and in favor of
State of Utah, Division of Oil, Gas & Mining (Obligee), executed by the Com?any ,mdxcated
above (Surety) in the amount of Seven Hundred Eleven Thousand And No/100 Dollars
($711,000.00), effective July 9, 1999. | -

- The Principal and the Surety hereby consent to adding the following to the said bond:

U. S Department of Interior, Office of Surface Mining Reclamation and Enforcement
(OSM) as additional Obligee, and;

“In the event the State-Federal Cooperanve Agreement (944.30CFR Chapter VII (7-1-2000

edition)) between Division and OSM is terminated then the portion of the bond covering
‘Federal Lands will be payable only to OSM.”

Nothing herein contained shall vary,‘ alter or extend any provision or condition of the bond other
than as above stated.

Signed, Sealed and Dated this 27" day of March, 2001.

Lodestar Energy, Inc. -~ - Frontier Insurance Company

| ~ Principal Surety
.By%;‘é&toc l//" By:
R <. Jen//e Da.w.s Dawn L. Morgan, Aﬂomey-ig—Fact
7 Viea Pf-wlﬂa.ﬂ’ 7 '



STATE OF ILLINOIS }
. } S-SQ
COUNTY OF COOK }

On March 27, 2001, before me, a Notary Public in and for said County and State, residing -

therein, duly commissioned and sworn, personally appeared Dawn L. Morgan, known to '
me to be Attorney-in-Fact of Frontier Insurance Company, the corporation described in
and that executed the within and foregoing instrument, and known to me to be the person

~ who executed the said instrument, and known to me to be the person who executed the

said instrument on behalf of the said corpqration executed the same.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal, the
day and year stated in this certificate above. -

 "OFFICIAL SEAL"
KELLY A. JACOBS
NOTARY PUBLIC, STATE OF LLINOIS
MY COMAISSION EXHINES 71152002
. T e NS

PRETREN N

My Commission Expires on June 15, 2002



AFFIDAVIT OF QUALIFICATION
SURETY COMPANY
000000~

1, Dawn L. Morgan, being first duly swom under oath, deposes and says that he/she is the (officer

or agent) agent ofilfrontier Insurance Company : and
that he/she is duly authorized to execute and deliver tﬁb fofegoix;g obligations; and that said SURETY

COMPANY is authorized to exccute the same and has complied inall respects with the laws of Utah in

reference to becoming sole surety upon bonds, undertakings and obligations her cin.

.~ Dawn L. Morgan

Attorney—in-Fact
(Position)

Subscribed and sworn to before me this 27th day of _mgh___, 20_01.

TAAYS)

No jc
"OFFICIAL SLALS
My Commission Expires: 6/15/2002 , KELLY A. JACOBS
NOTARY PUBLIC. STATE OF iLLINDIS
Attest: 3, MY COMMITSIN 7Pty 6115/2002
STATE OF Illinois ) |

COUNTY OF Cook )ss:



AFFIDAVIT OF QUALIFICATION
ASSOCIATE DIRECTOR:
-000000-- *

Mary Ann ‘Wright, being first du}y sworn under oath, deposes and says that she is the
Associate Director of Mining for the Division of Oil, Ga§ and Mining. Department of Natural
Resvources,}?S‘tate of Utah;‘and that she is duly authorized to execute and deliver the fore_going :
obligations; and that said Associate Director is authorized to exeéute the same by authority of

laws on behalf of the State of Utah,

(Signcdjw/ /k’f//’ ”7&

Mary Ann Wright, ociate Dj
Division of Oi and Mini

r, Mining

Subscribed and sworn to before me this 7 g'day of __zﬂ_dzfd 202/ .

otary Public

v ‘ » @w& oy -%"'%.M
M - ires:
y Commission Expires | Lake m= '
_Loppe? of 20287 o |
Attest:

.STATEOF _ /2 L)
— N
COUNTY OF _Swd* Lats. ) ®



~ herein.

AFFIDAVIT OF QUALIFICATION
PERMITTEE
~000000—

I, R. Eberley Davis, being first duly sworn under oath, deposes and says that he is the
Vice President of Lodcétar Energy, Inc., the PERMITTEE; and that he is duly authorized to execute and
deliver the foreg(:ing obligations; and that said PERMITTEE is authorized to execute the same and has

complied in all respects with the laws of Utah in reference to commitments, undertakings and obligaﬁoﬁs

N 72N
R. Eberley Davis, Vicc?rjdak\/ '

Subscribed and swomn to before me thisé_?éi'day of _Bf&a' [ ,2001 .

Notary Public '

My Commission Expires: 6/29/2002

Attest:

STATE OF _KENTUCKY )
COUNTY OF _FAYETTE __)ss



« 1 g

Permit Number: C/007/020

Effective Date: __Sgéaf__zgo_a/
COAL '

STIPULATION TO REVISE RECLAMATION AGREEMENT
-ooOOoo- -

This STIPULATION TO REVISE RECLAMATION AGREEMENT entered into by and
between the PERMITTEE and DIVISION incorporates the following revisions or changes to the
RECLAMATION AGREEMENT: (Identify and Describe Revisions Below)

~ The addition of a rider to the reclamation bond to include the Office of Surface Mining '

(OSM) as an additional Obligee. This was required because of the addition of a portion of
Federal Lease UTU- 74804 to t.he permit area. :

In accordance with this STIPULATION TO REVISE RECLAMATION AGREEMENT,
the following Exhibits have been rcplaced by the PERMITTEE and are approved by the
DIVISION: _

——  Replace the RECLAMATION AGREEMENT in its entirety.

——  Replace Exhibit "A" - PERMIT AREA.

X Replace Exhibit *B" - BONDING AGREEMENT (Insert rider and affidavits of
~ Qualification)

— Replace Exhibit "C" - LIABILITY INSURANCE.

The BONDING amount is revised from ($______ Jto (S________).

The BONDING Type is changed from __ o
The SURFACE DISTURBANCE is revised from _____ acres to acres.
The EXPIRATION DATE is revised from to

The LIABILITY INSURANCE carrier is changed from _

to

The AMOUNT of INSURANCE coverage for bodily i mjury and propcrty damage

is changed from ($ )to ($ 4 ).



' H;l’WITNESS WHEREOF the PERMITTEE has hereunto set its signature and seal
thisd )/ Etay of _fpRil ,20_01 . |

By:

A R. Bberley Davis /(/
Title: Vice President

__ ACCEPTED BY THE STATE OF UTAH
 this 7 day of 209/ .

~Hras

/‘469 ot 1}J€' Director, Diﬁon of 0il,

nd Mining

NOTE: An Affidavit of Qualification must be completed and attached to this form for each authorized agent
: or officer. Where one signs by virtue of Power of Attorney for a company, such Power of Attorney
must be filed with this Agreement. 1f the PERMITTEE is a corporation, the Agreement shall be
executed by its duly authorized officer. -
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73 201y 2:50PM  LODESTAR ENERGY, INC... . . ..o - mmww) 5166 E 2208
.' ‘11701701 TH "09: 56 FAX 80153438290 » . Qv
BEFORE THE INSURANCE COMMISSIONER
- OF THE STATE OF UTAH |
COMPLAINANT: - NOTICE OF INFORMAL
: , . ADJUDICATIVE PROCEEDING
UTAH INSURANCE DEPARTMENT : - AND ORDER
RESPONDENT: o . REVOCATION OF CERTIFICATE
‘ N T OF AUTHORITY
~ FRONTIER INSURANCE COMPANY L
195 Lake Louis Marie Road -+~ . - : ,
Rock Hill, NY 12775 ¢ - DOCKET No 2001-17¢-EX

Utah Organjzatioa ID No. 1802

-Thq Utah Insuizuce Dépanmcnt has commenced this inforsal udjudimiw proceeding
pursuat to Utah Code N:nomed (U CA. ) Sections 31A-2-201 and 63-46b-3 and Uteh
Adtmmstmwc Code (U. A Q) Rnle R590-160, Based upon mfomuon contained in ugency

ﬁles or known to the Commissioper, the Commissioner makes the following: -

1. The Respondent isan msu:cr dolmcﬁed in New York and amhonud to do business in

the State of Utab, Utah OrgmuuonIDNo waz |
2, Rspondenc was placed in rchabdttauon in its state of dolmc;le on October (0, 2001

3. Respondent does not meet the risk based caplial requirements to do an insurance

business kiu the State of Utah.

" Having entered his Findings of Fact, the Commissioner now eaters his:
) * CONCLUSIONS OFLAW |
. Grounds exist for dehnquency proceedings under Ctupter 27 of the Utah Insurance
l

“Dansived Tima iﬁv. 1. }1:14PK _Print ‘l‘in;e Nov, 1. 1:16PH
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Code if Respondent Were a domestic iﬁsunér

2 Respondent’s Centi ficate of Autharity should be revoked pursuant 10U C A § 31A—
14-217

Based upon the foregoing Fudmgs of Fact and Conclusions of Law, the Commssnone?

now emers the following:

2
E .

IT'IS HEREBY onnmisb- '

1 Rc.'.pondent s Cemﬂcate of Authomy m the Staie of Utah is revoked fonhw-lh.

2, Respondent is sdll subject to regulation by the Utzh Depmmenl.ol' Iusurana: unlil 2

release of reguhtmn is obtained pursuant to the requirements of the Utah lnsurance Code.

3. This Ordec shall become ﬁnd fifteen ( IS) dzys after the date of mailing tmless a
written request for a heznng is newved from the Respondeat in the offices of the depanxnent
prior.to that date. A written requestfoubeanngshan be signed bythepexsonmabng the
equest and shall state the basis for the celief mequested. '

NOTIFICATION
If you request a hearing regarding this matter, the department will be represented by M
Gale Lemmon, Enforcement Counsel, State Office Building, Room 3110, Salt Lake City, Utah
84114, Tc!ephone Number (801) $33-3800. lt you do not request a hearing, you toay seek
,‘ agency review of this Order by l” lmg a wricen pendcm with the department within 30 days afthe

- date the Order becomes final. However, agency review of an order that becomes final without a

hedring will be ﬁmitcd to review of the record and not an evidentiary n?aring. Failure to rﬁéuest

a hearing or 10 seek ::xgency EIeVicw will be considered a failure to exhaust administrative

L,

R?ceived Time Nov. 1. [:14PM " © Print Time  Nev. | 1:16PM
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temedies and will preclude any further administrative or judicial review or appeal on this matter,

DATED THIS 24'1{;&)' of 047"56" _, 2001,

~ MERWIN U.STEWART
. INSURANCE COMMISSIONER

3 ,mmn Esq. (/
Admmuu-znve Law Judge
Utsh Insurance Department
- Sue Office Building, Room 3110
~ Salt Lake City, Utah 84114
- Telephone (801) 538-3800




1 of 3 DOCUMENTS

: . UTAH CODE ANNOTATED -
Copyright (c) 1953-2001 by Matthew Bender & Company, Inc‘
one of the LEXIS Publishing companies.

All rlghts reserved. .

*** STATUTES CURRENT THROUGH THE 2001 SUPPLEMENT Fedk
ok (2001 FIRST SPECIAL SESSION) ***

‘TITLE 31A. INSURANCE CODE
CHAPTER 27.. INSURERS REHABILITATION AND LIQUIDATION.
PART 1. GENERAL PROVISIONS

. GO TO CODE ARCHIVE DIRECTORY FOR THIS JURISDICTION

Utah Code Ann. § 31A-27 101 (2001).
s 31a-27-101. Scope, purpoée, and constructlon - o *V;

(1) The proceedings'authorized by this chapter may be applied to:

(a) all insurers and reinsurers who are doing, or have done, an insurance
business in this state, and against whom claims arising from that business may exist
now or in the future;

(b) allrinsufers who give the appearance of or claim they do an insurance
business in this state; ’ ‘ ’

(c) all insurérs who have insureds resident in this state; ahd

(d) all other persons organized or in the process of organlzlng to do an
insurance business as an insurer in this state.

(2) The purpose of this chapter is the protectlon of the 1nterests of insureds,
creditors, and the public generally, with minimum interference with the normal
prerogatives of owners, through:

(a) early detection of any potentlally dangerous condition in an insurer, and
prompt application of appropriate corrective measures;

(b) improved methods for rehabilitating insurers, by enlisting the advice and
management expertlse of the lnsurance industry;

(c) enhanced efficiency and economy of liquidation, through clarification and
specification of the law, to mlnimlze legal uncertainty and litigation;

(d} equitable apportlonment of any unavoidable loss;

(e) lessening the problems of interstate rehabilitation and liquidation by
facilitating cooperation between states in the liquidation process, and by extending

the scope of personal jurisdiction over debtors of the insurer out31de this state;
and

(£) regulation of the insurance business by law relating to delingquency
procedures and by substantive rules on-the entire insurance business.




(3) This chapter shall be liberally construed to effect the purpose stated in
Subsection (2). It does not limit the powers granted the commissioner by other
.provisions of law.

HISTORY: C. 1953, 31A-27-101, enacted by L. 1985, ch. 242 § 32; 1986, ch. 204, §
221. .

NOTES TO DECISIONS

ANALYSIS )
Final judgment rule.
Cited.

FINAL JUDGMENT RULE

The Legislature did not intend that orders approving the sale of an asset be"
excepted from the rule that only final orders and judgments are appealable. Golfland:
Entertalnment Ctrs. Inc. v. Utab Ins Comm r, 930 p. 2d 276 (Utah Ct. App 1996).

CITED in Davzster Co;p V. United Republic Lifé Ins Co ’ 152 F. 3d 1277 (10tb Cir
1998).

COLLATERAL REFERENCES

~C.J.8. --44 C.J.s: Insﬁrante:§ 127 et seq.

A.L.R. --Validity, constructlon, and effect of statute establlshlng compensation for
claims not paid because of insurer's insolvency, 30 A.L.R.4th 1110.

Validity, construction, and application of Uniform Insurers Liquidation Act, 44
A.L.R.5th 683.
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Ncw York State

 ASSEMBLY

Sheldon Silver - Speaker

'Wednesday. November 14, 2001
New York State Consolidated Laws
~ Back | New Y. ws | Assembly Home

Insurance
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S 7401. . Application of article; definitions. (a) This article shall
apply to all corporations, associations, societies, orders, firms, and
individuals to which this chapter is applicable, or which are subject to
examination or supervision by the superintendeat under this chapter or
under any other law of this state, or which are doing or attempting to
do or representing that they are doing the business.of insurance in this
state,. or which are in process of organxzatlon for the purpose of or
intending to do such business-therein, anything in this chapter or any
other law of this state to the contrary notwithstanding. : ‘

(b) In this article: '

(1) "insurer" includes all corporatxons, associations, societies,

,orders, firms, and individuals specified in subsection (a) hereof;
(2) "assets" includes all deposits and funds of a special or trust
nature. ' : : - :
's. 7402. Grounds for rehebll;tatlon' of domestic insurer. The.

superintendent may apply under this article for an order directing him .
" to rehabilitate a domestic insurer whxch
(a}) Is insolvent within the meanlng of section one thousand three
. hundred nine of this chapter.
. (b) Has refused to submit its books, papers, accounts or affairs. to
‘the reasonable inspection of the superintendent, his deputy or examiner.

(c) Has failed or refused to comply, within the time designated by the
superintendent,fwith an order of the superintendent, pursuant to law, to
make good an impairment of its capital, or minimum- surplus to
policyholders, if a stock insurer, or of its minimum surplus, if' a

"mutual  insurer, a reciprocal  insurer, ' Lloyds underwriters or a
co~operative fire insurance corporation.

{d) Has transferred or attempted to transfer, by contract of
reinsurance or otherwise, substantially its entire property or business,
or entered into any transaction which merges substantially its entire
property or business into. the property or business of any other
corporation, association, society, - order, firm or individual, without
having first obtained the approval of the superintendent. ’

(e) Is found, after examination, to be in such condition that its
further transaction of business will be hazardous to its policyholders,
creditors, or the public. )

(f) Has wilfully violated its charter or any law of the state.

(g) Has an officer who refused to be examined under oath, concerning
its affairs. ‘ .

(h) If organized under article five-a, six, seven, eight, ten or ten-b
of the former insurance law constituting chapter twenty-eight of the
consolidated laws of nineteen hundred nine, or if organized as a mutual -
or non-stock insurer under article nine-a, nine-¢, ten, eleven-a,
eleven-b, twelve or fourteen of the former insurance law constituting
chapter twenty-eight of the consolidated laws in effect immediately
before the effective date of this chapter or article forty-one,
forty-two, forty-four, forty-five, sixty-one or sixty-six of this
chapter, 1nclud1nq amendments thereto in- force at the time of such
organization, is found to be in such condition, after examination, that
it could not meet the requirements for incorporation and authorization
specified in:such articles except with respect to hav1ng any required
initial surplus.

(1) Has ceased to do the business of insurance for a perlod of one

. Year as provided in subsection. (b) of section one thousand two hundred
" three of this chapter.

(j) Has commenced voluntary liquidation or dissolution, or attempts to
commence or prosecute any action or proceeding to liquidate its business
or affairs, or to dissolve its corporate charter, or to procure the
appointment of a receiver, trustee, custodian, or sequestrator under any
law except this article.

(k) Has been the subject of an application for the appoxntment of a
receiver, trustee, custodian or sequestrator of the insurer or .its-
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appointed by a federal court or if such appointment is imminent.

(1) Has consented to such an order through a majority of its
directors, shareholders, or members. ‘ : . :

(m) Has not organized or completed.its organization and obtained a
license or certificate authorizing it to’ commence the doing of an
insurance business within one year from the date of its incorporation,
as provided in subsection (a) of section one thousand two hundred three
of this chapter. . o

(n) Has failed or refused to take such steps as may be necessary to
‘remove from office any officer or director whom the superintendent has
found, after notice to and hearing of such insurer and ‘of such officer
or director, to be a dishonest or untrustworthy-person.

(o) Has an occurrence of an- authorized control level event or a
mandatory control level event pursuant to subséction (£)  or ({g) of
section one thousand three hundred twenty-two of this chapter.

'S 7403. Order of rehabilitation; advances from property/casualty”
insurance security fund; termination. (a) An order to rehabilitate a
domestic insurer shall direct the superintendent and his successors in
office, as rehabilitator, forthwith to take possession of the property
‘of such insurer and to conduct the business thereof, and to take such
steps toward the removal of the causes and conditions which have made
such proceeding necessary as the court shall direct. . L

* (b) (1) If: (i) provision is made therefor in. an order to rehabili-
tate a domestic insurer, (ii) more thdn fifty percent of the .insurer’s.

‘net direct premiums in the preceding three calendar years were derived .-
~from business in this state which is protected by the - property/casualty
insurance security fund, and (iii) such insurer has consented to reha-
bilitation, the commissioner of taxation and finance shall advance
- monies of such fund, in such amounts as specified in the court’s order,
to the rehabilitator to enable the insurer to comply with any surplus
requirement or other requirement of this chapter. o

(2) Before issuing such order, the court shall determine that the
insurer has the potential and capability, pursuant to a plan submitted
by the rehabilitator, of complying with all surplus and other require-
ments of this chapter and repaying such advance to the fund within  two -
years after termination of the rehabilitation proceeding, at a rate of
interest approved by the superintendent to be determined annually which
shall not be less than the average rate of return of the fund as deter-
mined by the superintendent for the preceding calendar year. ‘

{3) The plan shall include: (i) an explanation of the factors leading
to the insurer's condition requiring rehabilitation and the procedures
proposed to improve its condition, and (ii) a provision for posting
collateral with the rehabilitator as security for the advance, to the
extent that the insurer's assets permit. ,

(4) The court shall not order any advance to the rehabilitator without
his specific request or if the insurer's required capital or surplus is
impaired in an amount exceeding the greater of thirty million dollars or
fifteen percent of the insurer’'s net direct premium writings in the
previous calendar year. Total advances to an insurer shall not exceed
the greater of forty million dollars. or twenty percent of such net
direct premium writings. No advance shall be made on or after July
first, two thousand which would lower the amount of assets in the fund -
below one hundred ninety-five million dollars. . '

(5) Advances shall, in all respects except as to rate of interest, be
subject to the provisions of section one thousand three hundred seven of
this chapter, provided that in the event that an insurer which has
received an advance pursuant to this subsection is subsequently  the .
subject of ‘an order of liquidation, the claim of the fund for the
advance and any accrued interest shall be paid to the fund in accordance

_with the provisions of section seven thousand four hundred thirty-four
of this article. ' o : _

{6) This subsection shall expire July first, two thousand, provided
that the insurer's obligation to repay to the fund moneys advanced to it
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under this subsection, ~and the fund's claim for the advance, and any
accrued interest, as a priority over all non-secured creditors, shall
survive such expiration date. v

* NB Expires July 1, 1999 o

(¢} If at any time the superintendent deems further efforts to reha-
pilitate such insurer would be futile, he may ‘apply to the court under
this article for an order of liquidation.

(d) The rehabilitator or any interested person upon due notice to the
superintendent, at any time, may apply for an order terminating any
rehabilitation proceeding and permitting such insurer to  resume
possession of its property and the conduct of its business, but no such
order shall be granted except when, after a full hearing, .the court
shall determine that the purposes of the proceeding have been fully
accomplished. - L

S 7404. - Grounds for liquidation. The superintendent'may apply under
this article for an order directing the superintendent to liquidate the-
~business of a domestic insurer, or of the United States branch of an
alien insurer having trusteed assets in this state, upon any of the
grounds specified in subsections (a) through (o) of section seven

thousand four hundred two- of this article, whether or not there has been
a prior order directing the superintendent to rehabilitate such insurer.

'S 7405. - Order of liquidation; rights and liabilities. (a) An order to
- liquidate the business of a. domestic insurer shall direct the
superinténdent and his successors in office, as liquidator, forthyith»to
take possession of the property of such insurer. -and to liquidate the
business of the same and deal with such property and business of such
insurer in their own names as superintendents or in the insurer’s name
as the court may direct, and to give notice to all c¢reditors to present
their claims. o . . :
(b) The superintendent and his successors shall be vested by operation
of law with the title to all property, contracts and rights of action of
such insurer as of the date of the entry of the order so directing them
to liquidate. The filing or recording of such order in any record
. office of the state shall impart the same notice that a deed, bill of

sale or other evidence of title duly filed or recorded by such insurer

would have imparted. The rights and liabilities of any such insurer and

of its creditors, policyholders, shareholders, members and all other

persons interested in its estate shall, unless otherwise directed by the

court, be fixed as of the date the order is entered in the office of the -

clerk of the county where such insurer had its principal office on the o
date the proceeding commenced, subject, however, to the provisions of i
section seven thousand four hundred thirty-three of this article to the

rights of claimants holding contingent claims. - : :

{c) The liquidator of any domestic insurance corporation shall

- reinsure all its policy obligations in any solvent corporation
authorized to do business in this state if the unearned premium reserve

of the insurer is sufficient to effect such reinsurance. If .such
reserve is insufficient .for that purpose, the liquidator shall reinsure
"a percentage of each policy obligation of the insurer outstanding to the - : .

extent that the reserve may be sufficient for that purpose. No contract
of reinsurance shall be entered into by the liquidator except pursuant
to an order of the court in which the liquidator was appointed directing
the reinsurance and establishing the general <form .of the ' reinsurance
contract. o : : ' . -

(d) An order to liquidate the business of the United States branch of
an alien insurer having trusteed assets in this state shall be in. the
same terms as those hereinbefore prescribed, except that only the assets

of the business of such United States branch shall be included therein.

(e)  Where the trustee of a mortgage series consisting in whole or in

- part of certificated mortgage investments guaranteed. by a domestic
insurer has distributed all of the trust estate collateral, or has been
permitted by court order to abandon. all or part of such collateral not
distributed, the . court, by order, may, upon the consent of the
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liquidator of the insurer, direct the superintendent, upon being
furnished with a list of certificate holders certified to by the
trustee, to record subsequent transfers of certificates and charge and
collect a reasonable fee therefor, and distribute dividends applicable
thereto.upon liquidation of company assets.in his hands, to the record
owners of such certificates, and make and deduct from such dividend
payments a reasonable charge for such services. The duty of  the
superintendent under such order shall terminate upon the termlnatlon of
the liquidation proceedings.

(f) (1) No later than one hundred eighty days after a flnal order of
liquidation with an adjudication of insolvency of an insurer by a court
of competent jurisdiction of this state, the llquldator may in his sole
discretion make application to the court for approval of a proposal to
disburse assets out of marshalled assets, from time to time as such
assets become available, to any fund established by article seventy-six
of this chapter ‘and any foreign entity performing a similar function,
having obligations Dbecause of such 'insolvency. If the "liquidator
determines = that there are insufficient assets to disburse, the
application authorized by this subsection shall be considered satisfied
by a  filing by the liquidator stating"the reasons for this.
determination.. : )

-{2) Such proposal shall at least include provisions for: .

(A) reserving amounts for the payment of expenses of administration,
claims of secured creditors to the extent of the value of the security
held, and claims falling within the prloritles .established in sectlon
seven thousand four hundred twenty-six of this article;

(B) disbursement of the assets marshalled to date and subsequent
disbursement  of assets as they become available;

(C) disbursements to the: funds and entities entitled thereto under
this subsection in amounts estimated to be at least equal to all claim
payments for which such funds or entities could assert claims against
the liquidator, and if the assets available for disbursement from time
to time do not at least equal such claim payments, then disbursements in

~the amount of available assets;

(D) equitable allocation of disbursements to each of such funds or
entities;

(E) the securing by the liquidator from each of such funds or entltles
of an agreement to return to the liquidator such assets, together with
income earned on assets previously disbursed, as may be required to pay

~claims of secured creditors and claims falling within the priorities

established in section seven thousand four hundred twenty-six of this
article in accordance with such priorities. No bond shall be required
of any such fund or entity; and

(F) a full report to be made by each such fund or entity to the
liquidator accounting for all assets so disbursed to the fund or entity,
all disbursements made therefrom, any income earned by the fund or
entity on such assets and any other matters as the court may direct.

(3) Notice of such application shall be given to such funds and
~entities and to the commissioners of insurance of each of the states.
- Any such notice shall be deemed to have been given when deposited in the -

United States certified mails, first class postage prepaid, at- least -
thirty days prior to submission of such application to the court.
Action on the application may be taken by the court if the xequired
notice has been  given and ‘the liquidator's proposal complies with
‘'subparagraphs (A), (B) and (D) of paragraph two of this subsection. .

(g) No later than one hundred. twenty days after the end of the
calendar or fiscal year of a domestic insurance corporation subject to
rehabilitation or liquidation, upon whichever standard the corporation
conducts its financial affairs, the rehabilitator or liquidator shall
submit to the department an annual report of the preceding calendar or
fiscal year's activity of such corporation. Such report, which shall

- pertain  only to such corporation‘s activities and those of the
rehabilitator or liquidator as they relate to such corporation, shall
include a financial review of the assets and liabilities of the
rarnoratrinn. the claims ararned nr naid in rhat nerind. and a simmarv nf
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all other corporate activity and a narrative of the actions of the
rehabilitator or liquidator respecting such corporation. This report
shall be separate and apart from other reports issued by the liquidation
bureau of the department in the normal course of its business.

8§ 7406. Grounds for ‘conservation of assets of foreign or alien
insurer. (a) The superintendent may apply under this article for an
order directing the superintendent to conserve the assets within the
state of a foreign insurer upon:

(1) any of the grounds specified in subsection (a) through (g),_(]),
(k) or (o) of section seven thousand four hundred two of this article,
or .

(2) upon the ground that such insurer has consented to such an order

through a majority of its directors, shareholders or members, or has had
its property sequestrated in its domiciliary country or state or in any
other country or state.
(b} The superintendent may apply under this article for an order
dlrectlnq him to conserve the assets within this state of .an  alien
- insurer, except one which has its trusteed assets in this state, on any
of the grounds specified in subsection (a), (b), (d) through (g}, (j) or-
(k} of section seven thousand four hundred two of this article, or upon
the ground that it has failed or refused to comply, within the time
designated by the superintendent, with an order of the superrntendent,
pursuant to law, to rectify an lmpalrment of its. trusteed surplus, or
that - it has consented to such ‘an order. through a majority of its
p»dlrectors, shareholders or members, or has had its property sequestrated‘
1n rts dom1c111ary country or. elsewhere.

S 7407. Order of conservation or ancrllary quurdatron of a forergn or
alien insurer. (a) An order to conserve the assets of a foreign or alien
insurer shall direct the superintendent and his successors in office, as
.conservator, forthwith to take possession of, and conserve, the insurer's
property within this state, subject to the court's further direction.

(b) Where the superintendent has been appointed pursuant to the
provisions of section seven thousand four hundred six of this article as
congervator of the assets within the state of a foreign or alien insurer,
for which a domiciliary receiver is subsequently appointed for such insurer
in its domiciliary state which is also a reciprocal state, as defined in
section seven thousand four hundred eight of this article, the
‘superintendent, upon request of the domiciliary receiver, shall,
notwithstanding subsection {a) of section seven thousand four hundred ten
of this article, apply to the court in which such conservation proceeding
was commenced for an order appointing the superintendent as ancillaxy
receiver for such foreign or alien insurer.

(¢) Whenever a domlcrllary receiver is appointed for any insurer in its
domiciliary stateé which is also a reciprocal state, as defined in section
seven thousand four hundred eight of this article, the superlntendent, upon
request of the domiciliary receiver, shall, notwithstanding subsection (a)
of section seven thousand four hundred ten of this article, apply to a

. court of competent jurisdiction for an order appointlng the superintendent
as ancillary receiver of such insurer.

(d) Notwithstanding subsection (a) of section seven thousand four hundred
ten of this article, the court may on the application of the superintendent
pursuant to . subsection {b) or (c) of this section appoint the
superintendent as the ancillary receiver in this state, subject to the
provisions of sections ‘seven  thousand four hundred eight through seven
thousand four hundred fifteen of this article. Subject to the provisions of
such sections, the rights and duties of the superintendent with reference
to such insurer and such assets shall include those heretofore exercised by
and 1mposed upon ancillary receivers of forergn corporations in this state.

S 7408. Uniform insurers liquidation act; title; deflnltlons. (a)
This section and sections seven thousand four hundred nine through seven
thousand four hundred fifteen of this article may be cited as the
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(b} In this act: .

(1) "Insurer" means any person, firm, corporation, association, or
aggregation of persons doing an insurance business and subject to the
insurance supervisory authority of, or to liquidation, rehabilitation,
reorganization, or conservation by, the superintendent of  insurance of
this state, or the equivalent insurance supervisory official of another
state. L .

~ {2)" "Delinquency proceeding" means any proceeding commenced against
an insurer for the purpose of liquidating, rehabilitating, reorganlzlng,
or conserving such insurer.

(3) "Foreign country" means territory not in any state.

(4) "Domiciliary state"” means the state in which an insurer is
incorporated or organized, or, as to -  an insurer incorporated or
organized in a foreign country, the state in which such insurer, having
become authorized to do business in such state, has, at the commencement

-+of delinquency - proceedings, the = largest amount of its assets held in.
trust and assets held on deposit for the benefit of its policyholders or
pollcyholders and - creditors in the United States; and any such insurer.

"~ is deemed to be domiciled in such state.

- (5) "Ancillary state" means any state except a domiciliary state.

- (6) "Reciprocal state" means any state other than this state in
which in substance and effect the provisions-of this act are in force,
including the provisions  requiring that the insurance commissioner or.
equivalent insurance supervisory official be the receiver of a

- delinquent insurer. : . _

S A7) "General assets" means all property, _real, personal, or
otherwise, not specifically mortgaged, pledged, deposited, or ~otherwise.
encumbered for the security or benefit of specified persons or a limited
class of persons, and as to such specifically encumbered property the
term includes all such property or its proceeds in excess of the amount
necessary to discharge all sums secured thereby. Assets held in trust
‘and assets held on deposit for the - security or benefit of all
policyholders, or all policyholders and creditors in the United States,
are general assets.

(8) "Preferred claim” means any claim with respect to which the law
of a state or of the United States accords priority of payment from the
general assets of the insurer.

(9) "Special "deposit claim" means any claim secured by a deposit
made pursuant to statute for the security or benefit of a llmited class
of persons, but not including any general assets.

' (10) "Secured claim" means any claim secured by mortgage, trust,
deed, pledge, deposit as security, escrow, other security interest, or
otherwise, but not including special deposit claims or claims against
general assets. The term also includes claims which more than four
months prlor to the commencement of delinquency proceedings in the state
of the insurer's domicile have become liens upon specific assets by
reason of Judlcxal process.

(11) ""Receiver" means receiver,, liquidator, rehabilitator, or.
conservator as the context may require. :

S 7409. Conduct of delinquency proceedings against insurers’
domiciled in this state. (a) Whenever under the laws of - this state a
receiver - is  to- be appointed in delinquency proceedings for an insurer
domiciled in this state, the court shall appoint the superintendent as
such receiver and direct the superintendent forthwith to take possession
of the assets of the lnsurer and to administer the same under the orders
of the court.

(b) As domlClliary receiver the superlntendent and his successors
in office shall be vested by operation of law with the title to all
property, contracts, and rights of action, and all books and records of
the insurer wherever located, as of the date of entry of the order
directing him to liquidate a domestic insurer or the United States
branch of an alien insurer domiciled in this state, and "he ‘'shall ' have
the right to recover the same and reduce the same to possession; except .
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‘that ancillary receivers in reciprocal states shall have, as to assets,
-located in their respective states, the rights and powers hereinafter
prescribed for ancillary receivers appointed in this state as to assets
located in this state. The filing or recording of the order directing
possession to be taken, or a certified copy thereof, in the office where
instruments affecting title to property . are required to be filed or
-recorded shall impart the same notice as would be imparted by a deed,
bill of sale, or other evidence of title duly filed or recorded. The
superintendent as domiciliary receiver shall be responsible for the
proper administration of all assets coming into his possession or
control. The court may at any time require bond from him or his deputies
if deemed desirable for the protection of the assets.
(c) -Upon taklng possession of the assets of a dellnquent insurer
the domiciliary receiver shall, subject to the direction of the court,
immediately proceed to conduct the businéss of the insurer or to take
such steps as are authorized by the laws of this state for the purpose-
of liquidating, rehabilitating, reorganizing, or conserving the affairs:
of the insurer.  In connection.  with . delinquency. proceedings he 'may
appoint special deputy superintendents, and employ’ such counsel clerks,
and-assistants as he deems necessary. Their compensation and all
expenses of taking possession of the insurer and of conducting the:
delinquency proceedings shall be fixed by the receiver, subject to the ~
approval- of = the court, and shall be paid out of the funds or assets of - o
the insurer. Within the limits of the duties imposed upon them. special
‘deputies 'shall possess all the powers given to, and, in the exercise of"
those powers, shall be subject to all duties 1mposed upon, the . receiver
-with respect to dellnquency proceedlnqs. )
S 7410 Conduct of delinquency prbceedings against insurers not
domiciled in this state. (a) Whenever under the laws of this state an
‘ancillary receiver is to be appointed in delinquency proceedings for an
‘insurer not domiciled in- this state, the court shall appoint the
superintendent as .ancillary receiver. The superintendent shall file a
petition requesting the appointment if he finds that there  -are
sufficient assets of such insurer located in this state to justify the
appointment of an ancillary receiver, or if ten or more persons resident
in this state having claims against such insurer file a petition with
the -superintendent requesting the appointment of such ancillary
receiver. v
{b) - The domiciliary receiver for the purpose of liquidating an
insurer domiciled in a reciprocal state, shall be vested by operation of
law with the title to all of the property, contracts, and rights of
action, and all books and records of the insurer located in this state,
and shall have  the immediate right to recover balances due from local
agents and obtain possession of any books and. records of the insurer
found in this state. He shall also be entitled to recover the other
assets of the insurer located in _this’,state except that upon the
appointment of an ancillary receiver in this. state, the ancillary
receiver shall during the ancillary receivership proceedings have the
sole right to recover such other assets. The ancillary receiver shall,
~as-soon as- practicable, liquidate from their respective securities those
special deposit claiis and secured claims which are proved and allowed
in the ancillary proceedings in this state, and shall pay the necessary
expenses of the proceedings. All remaining assets he shall promptly
transfer to the domiciliary receiver.  Subject to  the foregoing
provisions the ancillary receiver and his deputies .shall have the same
powers and be . subject to the same duties with respect to  the
administration of such assets, as a receiver of an insurer domiciled in
this state.
(c) The domlcllxary receiver of an ' insurer domiciled in a
reciprocal state may sue in this state to recover any assets. of such
insurer to which he may be entitled under the laws of thls state.

S 7411 Filing and proving of claims of non-residents against
delinquent insurers dom1c1led in this state. (a) In a delinquency

v
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proceedinq ‘begun in this - state against an insurer domxcxled in thxs
state, claimants residing in reciprocal states may file claims either

~with the ancillary receivers, if any, in their respective states, or

with the domiciliary receiver. All such claims must be filed on or

before the last date fixed for the filing of, claims in the dom;cxllary .

delinquency proceedings.

(by (1) Controverted clalms of claimants residing in reCLprocal
states may either be proved in this state as provided by law, or,  if
ancillary proceedlngs have been commenced in such rec1proca1 states, may
be proved in those proceedings.

(2) If a claimant elects to prove his claim  in anCLllary
proceedxngs and if notice of the claim and opportunity to appear and ' be
heard is afforded the domiciliary receiver of this state as provided in
section seven thousand four hundred twelve of this article with respect
to ancillary proceedings in this state, the final allowance of such
claim by the courts in the ancillary state shall be accepted in this
state as conclusive as to its amount, and as to its priority, if any,
against special deposxts or other security located within the ancillary

' state.
'S 7412. Filing and proving of claims of residents against
delinquent insurers domiciled in reciprocal states. (a) In a.

delinquency - proceeding in - a ~ reciprocal statée against an insurer
domiciled in that state, claimants residing in this state may file

~claims either with the: ancxllary receiver, if any, appointed in this
-state,: or with the domlciliary receiver, All such claims must be filed-

on or before the last date fixed for the fllxng of claxms in the~:
domiciliary proceeding: .
(b) (1) Controverted claims belonging to clalmants residing in thls
state may be proved either in the domiciliary state as prov1ded by the
law of that state, or in ancillary proceedings, if any, in this state.-
(2) If the claimant elects to prove his claim in this state, he
shall file it with the ancillary receiver in the manner provided by the
law of this state for the prov1ng of claims against insurers domiciled
in this state, and he shall give notice in writing to the receiver in
the domiciliary state either by registered mail or by personal service
at least forty days prior to the date set for hearing. The notice shall
contain a 'concise statement of the amount of the claim, the facts on
which it is based, and the priorities asserted, if any. If. the
domiciliary receiver, within thirty days. after the giving of such
notice, shall give notice in writing to the ancillary receiver 'and to
the claimant, either by registered mail or personal service, of his
intention to contest such claim, he shall be entitled to appear or to be
represented in any proceeding in this state involving the adjudication
of the claim. } : : o
(3) The final allowance of the claim by the courts of this state

'shall be accepted as conclusive as to its amount, and shall also be

accepted as conclusive as to its priority, if any, against special
deposits or other security located within thls state.

S 7413. Priority of preferred clalms, special depos;t claims and
secured claims. (a) In a dellnquency proceeding against an insurer

- domiciled . in this state, claims owing to residents of -ancillary states’

shall be preferred claims if like claims are preferred under the laws of
this state. All such claims whether owing to residents or non-residents
shall be given equal priority of payment from general assets regardless
of where such assets are located. . -
(b) In. a delinquency proceeding against an insurer domiczled in a
reciprocal state, claims-owing to residents of this state shall be
preferred if like claims are preferred by the laws of that state. ‘
. (e) ~ The owners of special deposit claims against an insurer for
which a receiver is appointed in this or any other state shall be given
prlorlty against their several spec;al deposits in accordance with the
provisions of the statutes governing the creation and maintenance of’
such denosits. Tf there is a daficienav in anv such deposif sa that the
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claims secured thereby are not fully dlscharged therefrom, the claimants
may share ' in the general assets, but such sharing shall be deferred
until general creditors, and also claimants against other special
deposits -who have received smaller percentages from their respective
special deposits, have been paid percentages of their claims equal to
the percentage paid from the special deposit.

-(d) The owner of a secured claim against an insurer for which a
receiver has been appointed in this or any other state may surrender his
security and file his claim as a general creditor, or the claim may be
discharged by resort to the security, in which case the deficiency, if
any, shall be treated as a claim against the general assets of the
insurer on the same basis as claims of unsecured creditors., If the
amount of the deficiency has been adjudicated in ancillary proceedings.
as provided in this act, or if it has been adjudicated by a court of
_competent 3jurisdiction in proceedings in which the domiciliary receiver
has had notice and opportunity: to be heard, such amount shall  be -
conclusive; otherwise the amount shall be determined in the dellnquency
proceedlng in the domiciliary state.

'S 7414. Attachment and garnishment of assets. During the pendency of-
dellnquency proceedlngs in ‘this or any reciprocal state no action or
proceeding in the nature- of an attachment, garnishment, or execution

- shall be commenced or maintained in the courts of this state against the.

.. delinquent insurer or its assets. Any lien obtained by any such action

. or proceeding within four months prior to the commencement of any such
delinquency proceeding or at any time- thereafter shall be’void as
agalnst any rlghts arising ‘in such delinquency proceedinq

s 7415. Unlformlty of Lnterpretatlon. The unlform insurers
liquidation act shall be interpreted and construed to effectuate its
‘general purpose to make uniform the law of those states that enact it.
To the extent that its provisions, when applicable, conflict with other
‘provisions of this chapter, the provisions of this act shall control.

S 7416. Grounds for dissolution of domestic insurer. The
superintendent may apply under this article for an order dissolving the
corporate existence of a domestic insurer: (i) upon his application for -
an order of liquidation of its business, or at any time after such order
has been granted; or (ii) upon the grounds specified in subsection (m)
of section seven thousand four hundred two of this article, regardless
-of whether an order of liquidation is sought or has been obtained.

s 7417. - Commencement . of a proceeding. The superintendent

represented by the attorney general shall commence any proceedlng under

- this article by an application to the supreme. ‘court, in the judicial
district in which the principal office of the insurer is located, for an
order directing such insurer to show cause why the superintendent should
not have the requested relief. On the return of such order, and after a
full hearing, which shall be held without delay, such court shall either
deny the application or grant it together with such other relief as the
nature of the case and the interests of policyholders, creditors,
shareholders, members, or the public may require.

.. 8§ 7418.. Service of order to show cause. (a) The order to show
cause and the papers upon which it is granted shall be served upon the
vinSErer named therein by delivering true copies to, and leaving them
with: '

(1) If a domestic corporation- ‘its president or other head, the
secretary or clerk to the corporation, the cashler, the treasurer or any
director or managing agent.

(2) If a foreign or alien corporation: its pres1dent,
.vice-president, treasurer or assistant treasurer, secretary or assistant

' secretary, or any director or managing agent or, if the corporation has
no such officers within this state, to the officer performing

mavmvamrnandlase Eunabd ane
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(3) If a voluntary, unincorporated or a joint stock association,
order or society: the president, vice-president, treasurer, director,
. trustee or other officer or a member with managerial powers.

_ - (4) _ If a -reciprocal insurer or Lloyds underwriters: the duly
~designated attorney-in-fact. , - L P
(b) When it is satisfactorily proved by the verified report of an

examiner to the superintendent or by affidavit of any other person
familiar with the facts that the persons upon whom service is required
to be made have departed from the state or keep themselves concealed
therein or have resigned from their offices within forty days prior to
the application for an order to show cause under the provision of this
section, . or that service cannot be made immediately by the exercise of
reasonable diligence, such order may provide for service in such manner
‘as the court directs. : :

S 7419. Injunctions.. (a) Upon application by the superintendent .
for an order to show cause under this article or at any time thereafter, .

-“the court in which such order is -made, or any justice thereof may
without notice issue an injunction restraining the insurer, its~
officers, directors, shareholders, members, trustees, agents, servants,
employees, policyholders, attorneys, managers; and all  other persons
from the transaction of its business or the waste or disposition of .its
property until further order of the court, : . :

(b) Such court or justice may at. any time during a proceeding under
this article issue .such other injunctions or orders as it deems
necessary to prevent interference with the superintendent or the
proceeding, or waste of the assets of the insurer, or the commencement
or prosecution of any actions, the obtaining of preferences, judgments,
attachments or other liens, or the making of any 1levy against the
insurer, its assets or any part thereof. o

S 7420. Annual report. The superintendent shall transmit to the
legislature in his annual report the names of all insurers proceeded
against under this' article together with such facts as shall acquaint
the policyholders,. creditors, shareholders, and the public with all
proceedings. To that end the special deputy superintendent in charge of
any such insurer shall file annually with the superintendent a report of
the affairs of such insurer. - ‘

S 7421. Removal of proceedings. Any time after commencement of a
_ proceeding under this article, the superintendent may apply ex parte to
the court or any justice thereof for an order changing the venue of and
removing the proceeding to Albany county, or, in the discretion of the
superintendent, to any other county of this state in which he deems that
such proceeding may be most economically and efficiently -conducted.
_Upon  the filing of any such application, the court or any justice
thereof shall direct the clerk of the county wherein such proceeding is
pending to transmit all papers filed therein with such clerk to the
clerk of the county to which such proceeding is removed. The proceeding
shall thereafter be conducted in such other county as though it had been
commenced in such county. : ' -

'S 7422. Appointment of deputies; employment of assistants. (a) For
the purposes of this article the superintendent shall have power to-
appoint special deputy, and assistant special deputy, superintendents as
his agents, and to employ such counsel, clerks and assistants as may by
him be deemed necessary and to give them such powers to assist him as he
considers wise. ; » :

(b) The . compensation of such special and assistant special deputy
superintendents, counsel, clerks and assistants, and all expenses of
conducting any proceeding under this article shall be fixed by the
superintendent, subject to the approval of the court, and shall be 'paid
out of the funds or assets of such insurer.

- s am - .. - -~ - - - LI . . .-
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$ 7423. Exemption trom tiling tees. 'he superintendent shall not be
required to pay any fee to any county clerk, register or other ?qbllc
officer in this state for filing, recording, issuing a transcript or
certificate, or authenticating any paper or instrument pertaining to the
"exercise by the superintendent of any of the powers or duties conferred
upon him by any of the provisions of this article,vwhether_or not such
paper or instrument be executed by the superintendent or’hls»depgtles or
attorneys of record and whether or not it is connected with _the
commencement of an action or judicial - proceeding by or agaipst the
superintendent, or with the subsequent conduct of such an action or.
proceeding. -

S 7424. Deposit of monies collected; preference. Monies collected
by the superirntendent in a proceeding under this article shall be
deposited in one or more ‘state or national banks, savings banks, or
trust companies. In the case of insolvency or voluntary or involuntary
liquidation of any such depositary organized and supervised under the
‘laws of this state, such deposits shall - be entitled to priority - of

~payment - on an equality with any other priority given by the banking law™ -
of this state. The superintendent may in his  discretion deposit Vsuch
monies .or any -part -thereof in a natioral bank or trust company as a:
trust fund:. :

'S "7425. Voidable transfers. (a) Any transfer of, or lien created
upon, the property of an insurer within twelve months prior to the
‘granting of an order to show cause under this article with the intent of
giving to any creditor or enabling him to obtain a greater percentage of
his debt than any other creditor of the same class and which is accepted
by such creditor having reasonable cause to believe that such a
preference will occur, shall be voidable. v ,
" (b) Every director, officer, employee, shareholder, member or other -
person acting on behalf of such insurer who shall be concerned in any
such prohibited act and every person receiving thereby any property of
such insurer or the benefit thereof shall be personally liable therefor
and shall be bound to account to the superintendent. -

(c) The superintendent, as liquidator, rehabilitator or conservator
in any proceeding under this article, may avoid any transfer of, or lien
upon, the property of an insurer which any creditor, shareholder or
member of such insurer might have avoided and may recover the property
transferred or its value from the transferee unless he was a bona fide
holder for value prior to the date of the granting of an order to show
cause under this article. Such property or its value may be recovered -
from anyone who has received it except a bona fide holder for value.

(d) Notwithstanding the provisions of subsection (a) of this section,
a commutation of a reinsurance agreement, approved by the superintendent
pursuant to section one thousand three hundred twenty-one of this
-chapter, shall not be voidable as a preference.

S 7427.  Offsets. (a) In all cases of mutual debts or mutual
credits between the insurer and another person in. connection with any
" action or proceeding under this article, such credits and debts shall be
set off and the balance only shall be allowed or paid, except as
- provided in subsection (b) hereof.
- (b) No .offset shall be allowed in favor of any such person,
however, where: ) : . ) ‘ o :

(1) the " obligation of the insurer to such person would not at the
date of the entry of any liquidation order, or otherwise, as provided in
section seven thousand four hundred five of this article, entitle him to
share as a claimant in the assets of such insurer, or

(2) the obligation of the insurer to such person was purchased by
or transferred to such person with a view of its being used as an
offset, or ’ : -

(3) the obligation of such person is to pay an assessment levied
against the members of a mutual insurer or ‘to pay a balance 'upon a
‘subscription to the shares of a stock insurance coxporation. ’
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S 7428. Disposition of assets and compromise of claims. (a) The
superintendent may, subject to the approval of the court:

(1) sell or otherwise dispose of all or any part of the real and
personal property of an insurer against whom, a proceeding has been

~ brought under this article, and

(2) - sell or compound all doubtful or uncollectible debts or claims
owed by or to such insurer including claims based upon -an assessment
levied against a member of a mutual insurer.

(b) If the amount of any such debt or claim owed by or to such
insurer does not exceed twenty-flve hundred dollars, the superintendent
may- compromise or compound the same upon such terms as he may deem for
the best lnterests of such insurer without obtaining the approval of the
court.

(c) The superintendent may,_subject to the approval of the court,
_sell, or agree to sell, or offer to sell, any assets of such an insurer
-to such of its creditors who may desire to participate in:the purchase,
to be paid for in whole or in part out of dividends payable to such
creditors. -

(d) Upon application of the superxntendent, the court may. deszgnate
representatives to act for such creditors in the purchase, holding -
and/or management of. such assets, and the superintendent may, subject to.
the approval of tle court, ‘advance the expenses. of such representatlveSr
vagalnst the securlty of the clalms of such creditors. .

S ‘7429. Borrow;ng on.the pledge of assets. To facilitate the
rehab111tatlon, liquidation, conservation or dissolution of an insurer
pursuant to ‘this article the superintendent may, subject to the.
approval of the court, borrow money and issue evidences of indebtedness
therefor and secure repayment by a security interest in any or all
property, real, personal or mixed of such insurer. Subject to court
approval, the superintendent may take all other action necessary and
proper to- consummate such loans and provide for their repayment. The
superintendent shall be under no. obligation personally or in his
capacity as superlntendent to repay any loan made pursuant to this
section. .

S 7430. Levy of assessments; determination of liability of members.
(a) Within three. years from the date of an order of rehabilitation or
liquidation of a domestic mutual insurer filed in the office of the
clerk of the county in which the insurer had its principal office, the

" superintendent may make a report to the court setting forth:

(1) the reasonable value of the insurer's assets;

(2) its probable liabilities; and

(3) the probable necessary assessment, if any, to pay all p0551ble
claims and expenses in full, including expenses of administration. -

{b) (1) Upon the basis of such report, including any amendments, the
court, ex parte, may levy one or more assessments against all members of -
such insurer who, as shown by the records of the company, were members
at any time within one year prior to the date of the issuance of the
order to show cause under section seven thousand four hundred seventeen
of this article. - ,

(2) The assessments - shall cover the excess of the insurer's probable
liabilities over the reasonable value of its assets and the estimated
cost of collection and percentage of uncollectibility thereof. ' :

(3) The total assessments against any member with respect to any poli-
cy, whether levied by the board of directors of such insurer, the super-
intendent in liquidation or rehabilitation of such insurer, or other-
wise, and whether levied to make good an impairment of required minimum
surplus or for any other purpose under this chapter, shall be for no
greatér amount than that specified in the by-laws and policies-of that
member and may be limited as prescribed in subsection ‘(a) of section
four thousand one hundred eleven of this chapter. However, if the court
finds that such policy was issued at a rate of premium below the minimum
rate lawfullv vermitted for the risk insured. the court mav determine
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the upper limit of such assessment upon the basis of an adequate rate
for such insurance. ‘ .

(4) No such assessment shall be levied against any member with respect
to any non-assessable policy issued in accordance with the laws of this
state. ) . ;

(c) Thereafter, upon +the filing of a further detailed report by the
superintendent, the court shall issue an order directing each member of
such insurer if he shall not pay the amount assessed against him to the
superintendent on or before a day to be specified in said order, to show
‘cause why he should not be held liable to pay such assessment together
with costs as set forth in subsection (e) hereof and why the superinten-
dent should not have judgment therefor. : - '

(d) The superintendent shall at least twenty days before the return
day of the order cause a notice of such order setting forth a " brief
summary of the contents of such order to be published in such-manner as
shall be directed by the court and mailed to each member at his last
known address appearing on the records of the insurer, or at his last
known address, if no address so appears. ; '

(e) On the return day of such order to show cause, if such member

- shall not appear and serve verified objections upon the superintendent,
the court shall make an order adjudging that such member is liable for
the amount of such assessment together with ten dollars costs and .

- directing that the superintendent may have judgment therefor. 'If the

- member shall appear and serve verified objections upon the superinten-

.dent there shall be a full hearing before the court or a referee to hear:

_and determine, who, after such hearing, shall make an order either nega-
tiving the liability of such member to pay the assessment or directing
that the superintendent may have judgment for the whole or some part of
‘the assessment and twenty-five dollars costs and necessary disbursements .
incurred at such hearing. o ,

(f) A judgment upon any such order, whether granted by a court or
referee, shall have the same force and effect, and may be entered and
docketed, and may be appealed from as if it were a Jjudgment in an
original action brought in the court in which the proceeding is pending.

S 7431, Determination. of 1liability of members for other:
indebtedness. (a) If it shall appear that a member of a domestic mutual
. insurer is indebted to such insurer, apart from  his liability to
assessment, the court may, upon the application of the superintendent,
in any order under section seven thousand four hundred thirty of this
article directing such member to show cause why he should not be held
liable to pay an assessment, likewise direct him to show cause why he
should not be held liable to pay such indebtedness. )

. (b)) The liability of such member for such indebtedness shall be
determined in the same manner, .and at the same time, as his 'liability
for such assessment 1is determined, and the superintendent may have
judgment therefor, without any additional costs.

S 7432. Adjudication of insolvency of insurer; time to file claims.
{(a) If upon the granting of an order of liquidation pursuant to section
seven thousand four hundred four of this article or at any time
thereafter during such ‘liquidation proceeding, such insurer shall not be
clearly solvent, the court shall, after such notice and hearing as it
deems proper, make an order declaring such insurer to be insolvent.

" {b) Where a liquidation, rehabilitation or conservation order has
been entered in a proceeding against an insurer under this article, all
persons who may have claims against such insurer shall present the same
to the liquidator, rehabilitator or conservator at a place specified by
him within four months from the date of the entry of such order, or, if
the superintendent shall certify that ‘it is necessary, within such
longer . time as .the court shall prescribe. The superintendent shall
notify all persons who may have claims against such insurer as disclosed
by its books and records, to present the same to him within the time as
fixed. The last day for the filing of proofs of claim shall be
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determined by the court. . C o

(c) Proofs of claim may be filed subsequent to the date specified,

but, no such claim shall share in the distribution of the assets gnpil
all allowed claims, proofs of which were filed before such specified
. date, have been paid in full with-interest: '

S 7433. Proof and allowance of ¢laims. (a) (1) A proof of claim shall -
consist of a written statement subscribed and affirmed by the claimant as
true under the penalties of perjury, setting forth the claim, the

. consideration therefor, any securities held therefor, any payments made
thereon, and that the sum claimed is justly owing from the insurer to:the
claimant. S - _ -

) (2)°  If a claim is founded upon an instrument in writing, such
instrument, unless lost or destroyed,.shall be filed with the proof of
claim. After the filing of such instrument the superintendent may in his
discretion permit the claimant to retain such instrument until final
disposition of the claim. If such instrument is lost or destroyed, a
statement of such fact and of the circumstances of such loss or destruction.
_shall be filed under oath with the claim. : : : o B
i (b) (1) Upon the liquidation of any domestic insurer or United States
branch which has issued policies. insuring the lives of persons, the

superintendent shall, within thirty days after the last day set for filing -

claims, make a list of the persons who have not filed proofs of claim with
him, to whom it appears to his entire satisfaction, from the records of the:
company, that there are owing amounts on such policies and he shall set.
opposite the name of each person such amount so owing to such person. Each
person whose name shall appear upon.such list shall be deemed to have duly
filed, prior to the last day set for the filing of claims; a proof of claim
for the amount set opposite his name. ' :

(2) Upon the liquidation of any .domestic insurer or United States
branch which has issued property/casualty policies, the superintendent
shall, within thirty days after the last day set for filing claims, make a
list of all persons whose name appears on the books .and records of the
company as policyholders or claimants. Each person whose name appears upon
such list shall be deemed to have duly filed a proof of claim prior to the
last day set for the filing of claims. : :

{c) No contingent claim shall share in a distribution of assets of an
insurer adjudicated to be insolvent by an order made pursuant to section
seven thousand four hundred thirty-two of this article except that any such
claim shall be considered if properly presented and may be allowed to share
if: - :

{1) it becomes absolute against the insurer on or before the last day
fixed for filing of proofs of claim, or :

{2) there is a surplus and the liquidation is thereafter conducted upon
the basis that such insurer is solvent.

(d) (1) Where a liquidation, rehabilitation or conservation order has
been entered in a proceeding against an insurer under this .article, any
person who has a cause of action against an insured of such insurer under a
liability insurance policy issued by such insurer, shall have the right to
file a claim in the proceeding, even though the claim is contingent.

(2) The claim may be allowed: : .

() if it may be reasonably inferred from the proof presented that such
person would be able to obtain a judgment upon such cause of action against
such -insured; . . A

(B) if such person shall furnish suitable proof, unless the court for

~ good cause shown shall otherwise direct, that no further valid claims
- against - such insurer arising out of his cause of action other than those
already presented can be made; and ) :

~ (C) if the total liability of .such insurer to all claimants arising out
of the same act of its insured shall be no greater than its total liability
would be were it not in liquidation, rehabilitation or conservation.

{3) No judgment against such an insured taken after the date of the
entry of the liquidation, rehabilitation or conservation order shall be
Qonsidered %n the proceedings as evidence of liability or of the amount of
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damages. NO juagment against an 1nsured taken by derault, lnguest Or
collusion prior to the entry of a liquidation order shall be considered as
conclusive evidence in the proceeding either of the 1liability of such
insured to such person upon such cause of action or of the amount of
damages to which such person is therein entitled.

{e) Debts owing to a state, county, "district or municipality, or any
subdivision thereof, as a penalty or forfeiture, shall not be allowed
except for the amount of the pecuniary loss sustained by the act,
transaction or proceeding out of which the penalty or forfeiture arose,
with reasonable and actual costs occasioned thereby, and such Lnterest as
may have accrued thereon according to law.

(f) No claim of any secured ¢laimant shall be allowed at a sum.greater
than the difference between the value of the claim-without security and the
value of the security itself as of the date of entry of the order of
liquidation or such other date set by the court for fixation of rights and
‘liabilities as provided in section seven thousand four hundred five of this
article, unless the claimant shall surrender his security to the:
superintendent in which event the claim shall be allowed in the full amount
of its value,

S 7434. Distribution of assets. (a) (1) Upon the recommendation of

the superintendent,. and under the direction of the court, distribution .

. payments shall be made in a manner that will assure the proper recogni-
tion of priorities and a reasonable balance between the expeditious
completion of the Lliquidation and the protection of unliquidated and
undetermined claims. The prlorlty of distribution of claims from an

. insolvent property/casualty insurer - in any proceedlng sub)ect to this
article shall be in accordance with the order in which ~each class of

claims is set forth in this paragraph and as provided in this paragraph.
Every claim in each class shall be paid in full or adequate funds
retained for such payment before the members of the next class receive
any payment.  No subclasses shall be established within any class. No
claim by a shareholder, policyholder or other creditor shall be permit-
ted to "circumvent the priority classes through the use of equxtable
remedies. The order of distribution of claims shall be:

(i) Class cne. Claims with respect to the actual and necessary costs
and expenses of administration, incurred by the liquidator, rehabilita-
tor or conservator under this article.

(ii) Class two. All claims under policies including such claims of the
federal or any state or local government for losses incurred, third
party claims, claims for unearned premiums, and all claims of a security
fund, guaranty association or the equivalent except claims arlslng under
reinsurance contracts..

(iii) Class three. Claims of the federal government except those under
class two above.

(iv) Class four. Claims for wages owing to employees of an insurer
against whom a proceeding under this article is commenced for services
rendered within one year before commencement of the proceeding, not
exceeding one thousand two hundred dollars to each employee, and claims
for unemployment insurance contributions requlred by article eighteen of
the labor 1law. Such priority shall be in lieu of any other similar
priority which may be authorized by law.

(v) Class five. Claims of state and local governments except those
under class two above.

(vi) Class six. Claims of general creditors including, but not llmlted
to, claims arising under reinsurance contracts. -

(vii) Class seven. Claims filed late or any other claims other than
claims under class elght or class nine below.

(viii) Class eight. Claims for advanced or borrowed funds made pursu-
‘ant to section one thousand three hundred seven of this chapter.

(ix) Class nine. Claims of shareholders ‘or other owners'in their
capacxty as shareholders. )
~ (2) Severability. If any classification or priority provided for in
paragraph one' of this subsection is held to be unconstitutional or
otherwise invalid, the remaining classifications and priorities shall

http://assernbly.state.ny.us/leg/?cl=52&a=54 ' 11/14/2001

\




Consolidated Laws , | _> : ' Page 17 of 18

continue in effect. ‘

(b) No creditor =shall be entitled to interest on any dividend by
reason of delay in payment of such dividend. : '

(c) Any claimant of another state or foreign country who 1is entitled
to, or receives, a dividend upon his claim out of a statutory deposit or
the proceeds of any qualifying bond or other asset located in such other
state or foreign country shall not be entitled to any further dividend
from the superintendent until all other claimants. of the same class
irrespective of residence or place of the acts or contracts upon which
their claims are based shall have received an equal dividend upon their
claims. After such equalization, such claimant shall be entitled to
share in the distribution of further dividends by the superintendent
like all other creditors of the same class wherever residing.

(d) If, after an adjudication of insolvency, a mutual insurer is found
clearly solvent upon re-examination, its surplus shall be distributed
among all persons, partnerships or corporations whose membership did not
cease earlier than five years prior to the date on -which the insurer
ceased issuing policies. The distribution shall be in the proportion
which the total premium contributions of each such member during his or
its entire membership in the insurer bear to the total premium contrib=
utions of all such members entitled under this subsection to any
distributive share of such surplus.. ' ‘

S 7435. Distribution for life insurers. ({a) The priority of distribution v o
of claims from the estate of a life insurance company in any proceeding
subject to this article shall be in accordance with the order in which-

—each class of claims is herein set forth. Every claim in each class.
shall, subject to- such limitations as may bé prescribed by law and do.

. not directly conflict with the express provisions of this section, be
paid in full or adequate funds retained for such payment before the:
members of the next class receive any payment. No subclasses shall be
established within any class. The order of distribution of claims shall
be: . . : o

(1) Class one. Claims with respect to the actual and necessary costs and
expenses of administration, incurred by the liquidator, rehabilitator,

~ conservator or ancillary rehabilitator under this article, or by The
Life Insurance Guaranty Corporation or The Life Insurance Company
Guaranty Corporation of New York, and claims described in subsection (d)
of section seven thousand seven hundred thirteen of this chapter.

(2) Class two. Debts due to employees for services performed to the

extent that they do not exceed one thousand two hundred dollars and

represent . payment for - services performed within one year before the
commencement of a proceeding under this article. Such priority shall be.

‘in lieu of any other similar priority which may be authorized by law as

to wages or compensation of employees. '

(3) Class three. All claims for payment for goods furnished or services

rendered to the impaired or insolvent insurer in the ordinary course of

business within ninety days prior to the date on which the insurer was

determined to be impaired or insolvent, whichever is applicable.

(4) Class four. All claims under insurance policies, annuity contracts

and funding agreements, and all claims of The Life Insurance Company

Guaranty Corporation of New York or any other guaranty corporation or
association of this state or another jurisdiction, other than (i) claims

provided for in paragraph one of this subsection, and (ii) claims for

interest. : , . .

(5) Class five. Claims of the federal or any state or local government.

Claims, including those of any governmental body for a penalty or ‘ |
forfeiture, shall be allowed to this class only to the extent of the <
pecuniary loss sustained from the act, transaction or proceeding out of '
which the penalty or forfeiture arose, with reasonable and actual costs

" occasioned thereby. The remainder of such claims shall be postponed to
-the class of claims under paragraph eight of this subsection.

(6) Class six. Claims of general creditors and any other claims other
than claims under paragraphs seven and eight of this subsection.
{7) Class seven. Surplus, capital or contribution notes, or similar

http://assembly.state.ny.us/leg/?cl=52&a=54 _ - | - 11/14/2001
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' . obligations. ) : ~ ‘

- (8) . Class eight. The claims of (i) policyholders, other than claims

under paragraph four of this subsection, and (ii) shareholders or other

owners. .

(b) Every claim under a separate account agreement providing, in effect,

that the assets in the separate account shall not be chargeable with

liabilities arising out of any other business of the insurer shall be

satisfied out of the assets in. the separate account  equal to the

reserves maintained in such account for such agreement and, to the

extent, if any, not fully discharged thereby, shall be treated as a

class four claim against the estate of the life insurance company.

(c) For purposes of this section: .

(1) "The estate of the life insurance company” shall mean the general : S
assets of such company less. any assets held in separate accounts that,
pursuant to section four thousand two hundred forty of this chapter,
‘are not chargeable with liabilities arising out of any other busxness of

" the insurer. ‘

(2) "Insurance policies, annuity contracts and funding agreements" shall
mean all policies and contracts of any of the kinds of insurance
specified in paragraph one, two or three of subsection (3) of~section:
one thousand one hundred thirteen of this chapter and all funding
agreements described in section three thousand two hundred twenty-two of
this chapter, lncludlng all separate ‘account -agreements, except that-
-separate  account - agreements - referred to in subsection (b) of this
section shall be included only to the extent referred to therein.

{3) "Separate account agreement or agreements" shall mean any agreement
-or agreements for ‘separate accounts referred to in sectlon four thousand
two hundred forty of this chapter.

S 7436. Claims-made policies; special requirements. (a) Where a policy
has been issued on a claims-made basis by an insurer against which an order
of liquidation, rehabilitation or conservation has been entered pursuant to
this article, the superintendent shall provide, at an _appropriate
additional premium by -the insured and consistent with the terms of such
policy, for the issuance of coverage for claims based on occurences prior
to the  termination of the policy which. are reported after the termination
of the policy, in the event that the insured seeks to purchase such
coverage in accordance with-the terms of such policy.

(b} If. the order of liquidation, rehabilitation or conservation is
entered against an insurer which has issued medical malpractice policies on
a claims-made basis, then notwithstanding the entry of such oxder, the
superintendent shall comply with the requirements for claims-made policies
as set forth in subsections (b), (c) and (d) of section three thousand four
hundred thirty-six of this chapter and paragraphs two, three and four of

- subsection (f) of section five thousand five hundred four of this chapter.

{(c) In the event that an insured; who has been issued a medical
malpractice policy on a claim-made basis by an insurer against which an
order of liquidation. has been entered pursuant to this article, chooses to
purchase coverage from a successor insurer, the superintendent shall
expedite the transfer of coverage that has been accrued, for claims based
on occurrences prior to the termination of the policy which  are reported.
after the termination of the policy, to the successor insurer of each
insured, in accordance with the requirement for claims-made policies as set
forth in subsections (b), (c) and {d) of section three thousand four
hundred thirty-six and paragraphs two, three and four of subsection (f) of
section five thousand five hundred four of thls chapter. . )
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Commissioner of insurance for the State of Kentucky
215 Weet Main St ' -
‘Frankfort, KY 40602

Re: : mmmciAmmmmmmmmnycmy
and Frontier Insurance Company

Thank you for taking the time to discuss the situation at Frontier Insurance Company with
us last week. 1t is a challenging set of circumstances, and we are making every effort to
assist the New York Liquidation Bureau in its undertaking to rehabilitate Frontier. Qur
combined efforts have included some innovative proposals, and we are most grateful for
your willingness to discuss and expiore the situation with us.. -

We are awalting the approval of the New York Uquidation Bureau to share with you
‘copies of the various agreements that comprise our companies’ relationship to Frontier;
we have no objection in providing the documentation to you but, inasmuch as the
Rmabmbnowwungonbmalde.oﬂyhomdmﬂoshamF;ms
agreements with third parties.

In the interim, we have set out below a brist overview of the situation from our
perspective; we do not presume 10 speak for the Rehabilitator or other Frontier entities.
Nonetheless, we have summarized below the basic structure of the reinsurance and
administrative agreements. Any omissions are due solely to the fact thet we wished to
highlight certain portions of the agreements In advance of your meeting tomomow
conceming this matter. ¥ there is additional information which you belleve would assist
you in your evaluation of this situation, please do not hesitats to ask us for it

- The Reinsurance Annomom.

Effective July 1, 2000, National indemnity Company ("NICO") agreed to reinsure Frontier
mwﬁwhwdhmw:mmm
for accident years 1960 and prior. The AQgregate Limit of the reinsurance was U.S. $800
milion dofiars. The fimR Is recuced by all Utimate Net Loss, as defined, paid by NICO
mmmmumwwumdw
agreement is solely between NICO and Frortier; R is expreesly provided that no third -
parties have any rights undler the agreement. in the event of rehebifitation or iquidation,

‘Page 1
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alrek;smubdkecdypaygbie'tomrehibmétorwlquddor. Thers were no
abﬁniuhmpectofmyspodﬂcun«dmm;almcouidboomuby

nt of Uttimate Net Loss when due, The "accident year® basis of the coverage

, Fronter personnet ; ‘
- abildes. mmmmmnmmm&mwupﬂdwmcomasm

: mm-mmm.wnhmmmmmmamm

m.mm.f.mmmemmmmmm -

hbﬁd.ﬂn.ndmmvmodhdm;gmmentsfom ,
5. The Reinsured was re-defined 1o be both Frontier and ks Calforia-

U.8.$47,080,799.

2 Nmthanmmofrmm'

Frontier Pacific. NICO has no entitement to the third party
rmmwcomodyﬂnmmhmd
mxmmmmmmm
paumvmgmamwm.mwpwuwm
reason. Forpupomdmommnm«tm

M'Mpuvmmmw«m'mmm‘

madoasmommknpmmmmycovuodm

3. mmwuﬂm(mmwmm.bmd '

mm).mmbmmmm1m.mmm
the coverage of the Reinsurance Agreement. Furthermore, as surety
mebcmd.mmalwamm

KL N3
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premium actually paid to the Reinsurer.

Evmﬂmﬂohabm
Frontier voluntarily agreed to enter into rehablitation earlier this year. R is ouwr

unclerstanding that Frontier wished the Depertment’s assistance due to certain cash flow

issues that had arisen at the other things, we understand that

company. (Among
substantial assets were heid in trust by a third party that had entered into an arrangement

with Frontier for business written after 1509.) In any event, @ became clear that, uniess

some altemative arrangement was put In place, Frontier could not easly meet s
obiigations as they came due, despite the existance of substantial reinsurance coverage.

As aresult, NICO and NLAF agreed with the Reguiator to modify the exdsting agreements
in order to fachitate the ongoing payment by Frontier of its obligations; that arangement

breﬂemdhsndommommzmmmAQremmwhbhwuowam _

behalf of Frontier by its Rehabiftator,

| mmmmdmosarrmmmmmmmmm

Frontier entered into with a third party for certain post-1960 business (in other words, the. -
mmwmmwmwmwm )

WMWMMNMMQMWM
Mdswhmsm.ﬂnumwemprwldu among other things, that:

1. The Rehabiltator authorizes NLAF to settie and arrange payment for,
on a 100% (.a.. "gross”) basis al claims other than bond obiligations
which are "accelerated due o [Frontier's) rehabiltation or {the]
fallure of [Frontier] to continue to quakify &8 an authogized Insurer or
surely and any assumed reinsurance.” Al sums thus paid which
were not then owed by NICO under the Reinsurance Agreement,
inciuding sums in respect of third party reinsurances, constitute a
loan to Frontier which & will pay back, with interest.

2 mnmqmwmmaymmmmma

any time. Once terminated, all loan sums and accrued interest owed
wmomummmmmmm
obiigations to Frontier.

< § M.&Fbmkodbadnmmamooolocﬁondt!*dpmy
reinsurances owed to Frontier whils the arrangement I8 in place.

Sums collected Wil be used to pay down any outstanding loan made

by NICO to Frontier. We are hopeful that this feaiure of the
arrangement will serve to minimize the Ioan amount, meaning that we
have maxmized NICO's abily to maintain the arrangement and
wpponttnotd-ﬂymdamurehabmuonowmmhr

Page 3
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We have only recently begun operating under this amangement. At this point, the
greatest threat to the successful rehabilitation of Frontier is a substantial call on its
resources that is not in the ordinary course of its claims run-off. Clearly, a technical
default of hundreds of millions of dollars of reclamation bonds would constitute such an -
event. We believe that such an event would undermine the rehabiltation of the Company,
and provoke its immediate liquidation. Under that scenario, unike rehabitation, we
belleve that no claimants will receive any funds In respect of Frontier insurance policies
or bonds, except payments made by the various state guaranty funds, until the liquidator
has had an opportunity to assess the uitimate Rabifiles and assets of the company. As
you know, that can be a very lengthy and difficult process.

We belleve that the Rohabilltator has the best chance of rehabiiitating Frontier under the
current arrangerent (In other words, paying claims In the ordinary course as they
becoms due). Even if that were not the case, howsver, a call on the reclamation bonds
for technical default will only serve to cripple the coal operations of many insureds without
providing any financial benefit to Kentucky or its reguiators, as the claim wil undoubtedly
serve to force an Immediate liquidation under which no funds would be paid for some

in such a proceeding; the caling of bonds on technical defautt grounds fiely
would not constitute a valld claim in such a pro For these reasons, we have
begun exploring with the Addington and other bond holders, methods by

Once agaln, we are grateful 1o you and your Department for its wilingness (o diecuss
these issues and 1o expiore any ways in which we can together ensure that al concemed
partie’ interests are protected to the greatest extent possiie.

Very tiuly yours, .
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Des. 232001 2:49PM  LODESTAR ENERGY,

[NC.
Fa |State of Utah

Michael O. Leavitt ;::‘B:‘: :::ﬁ Temphe. §wn 1210
Kathloan Clarks J| S Lake Chy, Uah 84114-5807
Executive Director || #01-$34-5340
Lawell P. Braxeoa | 801-359-3540 (Fax)
Division Director § 801.538-7223 (TDD)

October 5, 2001

CERITFIED MAIL :
7099 3400 0016 8896 0013

Dave Miller, Resident Agent -
" Lodestar Energy, Inc’
H.C35Box370 -
-Helper, Utah 84527

Dear Mr. Miller: -

The new surety rules are now effective and Lodestar Energy, Inc. must replace the current surety, -
Frontier lnsurance Company, within 120 days of receipt of this letter. The new rules, R645-301-860.110,
Tequire that a surety company have a rating of A- ar better or a Financial Performance Rating of 8 or better .
according to the A.M. Best’s Key Rating Guide and be continuously listed on the Department of Treasury,
Circular 570, Currently, Fronticr Insurance Company is in “rehabilitation” with the New York Insurance
Commission and has a Best’s Rating of “E" and was dropped from the Circular 570 in June 2000.

Please call me (801-538-5306) or Pamela Grubaugh-Littig (801-538-5268) if you have any
questions about this. ' .

v

Enclosure

Eb Davis, Lodestar Energy, Inc,
-John Maycock ’
PAGROUPS\COAL\WPMW07001. WO\FINAL\Bondreplscementletter.doc.
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-‘ State of Utah

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING
' Michael O, Leavitt ,‘:,“:‘,"',mrm Sulie 1210
Salt Lake W Utgh 84114-8301
pemmncarks | ao1.538630

Lowell P. Braxtan [ 801-3593940 (Fax)
Divisian Director § 801:538-7223 (TDD)

October 5, 2001

CERITFED MAIL
7099 3400 0016 8896 0020

Dave Miller, Resident Agent

Lodestar Energy, Inc I ‘ o

" H.C.35Box 370 - , ‘ , -
Helper, Utah 84527 ' / ~ :

Dear Mr. Miller:

The new surety rules are now effective and Lodestar Energy, Inc. must réplace the cusrent surety,
Frontier Insurance Cormpany, within 120 days of receipt of this letter. The new rules, R645-301-860.110,
require that 2 surety company have a rating of A- or better or a Financial Performance Rating of 8 or better
according to the A.M. Best's Key Rating Guide and be conrinuously listed on the Department of Treasury,
Circular 570, Currently, Frontier Insurance Company is in ‘rehabilitation” with the New York Insurance
Commission and has a Best’s Rating of “E" and was dropped from the Circular 570 in June 2000.

Please call me (801-538-5306) or Pamela Grubaugh—l.lmg (801-538-5268) if you have any
questions about this. :

vs

Enclosure .

€b Davis, Lodestsr Energy, Inc.

John Mayeock

* PAGROUPS\COAL\WIN007001. WOFINAL\Bondreplacementiettir.doc




Recgive_d Time Nov, 1 [:14PM- Print Time Nav. 1, 1:16PM

cheiv‘ed Time Nov. L L:l4P Print Time Nov. | L l:lBPﬁ

B State of Utah
O | SRS MR

. . 1394 West North Temple, Suits 1210
Michael O, Leavise § on pay 145801

- Governae § o Lsks Caty, UtaD 841145801
. Kathloen Clacke y k
Buscutive Directoe | 01-538-540
Lawsll P. Braxton 801-350-3940 (Fax)
© Divisian Direetar 801.538-7223 (Tody- -

| Ogtobcr26, 2001

. Dave Miller, Resident Agent
_Lodestar Bnergy, Inc.
- " HC35Box 370
. Helper, Utah 84526

. DearMr. Miller:

The Division has processed the Whisky Creek Contour Mining of Barricr Coal (fee coal)
significant revision to the White Oak Mine, including all raterials submitted as of this date and
has determined the application to be complete and adequate for issuance of a revised permit.

" The Decision Document and permit are enclosed. Please note the nine special conditions in
Attachment A. The conditions have ditferent time frames with which to comply, some as short
ds five days. Please have both copies of the permit signed by an authorized representative and
return one to the Division. ‘ ' '

If you have aziy questions, please call me.

" Gincerely,

Enclosum‘s: Deas\on Document, 2 permits
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As conditions of the pennit, the Permittee must provide (hc

R

h 2) .

3

4

ATTACHMENT A

Water Monltoring, R645-301-731.200.

Loadout,

-/mhnux.bl state.utu
Mining Operatons and Facilitics. R645-301-553.
60 days to do rough backfilling and gradi provided

143544894y, i35 3 )

b2
x
ta
S

following in accordance with:

' Lodestar Energy, Inc. will submit water quality data for the White Oak Complex and
in an electronic format through the Electronic Data Input web site,
) i-bin/appX- i .

The Permittee may take more than
that no more than 306,000 LCY of

spoil may be stored in the temporary spoil pile ot in any pit or other location at the mine
where it is not in the approximate location for final grading.

R645-301-560. The Permittee must
portion of Whisky Creek during rough

Qperatlons Plan Hydrolo ’ ‘
. R645-301-742.310. By November 26, 2001, the Permittee will revise all Map R645-301-

gle InIormation. i

establish the gpproxirate locatian of the Upper. ’
bac)cﬁuing and grading. : '

742-310B versions (submitted on September 10, 2001) 10 indicate that the correct
weighted curve number for Zone 4is74. :

Operational Use of Explosives. R645-301

survey of the Questar gas pipeline must be conducted

pipeline survey must be provided to Questar priortob
for comments. - Copies of pipeline gurvey must be

days of completion of the survey.

General Reclamation Reqﬁirements. R645-301-541:400. By January 26, 2002, details -

of the reclamation sequence of the Belina Haul

Post Mining Land Uses. R645
remove all references to construct

Road and the White Oak Complex coal
* pad and Sediment Pond 004A must be submitted to the Division

301-412, By January 26, 2002, the Permittee must
the 1200-foot section of road because the Oman's

desire to construct it themselves o the leasc agreement must be modified. Also by
January 26, 2002, comments from the lendownes conceming the postmining land use. -
for Section 30 must be provided. -

- TReceived Time

© Dec, 20 12:180

Print Time D_ec.~21. 12: 200
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A

Hydrologic Reclamation Plan. o : :
R645-301-731.120. By November 26, 2001, the Permittee must revise Figure SRP-2'to
include: 1) the location of the highwall in the Relocated Stream Profile that will be

2:SIPY®  LODESTAR ENERGY. INCw. ... .. ..1435s48Y, 5166 P 28/2

3

moved further upstream, and 2) the graded spoils in the restored stream channel that will

be removed from the Transition X-Section to more accurately refloct the actual design.

Maps Plans and Cross-Ser;tiops of Reclamation. R645-301~542.300 and I'{645-'304l-
521.152. By November 26, 2001 the Perinittee must provide the Division with a contour
map of the reclaimed White Oak mine site at a scale of 1"’ = 100’ that show the contours

. within 100 feet of the disturbed area boundaries. (Map R645-301-527 Sheet 13, White
Oak Mine Site Final Reclamation Contours docs not show the contour that are 100 linear -

" feet outside the disturbed area boundarics

9

Bonding, R645-301-840.520 By Novembes 2; 2001, the Permnittec must notify the
Division of the capacity of Frontier Insurance Company to provide adequate bond -
coverage for the White Oak Complex. S '

0:007001 WO\FINAL\PERMIT\evP_102601.do¢

.-

Received Tine  Dec.2l12:08PK  Print Time  Dec.21. 12:19P¥

4




e 232001 1 2:5UPY . LODESTAR BNERGY, INC#.. .. ... ..143544BS(; 5156 5 27/28P-2.

Lodestar Eniergy, Inc.
Mountain Operations
" White Oak, Horizon, and Grand Valley Mi Mines
HC35 Box 370
Helper, Utah 84526

November 2, 2001

Ms. Pamela Grubaugh-Littig

- Utah Coal Program

- Utah Division of Oil, Gas and Mining .
1549 West North Temple, Suite 1210
Salt LaLe City, UT 841 14-5801 '

RE: Not:ﬁcauon of Incapacxty of Surety Company °
Dear Ms. Grubaugh—leg*

Lodestar Bnergy, Ine. is providing this letter in comphmce with Utah Regulation R645-
301.840.520. It has come to our attention that the Utah Insurance Department completed
proceedings for the revocation of Certificate of Authority against Frontier Insurance
Company 195 Lake Louis Marie Road, Rock Hill, NY 12775 on October 24, 2001. The
certified letter of the procecding and order. was mailed t Frontier Insurance Company on
Octaober 25, 2001, ~

The order becomes final in fifteen (15) days after the date of madmg ugless a wntten
request for a hearing is received from the Respondent. Thekcspondenthas 30 days from -
the date the order becomes final to seek an agency review by ﬂlmg a written petition.

An “Order of Rehabilitation” was entered by the Supreme Court of the State of New
York on October 15, 2001, which includes a finding that “Froatiet is insolvent”. Ttis our
understanding that Fronner would deny that any mcapaczty’ is created by any such
msolvency

Please feel free to contact Eberley Davis - Lodestar (Lexmgton) at (859)255-4006 or
myself at (435) 448-9454.

Sincerely,

lg_,kf?z-\’uQ)—‘

* David B. Miller
Business Manager

Ce: Eberley Davis — Lodestar Energy (Lexington)

File/MydocumentsDOGM/DOGMO! (1 102.doc
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State of Utah -

( 8 | Deeiien or Rarne RESOURCES
/%P | DIVISION OF OIL, GAS AND MINING

1594 West Nodh Temple, Suire 1210
Micduse! %.u”.i“ POBoX 145801
. b § Saft Lake City, Ltah 84114.5801
Katliloen Clarke §
fixwentive Disuctor | $01538-5340
Lawell P. Braxton || $01-3693940 (Fax)
Division Director I 801-538-7223 (YO0}

November 13, 2601

CERTIFIED MAILL

7099 3400 0016 8895 9970-
Dave Miller, Resident Agent
Lodestar Energy, Inc.

HC35Box370
. Helper, Utah 84526

Re:

. Dear Mr. Miller:

" Lodestar Energy, Inc. must maintain surety for the Horizon Mine and White Oak Mine Complex
as required by the provisions of UCA 40-8-14 and rules enacted thereunder, The Supt_emc Court of ths:_
State of New York declared Frontier insalvent on October 15, 2001, In accordance with Utah Regulation
R645-301-840.520, Lodestar Energy, Inc., must replace the two Frontier Insurance Company bonds
within 60 days of receipt of this letter; but no later than COB January 7, 2002. The White Oak Mine
bond, Frontier Insurance Company Bond #143715, in the amourtt of $3,832,000; and the Horizon Mine
bond, Frontier Inmnce Company Bond #143714, in the amount of $342, 000 reqmrc rep!acemt

lfreplawmentsmetylsnotpostedwnhmmnme&amudemmustcuseeod extraction and
comply with the provisions of R645-301-541.100 through R645-301-541.400 as applicable and
immediately begin to conduct reclamation operations in accordznce with the reclamation plan.

!fyou have any questions, please call mé.

v .
«©: Price Pield Office -
N&kouvs\coauwmmz WQ\HNAL‘p.llodunrdcc

. Rec?ived vTim’e © Nov. 15, 12:53PK ‘ Print Time Nov, 16. 12:55P¥
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<<, TwH
DIVISION OF oﬁf &%L%gms , 6/7/

Moenl O, Leeia | Ly T S  RECEVED JuN 0 8 2009 /’QA

@ %&%&% of Utah

PO Bex 143001
Kathlosn Qlarksg | 5% Ltkw Clty, Uteh 841146401
Examtive Divecier | 801-834-6340
Lowell P, | 030 (Puny
ms&‘ 901-590-7229 (TDD)

June 5, 2000

CERTIFIED
P 074 978 604

Dave Miller, Resident Agent .

~ Lodestar Eaergy, Inc.
HC35Box370

. Helper, Utah 84526

Dear Mr. Miller:

Wmmuemdymmmmmmumﬁmummm
federa! coal, but has mined tbmugh‘f the BLM righp-of: by-ny.rdmlw Wﬂn. and bonds with federal -
obligoes be accepted if they are writtan by s surety listed in the Departmant of Treaggy,
ﬁg&ﬁmw“ﬂzy&emﬁmdhm-mmmc@qkm
WuWWaMMaWoMMMMLM
(attached). Additionally, the A M, Best Rating Guide currently mated this compeny at C++ (sttached).

v mwm‘mmuwmmwwammmwwbum

Thereore, puryuant to the requirements of R645-301-870- please replace surery bonds # 143718
. In the amount of $4.292,000 for Whits Ouk Mine and #125427 in the amount of $711,000 for the
WMMM.MWWWWCMW’M?IS. 2000.

Ifyou have nyqumim,plqu call me.

[ )
:‘;, MeyAnn Wi

Price Pleld
02007001 NO\BOND'weplacalu000. wpd

Received Time Jun. 8. 2:S6PM Print Time . Jun, 8. 2:59PM
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@ State of Utah

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING
Michae! O, Leuvie o s Tampis, Sulle 1210
Sakt Lake City, Utsh 84114-8801
Lowell P. Braxtan 801-355-3940 (Fax)
Division Director § 801.538.7223 (TOD)

_oaobe:s. 2001

CERITFIED MAIL
7099 3400 0016 8896 0020

Dave Miller, Resident Agent

Lodestar Energy, Inc

- HC35Box370
Helper, Utsh 84527

Deaer Miller: -

Thenewmetymlesmnoweﬁecnvemdlodmﬁnm,hc mstuphoethecumntmy
Frontier Insurance Company, within 120 days of receipt of this letter. The new rules, R645-301-860.110,
require that 3 surety company have a rating of A- or better or a Financial Performance Rating of 8 or better
accordmgtotheA.M.BestchyRaﬂngGmdeandbccomnuouslyhstedondeepummtomemy
Circular 570. Currently, Frontier Insurance Company is in ‘“rehabilitation™ with the New York Insurence
ComnssxonandhasaBestsRaungof"E"mdwdroppedﬁommeCmuhrsmmhmezooo

Please call me (801-538-5306) or Pamela Gmbaugh-hmg (801-538-5268) if you have any
quutwns about this.

vs

Eaclosure .

€b Davis, Lodestsr Energy, Inc.

John Mayeock

P\GROUPS\COALI\WF007001. WO\FINAL\Bondreplacementieter.doc
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INCWMFING (U Hooot

)5 , CC'. (00710000
hous ° ' ° RECEIVED
UNITED STATES BANKRUPTCY COURT JAN 2 § 2002
EASTERN DISTRICT OF KENTUCKY DIVISION OF |
(LEXINGTON DIVISION) - OIL, GAS AND MINING
)
In re: ) Case Nos. 01-50969 and 01-50972
) .
LODESTAR ENERGY INC,, et al., ) _Chapter 11
o )
Debtors. ) Jointly administered under
) Case No. 01-50969
LODESTAR ENERGY INC. AND )
LODESTAR HOLDINGS, INC., ) -
) Judge Joseph M. Scott, Jr.
Plaintiffs, )
)
V. )
)
THE STATE OF UTAH, et al., ) Adyv. Pro. No. 02-5001
)
Defendants. )
)

PLAINTIFF’S DISCLOSURES OF EXHIBITS
PURSUANT (0) R

Lodestar Energy, Inc. and Lodestar Holdings, Inc. (the “Plaintiffs”), in accordance
with the Agreed Amended Order Scheduling Heaﬁﬁg and Re: Presentation of Evidence by Affidavit
hereby provide the following exhibit disclosures: |

| Attached hereto are the exhibits that the Plaintiffs will offer into evidence at the
hearing of Plaintiff’s Motion for Temporary Injunction and/or for Preliminary Injunction set for

o Thursday; January 31, 2002. Exhjbits are marked A-T.



Plaintiffs hereby reserve the right t'oA amend and/or supplement these disclosures at
any time prior to fhe commencement of the hearing to add any additional exhibits and to introduce
any exhibit which the Defendants may identify in their disclosures or intend fo offer at the hearing.

Respectfully submitted, »
SQUIRE, SANDERS & DEMPSEY, LLi’

Stephen D. Lemer, Esq.
Gregory A. Ruehlmann
Jeffrey A. Marks, Esq.

Suite 3500, 312 Walnut Street
Cincinnati, OH 45202-4036
Telephone: 513-361-1200
Facsimile: 513-361-1201

Email: slerner@ssd.com
gruehlmann@ssd.com
jemarks@ssd.com

and

FOWLER, MEASLE & BELL, LLP

Taft A. McKinstry, Esq.
Ellen Arvin Kennedy, Esq.
300 West Vine Street, Suite 600
Lexington, KY 40507-1660
Telephone: 859-252-6700
Facsimile: 859-255-3735

Email: tmckinstry@fmblaw.com
eakennedy@fmblaw.com

COUNSEL FOR PLAINTIFFS



ERTIFICAT ERVICE

I hereby certify that a true and correct copy of the foregoing was served upon those |

persons listed below by email and/or U.S. Mail, postage pre-paid, as indicated, on this the & day
of January, 2002:

Matthew B. Bunch, Esq.
- 271 West Short Street, Suite 805
P.O. Box 2086
Lexington, KY 40588-2086
Email: matt@bunchlaw.com
CO-COUNSEL FOR PACIFIC EMPLOYERS
INSURANCE COMPANY AND STATE OF UTAH
Email and U.S. Mail, Postage Pre-Paid

John Maycock, Esq.

ASSISTANT ATTORNEY GENERAL, STATE OF UTAH
c/o Matthew B. Bunch, Esq.

271 West Short Street, Suite 805

P.O.Box 2086

Lexington, KY 40588-2086

U.S. Mail, Postage Pre-Paid

THE STATE OF UTAH

Mark Shurtleff

Attorney General

State Capitol Office

236 State Capitol

Salt Lake City, UT 84114-0810
U.S. Mail, Postage Pre-Paid

Kathleen Clarke, Executive Director

STATE OF UTAH DEPARTMENT OF NATURAL RESOURCES
Division of Oil, Gas & Mining

Or Her Successor in Interest

1594 West North Temple, Suite 1210

Salt Lake City, UT 84114-5801

U.S. Mail, Postage Pre-Paid



Lowell P. Braxton, Division Director
STATE OF UTAH DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS & MINING
1594 West North Temple, Suite 1210
‘Salt Lake City, UT 84114-5801
. U.S. Mail, Postage Pre-Paid

John S. Sawyer, Esq.
Robert V. Sartin, Esq.
Sawyer & Glancy PLLC
3120 Wall Street, Suite 310
Lexington, KY 40513
Email: jss@sawyerglancy.com
rvs@sawyerglancy.com

COUNSEL FOR WEXFORD CAPITAL LLC,
WEXFORD SPECTRUM INVESTORS, LLC,
SOLITAIR CORP. AND VALENTIS INVESTORS, LLC
Email and U.S. Mail, Postage Pre-Paid

COUNSEL FOR PLAINTIFF

AMBTAM\Lodestar\Adv. Utah\Plaintiff’s Exhibit List
6670.00010
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Preas Riease £/24/2001 - Frontier Inéurance Compeny Agrees To Voluntiry Retmbiliation  Page 1 of

New York State

Insaurance Department
1SSUED: 87242001 — FOR IMMEDIATE RELEASE
FRONTIER INSURANCE COMPANY AGREES TO VOLUNTARY
REHABILITATION

The New York State Insurance Depertment and Frontier Insursnice Company have o
- reached an agreement fior Frontier to enter into vokmtacy rehabilitation. By & vote of the board .
of diroctors, Froatier consented (o entry of an order of rehabilitstion pursuant to Asticle 74 of C
the New York Statc Insarance Law. Upon approval of tha rehabilitation by the New Yok State
?wCothWYO&QMy,thﬂlmmofdzmm
imurence company. :

"~ Relabilitation involves the Superintendent taking possession of the property of the

insurer, conducting ity business, and taking steps toward the removal of the causes and

Employees of Fronticr will contioe to be employed in their current positions pending &
full review of operations by the Superintendent. Additionally, ail losurance poficies and other
contracts of Frontier will remain in force. ‘ o

——

btg:forerw inis state oy us/p0108241 btm - .
Utd RN | "IN AINIOY SOAVA HIIRS  WYIY:§ 1002 *(2*10v
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tg rzomeaces = Pl ot 3 v Se Gy gt oy e i . It R ‘m‘hr’&

At LI‘G Pan ‘1 the Supreme
Court of the Statc of New
York, Counly of New York,
" at the Courthouse. 60 Centre
Street. New York, New York
onthe dayof . 2001

: | , | AUG 2 7 72001

PRESENT
HON. R ‘ ” :
M- EDWARD H. LEHNER - | |
JUSTICE ' : |
x
In the matter of : : ,
" the application of N Index No.¢) / / ya 50 70
GREGORY V. SERIOQ. as Supcrintcrulent of Insurance of
the State of New York. forf an order to take possessionol ORDER Tg SHOW
_ CAUSE

the property of and rchabilitare
FRONTIER INSURANCE COMPANY

X

Upon rcadiny the anncxcd petition of GREGORY V. SERIO. Supcrintendent of
lrmlr-mcc of the Statc of New Y’ ark (lhc “Supcrintendent™). hv kc\‘tn“kzn:p“& irst ﬂ ““‘, of Kty
? t"f*-;unh ra f*‘ 1) 2001
Deputy Superintendent, duly verificd the LYday of P\“’
Mwmh—

NO\V. on motion of the Hon. E'iol Spitzer. At!;mcy Gencral o_l' the State of ,

New Yark, atlorncy for the Supcriniendent. and afler duc dciibcnlioh having been had

thereon: :
: op'd 13 alfornyy
. LET FRONTIER msunANcc COMPANY (“Fronticr }ghow causc before thic
s Ulawu aSerrerose g0
- .. Jlmlat 1 vekwkinthe

art____. courtroom I _138.0nthc]O dayof,
! A ot 60 CENTRE sTRRET, MEW VM‘_

\W or as soen therealter as counscl may be heard, whv an arder should not be made AJ. ‘-[
A :




., AUG~ :
AU 28-2001 12:08 LIGUIDARTION BUREAU

and entered, pursuant to article seventy-four of the New York Insurance Law, appointing

the Superintendent 35 rehabilitator of Frontier, directing the Supenntcndcnt to take

possession of Frontier’s business and property and to takc such stcps as are necessary to
remove the causes and conditions that make this proceeding necessz.ly, issuing the .
mj\mcmns prowded fori in section 7419 of the New York !nsurznce Law, and granting
ench nther relich as is 3'.15! -m«i

Sufficient cause having been alleged lhcrcfor, Iet service of fa copy of this Order

S Sbow Causc. and the papers upon which itis granted bgmade by personal service

upon Ftonner on or before the3 Oday of AV GO 2‘{01 and such semcc shallbe
" deemed good and sufﬁcxent service, and it is hereby

ORDERED that pending lhe hearing of the motmn. anhcr, its officers,
directors, shareholders, members. tmstecs, agents, servants, employces, pohcyholdes, ’

| attomneys, managers, and al} other persons are restrained from the transaction of its

business or the waste or disposition of its propcﬂy; except as authorized by the
———__|Superintendent; and it is hereby - v

ORDERED, that pcndxng the hanng of the motion, the Superintendent is

 appointed as tgmporaxy rehabilitator and is heteby authorized and directed forthwith to

l take posseision of the property of anﬁer and conduct the busm thereof.

ENTE

b
.

18.C. y

TOTAL P.G3

- — —— 212 epe 3396 P.e343
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r{géi“ -t t) AT, T LIV 463 = sassuariy 1= 15455?7".-‘36"""-
AtIAS Pt 19 of the Court
of the State of New Yggm&mry of
'New York, at the Courthause, 60
CmSMNan&.NmY&
‘ oathe dayofOctnbermOl.
PRESENT:
' HON. EDWARD FL. LEANER ~ _
JUSTICE
v ~ x . |
 DntheMstieraf . ‘mﬁa.:ﬂo.smo{olw
_ "Th'Apprimof E . ORD or
. £ nm%: FIOK.
GREGORY V., SERIC, usmtuﬂmotmsm .
of the Stars of New York, fhr mn onjep ta fake Q;. ‘?). ¢
posscasion of the property of snd sehabllitgs %ﬁ?;. (&\ .
mommmsmmczmw % .

~Mﬁmmmsm,snpmmumrnswd smumw ‘
Yﬁ@ewmmmwhum&bwmd
wmummmm&wﬁmq

NOW, mm&gmﬂhg&cuddhshwmﬂgndé\umﬂ,-
2001, the petition of Gregxy V. Serio, Superintendent of Tnsurancs, by Kesvin Rampe,
Firat Deputy Superinteadent, duly veeified Auguss 24, 2001 and tho eaedfengy affiduvit
ef Kevin Rampe swom o ot Angust 27, 2001; (ths exhibits anmexed thereto); the cross
motion hyFtWﬁcMmﬁm:pd:tdSW?ﬂOﬂl. the acmexed proposed
‘pﬁdm.mnaﬁdam.dmw mmmS«punba,?ﬁOO}.thsu!n‘biu '
mud&m%ﬁd@bwﬁﬂmWMWMﬂqmr
2001; ﬂ;eaﬁmndqnhnppodﬁnubyﬁdml Glmdltnd&pmbu'l. 2001; the
»amdavitot!(ev(nkmpuwmnmombcs 2001, md:heexmhtsm.dﬂ:m
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V¢ @sseree o

g,g;oo @o03/008
I “fm" wree, wmu Alend? 9=t e T [1¥] lmm‘gif“ ‘ * 'P‘a‘
and the roply affidavit of Joseph Termixt swora to on October 3, 2001 and it appeacing to
mysadxstﬁcnm

1.memthwYo&nxmf
p:upm'y/casutky insrer on November 2, 1962 and eommenced :
. business on Avgust 17, 1966;

2. Frootier's principal p lace of Business is located at 195 Laks Louise
Maric Road, RockHiu,ch Yock in Sullivan County. Frontisr's
tax ID number iy 13-2549804;

3. Frontier is sobject to the New York Eurdncs Lew snd particalady
: to axticle 74 thersal}

4. P:mﬁnrlamsom

8, Fmﬂuhaxhledmmm!mpmmofapm“mum
surplpa to policybalders; i

6. gﬁnwmmdumemnfﬁumofmawm e

7. yhhm%ﬁmﬁm'lwmg :
l "il S“F ==|*n=" !lllt d‘m“l ‘i .b H
wﬂ%’smﬂwﬂ:ﬁh&&b@n- :

Aad, the Pedﬁcn’er. baviog sppeared by the Hon. Eliot Spier, Attomsy
Gencral of the State of New York, xod dos deliberation having been bad;
NOW, en modon of Hon. Eliot Spitzer, Attorney General of tha State of New

Yaﬂ:.ituORDEREDnt’nnovm
L 'I‘hepehdmuznntdmdﬂummoﬂmisﬁthdrmn.

3, Gmyv.m&ydmdmmdmmhoﬁuu
Renbilitator of Frongier and is
: Mﬁwnww.hhmedmdb
Froperty, conduct ts businsss, including but Rot limited (o sotiling
claims within his sols discration, taka such toward the
removal of the ¢ayses md conditions which made this proceeding
'muhmmmmwmww{dmsn
mmﬂbmnmoﬁmblnmlwhuhemeonh

Superintendent 23 Rehabilitator; .-

® ea oo
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3. .Noﬁunanpamhaﬁng'daimamml’mum: '
'desmumswmndmasmf;g

23 Rehabili

| mmmwwmwwmnmm%:wﬁf'
5. Anym&m&mouﬂmo:mcwm.b;ﬂng' : .

.mpwwm.nhﬁmsmmwthmdwwﬂ

peserva them aod submit them t3 the Supetintendent aq

Rehbﬁtatagformﬁ:zﬁnnmdwpﬁnsﬂﬂnmkﬁm&;

6. Al pessuns fnshuding, bt ot lirmited to the offiea, et
tharehaldess, trustoss, agents, Swrvanss, eviployess, somsys, 2.

..xnwahl.:dmm dest 1 i the
posssssion, confio management
e ool of Frontier’s properly or in




0/17/01_ 10:10 ‘ ' : ‘@oos/008 __
3. et QIZHFTI ' CORP. PROMEMILESUN muessl 0 18458374870 ""3';“

- 11, In addition to the powers emmmerated zbove tnd those delegated tn
mmmﬂiminmmw?orkhmmhw,m
Rehahilitator, by Order to Stow Causs on notice to interested

pacties, including without Umitztion Pronticr’s sale shareholdsy, -

MwmmvawnHwn&mmof.u

of any part of the real and personad propexty of Froatier, sell any

lins of insurance, and taks such other actions as set fixth fn Section

7418 af the New Yark Insuranes Law, _

12. That the Superintendent of fusmwence, 14 Rehubilitator, may at gy
thae make fxther at the foot of this Order (o thia Court
brsu.ch}ﬂmhwmd telief 19 ha sees St e
13. All Rirther papers in this proceeding shall bear the caption:
In the Matierof
 Ths Rehabilitatioa of
FRONTIER INSURANCE COMPANY

\

Cenam seee




s

frue copy of

tuly Mot andd ewiecad 1 e office of e clem of
Courtty, on the day

of » 2001 ’

. Yours, elc, .
EIOTSPMIIZER
Afomey Genere!,
Altorney tss )
Oftoe wnd Puai Offfos Adhss

. Qg.\z!?rz.sﬁuf w

To: | .Ev.
Atzwrey for v

—

, " Phuspiake nolice het e within
withe ﬂlll___.aq!l!!.. urxd sigrmivre .
erein lo O Hem,

sowol the Axiges of e witin nmedOowt, wi

tnthe ol
32”::«.:...!? iyl

, 200,
Daty, N, 2000

Youm, efc.
ELIOT SFIZER

’ Alemey for

Offics srid Past Offfos Adérees :

120 Broadway, New York, 0LY. (027t X

T , ‘ Eag
Atomey for v

. o
3--5-3?515-1?:7- ;

" | SUPREME COURT : NEW YORK COUNTY

Inthe Matterof
e Application of

- | GREGORY V. SERIO, as Supesintendsni of

Insurance of ha-Stale of New York, foran
aa-_.erxngaurmasnuaugg .

FRONTIER INSURANCE COMPANY

ORDER OF REHABILITATION

Attornsy Ganwrsl,

| within

o ELoT Altomwy Gatwersl
Altorney for e Supsritendant of Insurnce |

‘Officw and Posl Offios Addrass
* 120 Browdway, New York, NY. 10273 -

Tel

|

Personal 8mvice of a copy of

waanrﬁ g-ool;:c.--:“:v?g a

0-..o.ol‘lln:n.l'll.n.o.c.uqn.. evs s petenare ;’n-‘o-’-'gaﬂ °
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UTAH CODE ANNOTATED
Copyright (e¢) 1953-2001 by Matthew Bender & Company, Inc.
one of the LEXIS Publishing companies. .
All rights reserved.

*%% STATUTES CURRENT THROUGH THE 2001 SUPPLEMENT ***
*%* (2001 FIRST SPECIAL SESSION) ***

TITLE. 40. MINES AND MINING
CHAPTER 8. MINED LAND RECLAMATION
GO TO cooE ARCHIVE DIRECTORY FOR THIS JURISDiCMON '
Utah Code Ann. § 40-8-14 (2001)

§ 40-8-14. Sufety requirement -- Liability of small mining operations for failure
‘to’ reclaim -~ Forfeiture of surety

(1) After receiving notification that a notice of intention for mining operations
other than small mining operations has been approved, but prior to commencement of
those operations, the operator shall provide surety to the division, in a form and
amount determined by the division or board as provided in this section.

(2) (a) Except as provided in Subsection (3), the division shall approve the amount
and form of surety.

(b) In determlnlng the amount of surety to be provided, the division shall
consider:

(1) the magnitude, type, and costs of approved reclamation activities
planned for the land affected; and

(ii) the nature, extent, and duration of operations under the approved
notice. . ‘

(c) The division shall approve a fixed amount estimated to be required to
~complete reclamation at any point in time covered by the notice of intent to an
acceptable standard.

(d) In determining the form of surety to be provided by the operator, the
division shall approve a method acceptable to the operator consistent with the
requirements of this chapter. The form of surety that the operator may provide
includes, but is not limited to, the following:

(i). collateral;

(ii) a bond or other form of insured guarantee,
(iii) deposited securltles, or’

(iv) cash.

B (3) (a) If the operator proposes reclamation surety in the form of a written
contractual agreement, the board shall approve the form of surety. :

(b) In making this decision the board shall consider:

(i) the operator s:




(A) financial status;
_(B) assets within the state; 4 /

(C) past performance in complying with contractual agreements; and
(D) fac1lit1es available to carry out the planned work;

(ii) the magnitude, type, and costs of approved reclamation activities
planned for the land affected; and

(iii) the nature, extent, and duration offoperations under the approved
notice.

(4) Indetermining the amount and form of surety to be provided under this section,
consideration shall be given to similar requirements made on the operator by
landowners, governmental agencies, or others, with the intent that surety
requirements shall be coordifated and not duplicated:

(5) The: llablllty under surety provisions shall continue until liability in part
or in its entirety, is released by the division.

(6) If the operator of a small mining operation fails or refuses to carry out the
necessary land reclamation as required by this chapter and the rules of the board,
the board, after notice and hearing, may order that:

(a) reclamation be conducted by the division; and

(b) the costs and expenses of reclamation, together with costs of collection
including attorney's fees, be recovered in a civil action brought by the attorney
general against the operator in any appropriate court.

(7) (a) If the operator of a mining operation other than a small mining operation
fails or refuses to carry out the necessary land reclamation as outlined in the
approved notice of intention, the board may, after notice and hearing, declare any
surety filed for this purpose forfeited. :

{b) With respect to the surety filed with the division, the board shall request
the attorney general to take the necessary legal action to enforce and collect the
amount of liability.

(c) If surety. or a bond has been filed with the Division of Forestry, Fire,
and State Lands, the School and Institutional Trust Lands Administration, or any
agency of the federal government, the board shall certify a copy of the transcript
of the hearing and transmit it to the agency together with a request that the necessary
forfeiture action be taken. ;

(d) The forfeited surety shail be used only for the reclamation of the land
to which it relates, and any residual amount returned to the rightful claimant.

HISTORY: L. 1975, ch. 130, § 17; 1987, ch. 147, § 6; 1989, ch. 22, § 19; 1995,
ch. 299,"§ 10; 1998, ch. 190, § 1. : ' '

NOTES:

AMENDMENT NOTES.. --The 1995 amendment, effective May 1, 1995, added internal
designations in Subsections (2), (3), and (7); subsituted "an agency of the state
or federal government" for "the Division of State Lands and Forestry or an agency
of the federal government" in Subsection (7) (¢); and made stylistic changes. .
The 1998 amendment, effective May 4, 1998, in Subsection (1) added "division or"
and "as provided in this section"; added Subsection (2) (a), redesignated former
Subsection (3)(a) as (2) (d), subdivided Subsections (2) (b) and (d), and made related
. designation changes; substituted "division" for "board" throughout Subsection (2);



deleted "factual information and recommendations provided by the division as to" at
the end of the introductory phrase in Subsection (2) (b); in Subsection (2) (d), deleted
"a written contractual agreement” from the list of forms of surety; added Subsection
(3) (a); in Subsection (3) (b), deleted "such factors as" from the end of the
introductory language, added the Subsection (i) designation, and reédesignated former
Subsections (3) (b) (1) to” (3) (b) (iv) as (3) (b) (i) (A) to (3) (b) (i) (D}; added
Subsections (3) (b) (ii) and (3){b) (iii); in Subsection (7) (c) substituted "the
Division of Forestry, Fire, and State Lands, the School and Institutional Trust Lands
Administration" for "an agency of the state; and made numerous related and stylistic
changes throughout the section.
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(UNITED STATES BANKRUPTCY COURT

!
FORM B10 (Official Form 10)(4/01)

EASTERN DISTRICT OF KENTUCKY (LEXINGTON)

Namme of Débior —T Case Number
Lodestar Enerqy, Inc., a Deleware 01-50969

ohtom the debtor | O Check box if yo [
anyone else has filed a proof of

clnimxelatingtoyo}lr;chim. Attach ‘
eopyofmuem‘mngpamlns,
1 Check box if you have sever .

owes money or property):
STATE OF UTAH

" 14, Total Amount of Claim at Time Case Filed:

Name and Address where notices should be sent:
m&?&w &MINING  received any notices from the
P OBOX 14580 bankruptcy court in this case. :
SALT LAKE CITY, UT 84114 a Check box if the address differs , Tris SPACE S FOR COURT USE ONLY
' from the address on the eavelope : ; o
' seat to you by the court. :
Telephone Number:
Account number itor identifics debtor: - Checkhae f | Llieplaces - : o
Pemﬁ% ; Acrb700$|/ [0} fles . | Giscaim .. Damends aprevipusly filed clalm, dated .
T, Basis for Claim — Ty Reties beoelit a5 definsd In 11 US.C. H1114()
O Goods sold . O Wages, salaries, and compensation (fill out below)
O Services performed - YourSS#:
0 Money loaned Unpaid compensation for services performed
0 Personal injury/wrongful death : from to

0 Taxes te)

July 14, 1999

-
If all or part of your claim is secured or entitled to pricrity, also complete ltem S or 6 below. o
O Check this box if claim includes interest or other charges in addition o the principal amount of the claim. Attach itemized statement of all

interest or additional charges.

5. Secured Claim. €. Unsecured Priority Claim.
m-_awckthisboxifyowclaimissecmedbyeollawul ancckdﬁsboxifyoulwveanunsemedpﬁoﬁtychim
(including aright of setoff). , Amount eatitled to priocity $

Brief Description of Collateral: Specify the priority of the claim: . -

O Real Estate [ Motor Vehicle ) Wages, salaries, or commissions (ap 10 $4,650),* carned within 90 days

@ OtherReclamation Agreement Surety | before filing of the bankruptcy petition or cessation of the debtor’s
, Frontier Insurance Company, Surety business, whichever is earlier - 11 US.C. § 507(2X3).

Value of Collateral: § . O Contributions w0 an employee benefit plan - 11 US.C. §507(a)(4)-
C1Up to § 2,100* of deposits toward purchase, lease, or reatal of property or
services for personal, family, or household use - 11 US.C. § 507(2X6).

O Alimony, maintenance, or support owed to a spouse, former spouse; ot

. . child - 11 U.S.C. § S07(aX7). ’
Amount of arrearage and other charges at time case filed . [ Taxes or penaltics owed to governmental units - 11 US.C. § 507(a)(®).

inctuded in secured claim, if any: $ — €1 Other - Specify applicable paragraph of 11 US.C. § S07)()-

Value to Utah: $4,292,000.00

7. Credits: _The amount of all payments on this claim has been

making this proof of claim. '

8. Supporting Documents: Astach copies of supporting documents, such as promissory moles, P DISTRICT OF KENTUCKY
orders, invoices, itemized statements of running sccounts, contracts, court judgments, mOIgages, security F‘LED
_agmemcnts.mdevidwceofperfectionoﬂiw. DO NOT SEND ORIGINAL DOCUMENTS. If the g
documents are not available, explain. If the documents are voluminous, attach a summary. b" Ll"O‘ :

9. Date-Stamped Copy: To receive an acknowledgment of the filing of your claim, enclose a stamped, self-
addressed eavelope and copy of this proof of claim. ' ’ JU N 0 " &l}%‘
te : < name and Gtle, if any, of the creditor or other person authorized to file EXINGTON KB
5_/20/” Alainy gefitagh copy of power of attorney, if any): , . ATL

tachiments must be filed IN DUPLICATE®*

%aﬂmmm

2 » . '] d“) . (da 1] N v . ’
OtherMine Reclamation igation under Federal a(nd State Coal Reclamation Acts
Date debt was inc : 3. 1f court Judgment, da te obtained: ,




RECLAMATION AGREEMENT

[F2FIS
Permit Number: '
Date Original Permit Issued: 84
Effective Date of Agreement:

STATE OF UTAH _
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS & MINING '
1594 West North Temple, Suite 1210
Salt Lake City, Utah 84114-5801
‘ (801) 538-5340

COAL RECLAMATION AGREEMENT
‘ —~-000000-~

For the purpose of this RECLAMATION AGREEMENT the terms below are defined
as follows: '

“PERMIT”: (Mine Permit No.) ~ ACT/007/001 (County) Carbon____
“MINE”: (Name of Mine)  White QakNo. 1 and No. 2 Mines

«PERMITTEE”: (Company or Name)  Lodestar Energy, Inc.

(Address) 333 W. Vine Str, Suite 1700, Lexi on,

KY_40507
“PERMITTEE’S REGISTERED
AGENT”: (Name) ~ CT Corporation System
: (Address) | 0 roadwa Fl (-
City, UT 84101

(Phone)  (801) 364-5101

“COMPANY OFFICER(S)> ~R.Eberley Davis, Vice Presid
“BOND TYPE™: (Form of Bond)  Surety
“BOND”: = (Bond Amount-Dollars)  $4.292,000
(Escalated to Year) 2004
“INSTITUTION”: (Bank or Agency) [NA]

“POLICY OR ACCOUNT NUMBER”: [NA]

2802018 ~ Ppage_ [ of 22
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RECLAMATION AGREEMENT

Permit Number: ACT/007/001
Date Original Permit Issued:

Effective Date of Agreement: % 14,1994

«LIABILITY INSURANCE™ (Exp) 08/31/1999

(Insurance Company) Reliance National

“STATE™:

“DIVISION™:

“DIVISION DIRECTOR™:
EXHIBITS:

“SURFACE DISTURBANCE”
“BONDING AGREEMENT?

«LIABILITY INSURANCE”

‘“POWER OF ATTORNEY” |

Exhibit “A”

Utah D ent of al es
Division of Oi i .
Lowell Braxton

Revision Dates ‘

Exhibit “B”

Exhibit “C”

280201.1 ~ Page . of a2
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RECLAMATION AGREEMENT

This RECLAMATION AGREEMENT (hereinafter referred to as Agreement) is
entered into by the Permittee. : ‘

WHEREAS, on__%hjd/ 3 '/ | , 19 91 ;ﬁ Division |

proved the Permit Applicati Packdge, hereinafter PAP, submitted by
W hereinafter Permittee; and -

; WHEREAS, prior to issuance of a permit to conduct mining and reclamation operations
on the property described in the PAP, hereinafter Property, the Permittee is obligated by Title 40--
10-1, et seq., Utah Code Annotated (1953, as amended), hereinafter Act, to file with the Division

~ abond ensuring the performance of the reclamation obligations in the manner and by the
standards set forth in the PAP, the Act, and the State of Utah Division of Oil, Gas and Mining
Rules pertaining to Coal Mining and Reclamation Activities, hereinafter Rules; and

WHEREAS, the Permittee is ready and willing to file the bond in the amount and in a o
form acceptable to the Division and to perform all obligations imposed by the Division pursuant
to applicable laws & regulations relating to the reclamation or the Property; and

_ WHEREAS, the Division is ready and willing to issue the permittee a mining and
reclamation permit upon acceptance and approval of the bond.

'NOW, THEREFORE, the Division and the Permittec agree as follows:

1. The ﬁfovisions of the Act and the Rulés are incorporated by reference herein and
hereby made a part of this Agreement. Provisions of the Act or Rules shall
supersede conflicting provisions of the Agreement. ’

2. The Permittee agrees to comply with all terms and provisions of the PAP, the Act,
and the Rules, including the reclamation of all areas disturbed by surface coal
mining and reclamation operations despite the eventuality that the cost of actual

-reclamation exceeds the bond amount. ‘

3. . The Permittee has provided a legal description of the property including the
number of acres approved by the Division to be disturbed by surface mining and
reclamation operations during the permit period. The description is attached as
Exhibit A, and is incorporated by reference and shall be referred to as the Surface
Disturbance. ’ ‘

4. The Permittee agrees to provide a bond to the Division in the form and amount
acceptable to the Division ensuring the performance of the reclamation

" 280201.1 ' Page 2 of__._?_g—
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10.

11.

12.

' RECLAMATION AGREEMENT

obligations in the manner and by the standard set forth in the PAP, the Act, and
the Rules. Said bond is attached as Exhibit B and is incorporated by reference.

The Permittee agreés to maintain in full force and effect the pﬁblic liability
insurance policy submitted as part of the permit application. The Division shail
be listed as an additional insured on said policy.

In the cvent that the Surface Disturbance is increased through expansion of the
coal mining and reclamation operations or decreased through partial reclamation,
the Division shall adjust the bond as appropriate. '

' The Permittee does hereby agree to indemnify and hold harmiess the State of Utah

and the Division from any claim, demand, ligbility, cost, charge, or suit initiated

by a third party as a result of the Permittec or Permittee’s agent or employees
failure to abide by the terms and conditions of the approved PAP and this

Agreement.

The terms and conditions of this Agreement are non-cancelable until such time as

" the Permittee has satisfactorily, as determined by the Division, reclaimed the

Surface Disturbance in accordance with the approved PAP, the Act, and the
Rules. Notwithstanding the above, the Division may direct, or the Permittec may
request and the Division may approve, a written modification to this Agreement.

The Permittee may, at any time, submit a request to the Division to substitute the
bonding method. The Division may approve the substitution if the bond meets the
requirement of the Act and the Rules, but no bond shall be released until the
Division has approved and accepted the replacement bond. ’

Any revision in the Surface Disturbance, the bond amount, the bond type, the
liability insurance amount coverage, and/or the liability insurance company, or
other revisions affecting the terms and conditions of this Agreement shall be
submitted on the form entitled Stipulation to Revise Reclamation Agreement and
shall be attached hereto as Exhibit D (other exhibits as appropriate.)

This agreement shall be governed and constructed in accordance with the laws of
the State of Utah. The Permittee shall be liable for all reasonable costs incurred

by the Division to enforce this agreement.

Any breach of the provisions of this Agreement, the Act, the Rulés, or the PAP
may, at the discretion of the Division, result in enforcement actions by the
Division which include but are not limited to, an order to cease coal mining and

Page 4 of A



RECLAMATION AGREEMENT

reclamation operations, revocation of the Permittee’s permit to conduct coal
mining and reclamation operations and forfeiture of the bond.

13. Inthe event of forfeiture, the Permittee agrees to be liable for additional costs in
excess of the bond amount which may be incurred by the Division in order to
comply with the PAP, the Act, and the Rules. Any excess monies resulting from '
the forfeiture of the bond amount upon compliance with this contract shall be
refunded as directed by the permittee or, if a dispute arises, as directed by a court

' of competent jurisdiction by interpleading the funds subject to the dispute.

14..  Each signatory below tepresents thé he/she is authorized to execute this-
Agreement on behalf of the named party. Proof of such authorization is provided
on a form acceptable to the Division and is attached hereto.

SOAGREEDthis . /%94’ day of % | ' ;194?

STATE OF UTAH:

PERMITTEE: , LODESTARE

K LA e

" R. Eberley Dayfis, Vice President and
Assistant Sectetary -

NOTE: . An Affidavit of Qualification must be completed and attached to this form for
each authorized agent or officer. Where one signs by virtue of Power of Attorney of a company,
such Power of Attorney must be filed with this Agreement. If the Principal is a corporation, the
Agreement shall be executed by it's duly authorized officer. : 7

2802001 : ’ Page_3__of 2




RECLAMATION AGREEMENT

EXHIBIT “A”

PERMIT AREA

LEGAL DESCRIPTION
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RECLAMATION AGR,bEMENT

Exhibit “A” - PERMIT AREA™ " Permit Number: ACT/007/001
: ‘ Effecnye Date: July 9, 1999
PERMIT AREA |
LEGAL DESCRIPTION

In accordance with the RECLAMATION AGREEMENT the PERMITTEE intends to
conduct coal mining and reclamation activities on or within the PERMIT AREA as described
~ hereunder: (The bonded area equals the permit area) |,

Total acres of PERMIT AREA: __3746Gacres
Legal Description of PERMIT AREA: .

Township 13 Seuth, Range 6 Esst, SLBM

Section 24: SE%,andpordonsofS‘/;NEV.,NW%NE%,:ndE/;SW%
Section 25: E %, portion of W 4

Section 35: Portions of E S E %, and SW % SELA4

Section 36: Al .

Township 13 South, Range 7 East SLBM

Section 8: E%SEV-.pmonofSW'/-SE%

Secton9: = W¥SWY

Scction 16: '&W‘A.NE%NW%.NW%NE%

Secton L7: NE % excluding parts of SW %NE%MNB%NE V NWBSEY%,
Section 19: SUSWY NEYSWY, andpomonsofW'AE%,E%NW‘A.
Scction 20: Portions of NE % NE Y%

Section 21: Portions of NW “U NW ¥ .

Section 30: WKW Y% SE%SW Y% NE UNW Y%

Section 31: WUNWY SW14

Township 14 South, Range 6 East, SLBM

Section 1: EUNEY% NE%SE 4

Township 14 South, Range 7 €ast, SLBM

Section 6; W% WHEY

Scction 7: NW %, NW “NE %

‘I'h.is' is the PERMIT AREA that is covered by the reclamation surety provided in Exhibit “B".

IN WITNESS WHEREOF the SURETY bas hereusto set it’s signature this

9th dayof _ July ,19_99. , | '
SURETY - ,
By: QMM@:___

Title: Dawn L. Morgan, Attorney-in-Fact

nee F apdn
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RECLAMATION AGREEMENT

"EXHIBIT “B”
SURETY BOND

(FEDERAL COAL)
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RECLAMATION AGREEMENT:
Exibit “B” - SURETY BOND Permit Number: ACT/007/001
SURETY BOND
(FEDERAL COAL).

THIS SURETY BOND entered into and by and between the undersigned
 PERMITTEE, and SURETY COMPANY, hereby jointly and severally bind ourselves, our
heirs, administrators, executors, SUccessors, and assigns unto the State of Utah, Division of Oil,
Gas & Mining (DIVISION), and the U.S. Department of Interior, Office of Surface Mining
Reclamation and Enforcement (OSM) in the penal sum of $4,292,000 ‘

(Surety Bond Amount) for the timely performance of reclamation responsibilities of the surface
disturbance described in Exhibit “A” of this RECLAMATION AGREEMENT.

This SURETY BOND shall remain in effect until all of the PERMITTEE’s reclamation
obligation have been met and released by the DIVISION and is conditioned upon faithful
performance of all of the requirement of the Act, the applicable rules and regulations, SMCRA,
the approved permit, and the DIVISION. ‘ :

‘The SURETY will not cancel this bond at any time for any reason, including non-
payment of premium or bankruptcy of the Principal during the period of liability.

‘The SURETY and their successors and assigns, agree to guarantee the obligation and to
indemnify, defend, and hold harmless the DIVISION and OSM from any and all expenses
which the DIVISION and OSM may sustain as a result of the PERMITTEE’s failure to comply
with the condition(s) of the reclamation obligation. . ‘ :

The SURETY will give prompt notice to the PERMITTEE and to the DIVISION and
OSM of any notice received or action alleging to insolvency or bankruptcy of the SURETY, or
alleging any violations or regulatory requircment which could result in suspension or revocation
of the SURETY’s license. ' B '

Terms for release or é,djustxhent of this BOND are as written and agreed tobythe

DIVISION and the PERMITTEE in the RECLAMATION AGREEMENT incorporated by
reference herein, to which this SURETY AGREEMENT has been attached as Exhibit “B”.

2802011 . S Page ? of R
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RECLAMATION AGREEMENT
%

Exhibit “B” - SURETY BOND :

IN WITNESS WHEREOF; (s PERMITTEE has hercunto sct i’s sigasture  this th.
dayof July . ,19.99 R ‘ .

ING.

‘PE]
y: R.

Title: Vice President &
Assistant Secretary

[N WITNESS WILEREOF, the SURETY has hereto set it's signature this

oth dayof __ July ,19_99
. . eC
- SURETY

Title: Attorney-in-—

ACCEPTED BY THE STATE OF UTAH: LM
| o o Diviston b4 ﬂ
ey

NOTE: An Affidavit of Qualification must be complered and attached 10 this
form for each authorized agent or officer. Wheye. one signs hy virtue of
Power of Attomey for a company, such Pawer of Attomey must be filed
with this Agreement. Ifthe PERMITTKE is a corporation, the
Agreement shall be executed by it’s duty antharized officer.

280201, ) ) ) Paée /o ofgp' .
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RECLAMATION AGREEMENT

EXHIBIT“C”

LIABILITY INSURANCE
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| I
July 8, 1999
7 Hanover Square
New York, NY 10004-2584
« Telaphone 212-344-8888
Utah Dept. of Natural Resources : Fax 212-344-8511
Division of 0il, Gas & - Cable NOGRROC
Mining ‘ ‘ Tolox
Suite 1210 \ '
salt Lake City, U'I‘ 84114-5801 ‘ ~ Domestic 128283
- mismatonal 42103407

' Dear Certlficate Holder:

Enclosed is the Certificate of Insurance issued on behalf of
Lodestar Energy, Inc. and subsidlaries.

Should you have any questions please feel free to call

el W/OO'

Enclosure

cc: Lodestar Ehérgy, Inc. and subsidiaries
Reliance Insurance Company
Reliance National Insurance Company

r——— e

EGE! W/_ir__lD

-9 e |

: __.._...___..,._.._.J, |
DIV. OF OIL, GAS & MININC

Wiilis Corroon
Corporation of
NewYork
insurance Brokers
Consultants

1a » 22



% Corporation of New York
7 Hanover Square

.........................

S MATIER
NO RIGHTS UPON
DOES NOT AMEND, EXTEND OR

THIS s
ONLY AND CONFERS
HOLDER. THIS CERTIFICATE

New York NY 10004-2594 ALTER THE COVERAGE AFFORDED BY THE POLICIES BELOW.
(212) 3448888 COMPANIES AFFORDING COVERAGE
' ’ coupany Refiance Insurance Company
Daniel Leung - ,
ISURED COMPANY Rolhnq- National insurance comp-ny

Lodestar Energy, inc. and subsidiaries

333 West Vine Street COMPANY
Suite 1700
Lexington  KY 40607 ml,),m

535

THIS 15 TO CERTIFY THAT THE POLICIES OF
INDICATED, NOTWITHSTANDING ANY REQUIREMENT, TERM OR

EXCLUSIONS AND CONDITIONS OF SUCH POUCIES. LIMITS SHOWN MAY HAVE

INSURANCE USTED BELOW I-IA“I)EF BEEN
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE

ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
NTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
OLIGIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,

ANY

BEEN REDUCED BY PAID CLAIMS.' .

(@] reormaumice | roucrumsen roucy areecive | soucy memanoy) s
A | aenenaL LTy “jNGBO144-018 1 7ED.1999 | 31-AUG-1999 |osnena acoreaare  |¢  2.000,0°
X | COMMERCIAL GENERAL LIABILITY :  pRODUCTS COMPIOP AGG | $ 2,000,0
CLAIMS MADE OCCUR peRsonaLsaDviay |¢  2,000,0
|| OWNER'S & CONTRACTOR'S PROT . |eacHoccunmence ¢ 1,000,0
- - FIRE DAMAGE (Any onetrs) | $ 00,0
: ‘ . ) $ 5,0
A | autouonuE LiaBrLITY KA0144-017 01-FEB-1998 | 31-AUG-1999 MNED&NOI.EMT s 1,000,0
| X | anvauro
__NJ.ONNEDAU‘I’OS BOOILY INJURY s
| | scHepuLED AUTOS (Por person)
| X | srED AUTOS BODILY INJURY $
. m EGEYE N
|| anyauro JUL -9 \999
_—m"““" \ ' TG
L b i ‘
p——— DIV, OF OIL, GAS & MINAG]
OTHER THAN UMBRELLA FORM
B | wORKERS COMPENSATION AND D 09JUL-1999 | 08-JUL-2000
ENPLOYERS' LIABLITY
THE PROPRIETOR
PARTNERS/EXECUTIVE H'{‘C‘-
OTHER .

DESCRIPTION OF OPERATIONS/LOCATIONS{VEHICLES/SPECIAL TEN

SEE ATTACHED . '

Utah Dept. of Natural Resources
Division of Oil, Gas &

Suite 1210 v
Salt Lake City UT 841145801

45 pays wRmTEN

EXPIRATION DATE THEREOF, THE ISSUNG COMPANY WILL JBHOEAVIRX XS 4

NOTICE TO THE CERTIICATE HOLDER NAMED TO THE LEI




Lodestar Energy, inc. and subsidiaries

333 Wast Vine Street
Suite 1700 :
KY 40507

Lexington

Willte Corroon Corporation of New York
7 Hanover Squau
New York  NY 10004-2694

(212) 344-8888

Daniel Leung

THIS 15 TO CERTIFY THAT THE POLICIES OF INSURANCE USTED BELOW HAVE
INDICATED, NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONOITION OF
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED

BEENBSUEDWWENSUREDWEDMEFORTHEPOUGYPB
ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH
8Y THE POUCIES DESCRIBED HEREIN IS SUBJECT TO AlLL THE TE!

POLICY NUMBER

TYPE OF NSURANCE

|DXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS MAY HAVE BEEN REDUCED BY PAID CLAIMS.

o uMms

‘Eccles Canyon Rd., off Route 96,

LOER

SOF
e ;3, ‘,_#

Uuhbom.ofﬂnﬂml Resources
Division of Oil, Gas &

Mining

Suite 1210

SaltLake City UT 841146801

DESCRIPTION OF OPERATIONSILOCATIONSIVEHICLESISPECIAL ITENMS
Permit #ACT/007/001, White Oak Mines Complex, located at: Mine Road, off

near Scofiuld UT.

The ngeral LflbiIity policy includes explosives coverage.

R R&’:"I‘x RN !
mmwmmnmmmumcmmst
EXPIRATION DATE THEREOF, THE 1SSUING COMPANY WILL BROSAONKXS N
A5 __ paAvS WRITTEN NOTICE TO THE CERTIFICATE HOLDER NAMED TO THE LEI
EXK FARLBEXNX MAIK IGUREY N R XICEX XKD INAKIK IR0X R RKIANTION 0 KW

X XA R AN D O R ORI XN B NI 8 X XY RECRESENTRTUWERX
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~ RECLAMATION AGREEMENT

'AFFIDAVITS OF QUALIFICATION
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FFIDAVIT OF QUALIFICATION )
ASSOCIATE DIRECTOR
000000~

I, Mary Ann Wright, being first duly sworn under oath, deposes and says that she is the
Associate Director of the Division of Oil, Gas & Mining, Department of Natural Resources, State
of Utah; and that she is duly authorized to execute and deliver the foregoing obligations; and that
said ASSOCIATE DIRECTOR is authormd to execute the same authonty of law on behalf of

the State of Utah. .
Wr ( o
" Mary Ang Wright, Aumimm
Division/of 9il, Gas & g
Subscnbed and sworn to before me this [ ﬂ day of Jt// Y . 1999 .
Notary Public )
MyCommissionExpirés: C oty Nowy Pusic

J’lﬂ\wu&vq} 39 ,19.2000

~

Attest: -

STATE OF _( /44 )
COUNTY oi"%gﬁg—i)

Page Jb of 22




RECLAMATION AGREEI\IENT

AFFIDAVIT OF QUALIFICATION

PERMITTEE
-000000-
I R. Eberley Qg vis , being first duly sworn under oath, deposes and says
that he/she is the (officer or agmt)_mmmi&m_w of
- Lodestar Energy, Inc. ; and that he/she is duly authorized to execute and deliver the foregoing

obhgauons, and that said PERMITTEE is authorized to exccute the same and has complied in -
all respects with the laws of Utah in reference to commitments, undertalnngs and obhgatlons

herein.
/ ( M /P44
R. Eberley Davis, Nice President and
" Assistant Secre
Subscribéd and sworn to before me this 9 ‘ day of A é/ A , 19 q?

My Commission Expires:

mmvmmmsum AUS

 Attest:
~ STATE OF UTAH '~ ) |
COUNTY OF ) ss:
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LODESTAR ENERGY, INC.

Unsaimous Consent in Lieu of
- Meeting of Board of Directors

The undersigned, being the sole member of the Board of Dircctors of Lodestar Encrgy. -

Inc., a Delaware corporation ("LODESTAR"), hereby consents to the following corporate action

in licu of a meeting of the Board of Directors as if the same Were held on July 28, 1997, effective

as of said date as fully as if unanimously adoptcd at a duly called meeting of the directors:

T

Resitals

LODESTAR engages in various aspects of the exploration, development, production.
storage, transportation and marketing of coal. These activities require LODESTAR
through its agents to obtain from time to time vatious permits, licenses, identifying
numbers, orders and approvals necessary for the conduct of its business in normal course
(such permits, licenses, identifying numbers, orders and approvals shall hereinafter be
called "Permits"). All such Permits are issued by various governmental or regulatory
authorities, including the United States Office of Surface- Mining Reclemation and
Enforcement, the Kentucky Department of Surface Mining Reclamation and
Enforcement, the West Virginia Department of Energy, the United States Environmental
Protection Agency, the Kentucky Natural Resources and Environmental Protection
Cabinet, Department of Environmental Protection, Division of Water, the United States
Mine Health and Safety Administration and the United States Bureau of Alcohol,
Tobacco and Fireanns (hereinafter all such govemmental or regulatory authorities shall
be called "Government Agency," whether singular or plural). The purpose of the
resolutions adopted below is to appoint the named individuals as agents of LODESTAR -
to exccute and deliver to the appropriate Govermnment Agency all manner of
documentation necessary for issuance or transfer of Permits. .

Resolutions
RESOLVED, that each of John W, Hughes, Troy L. Francisco, Bill Potter. Tom Mattox. -

~ John McHale, Dennis Bryant, Alex Messamore, and R. Eberley Davis ("Authorized

Persons") be, and each of them is hereby, authorized and empowered to execute and
deliver to any Governmental Agency having jurisdiction over the business and property
of LODESTAR any and all documents necessary for the issuance or transfer of Permits
including, but not limited to, applications for the issuance and transfer thereof, and the
fact of execution and delivery thereof by any of the Authorized Persons may be relied
upon by the receiving Government Agency as conclusive evidence of the authority
granted such persons by these resolutions and this Board of Directors' approval of the

_ item thus raceived by the Government Agency; and

s~ N NN



of July, 1997.

® | | »,.
Vo | )

FURTHER RESOLVED, that in the event any Government Agency rcquires that the
authority of the Authorized Persons to act as provided herein be further evidenced by any

- .other document, any officer of LODESTAR shall be, and is hereby, authorized and

empowered to exccute and deliver to the requesting Government Agency any such other
document which may be required by the Government Agency as evidence of the authority

~of the Authorized Persons to act as described hercin and the fuct of execution snd

delivery may be relicd upon by the recciving Government Agency as conclusive evidence
of the authority granted by these resolutions 1o such officer and this Board of Dlrectors
approval of the item thus rccenvod Ly the Government Agency; and

FURTHER RESOLVED. that in the cvent any Govemment Agency to whom a certificate
of these resolutions is to be delivered requires that these resolutions be certified in a form -
other than the form in which the resolutions have been writtcn, any officer of

"LODESTAR, shall be, and is hereby, authorized and empowered to certify and deliver to -

the requesting Goverment Agency a certificate of these resolutions in such form as the”

requesting Government Agency may require, whether or not the text of such certificate

bas been actually presented 10 and approved by this Board of Directors and regardless of
whether the certificate states the effectiveness of the resolutions certified to be as of a
date other than the date of these resolutions, or that such resolutions may have been
adopted in the course of 2 meeting when they were in fact adopted by unanimous written
consent, or the converse thereof, and all of such resolutions so certificd shall be, and they
are hereby adopted as resolutions of this Board of Directors as though they have been
presented to, and approved by, this Board of Directors st a- meetmg or in an action by
unenimous written consent.

P
IN WITNESS WHEREOF, the undersigned has executed this consent as of the.27nd day




RECLAMATION AGREEMENT

AFFIDAVIT OF QUALIFICATION

SURETY COMPANY
=000000—-
L ..29.‘*_&.2- Morgan , beiné first duly swom under bath, deposes and say that
he/she is the (officer or agent) _Attorney-in-Fact of Froptier Insurance

Company ; and that he/she is duly authorized to execute ind deliver the foregoing obligations;
and that said SURETY COMPANY is authorized to execute the same and has complied in all
respects with the laws of Utah in reference to commitments, undertakings and obligations herein..

[NAME- POSITION] )

Dawn L. Morgan - Attorney-in-Fact
~ Subscribed and swom to before me this Sth _ dayof July 1999 .
NO%AR&PUB&C ' ‘
My Commission Expires: ~ §YOFFICIAL SEAL™T
' o $ _KELLYA JACOBS
June 15 » ¥ 2002 3 NOTARY PUBLIC, STATE OF ILLINOIS

}_ MY COMMISSION EXPIRES 6/15/2002

PPy

Attest:

STATE OF - Illinois )
COUNTY OF Cook ) - 88§

Darma - 4N af I



RECLAMATION AGREEMENT

POWER OF ATTORNEY
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TONEIBY nsuence company

ROCK MILL, NEW YORK 12775-3600
1A Stock Company}

~ POWER OF ATTORNEY

Rnuie All Fon By Thase Prescuis: That FRONTIER INSURANCE COMPANY, a New York Corporation, having its princioal offica
Rock Hill, Naw York. pursuant to (he foliswing resolution, adopted by the Board of Directors of the Corporation on the 4th day of November, 1985:

“RESOLVED, thet the Chairman of the Board, the President or any Vice President be. and hereby is, suthorized to sppoint Atomays-ine
Facita represant and actfor and on behalf of the Company to exscute bongs, undenakings, recognizances snd other contracts of indemnity
andwritings obligatery in the nature terscl, and to anach thareto the corparats saal of the Company, in the transaction of s surety bualnllt:’

“REBOLVED, that tha signaturas and anaststions of such officers and the sesl of the Company may be sMxed 10 any such Power of Anorney
or toany certficats rqlating therato by facaimile. and any such Powsr of Aorney or cenilicata besring such facaimile signatures ortacsimile
aealsnall be valid ang binding upon the Company when §o alfixed with respact to sny bond, ynderwking, recognizancs or other contract of
Indemnlty or writing obiigstary in the nature thereot;: o '

“RESOLVED, thatany such Antorney-in-Fact delivering a secratarisl certfication thatthe loregoing resolutions still be in eifact may insertin.
Such certification the date thereot, 3aid da1e 10 be ot tater than tha dais of delivery therac! by such ABorney-in-Fact® o

This Power of Afiarney Is signed and seaied in lacsimile uner and by !ht:lulhariu of the sbove Resoluton.

DOES HERERY MAKE, CONSTITUTEAND APPOINT:  Lewis James Scheer Michael J. Scheer Alice Rhoads:
James I. Moore Bonnie Kruse Stephen T. Kazmer Dawn L. Morgan

of Countryside A .1 the Sute of Illinois _
13 true and iawtul Artorney{s)«in-Fact with tuil powsr and authority heraby conferred in its nama. pigce snd stsad 1o sign, execute, acknowlsdge an
dedver In ity behalt, and as s act and deed, without power of redelegation, as follows: ‘ '

8onds guaranteaing the fidality of persons hoiding places of public or prvate tust guarantesing the performance of contraca omcrmin
lﬂu:uwf::c;&oﬂglnu: and executing or gusrantssing bonds and underakings Eosq:n% or pomg?d in all acdong or m&‘: :" oy 'E:
3 : exvecd Fox Thres Hundred Thousand ,000.00) Dallayg—~—andto ONT!!
INSURANCE COMPANY thersby a3 tully and 1o 1ne samae extentas if such bond or :'mdsmklng was signed by the duly suthorized ofiicers of
FRONTIER INSURANCE COMPANY, and ail the acts ol said Attorney(s)-in-Fact pursuantte the authority hersin given are hereby rallfied and

_ confirmed, . _
dn Mitness Alhereof, KRONTIER INSURANCE COMPANY of Rock Hill, New York, has caused this Powar of Attorney 10 be signed by its Presider
_ and its Corporate sesi 10 be atixed this 25th  dayof - April A8 97
FRONTIER INSURANCE COMPANY
(LIS, "
L
S of N BY: . .
Couny of St s HARRY W. RHULEN, Fresident

Onthis  29th dasyel April 18 97 ,betors the subscriber, s Notary Public of the Stats of
New Yorkin and for the County of Sullivan, dsiy comm:asioned and qualified, cams HARRY W, RHULEN of FRONTIER INSURANCE COMPANY 10
M4 peracnally known 1o be te individual and officer described herein, and who axecuted the precsding Instrument, snd acknowladged the
Axecuion of the same. and bing by me duly swom. daposed and suid, thathe Is the officar of the Company aforesaid, and that the ses! affixed 1o the
preceding instrumsntls the Corporats Seal ofthe Company. and the Corporate Sesl and signaiure as an officer were duly aifixed and subscribed1o
:1: :::'dm in'ttmmmbymwmodw and direction of the Corparstion, and thatthe resoluton of the Company. referred ta In the praceding Instrument,

force, ' :

. dn muﬁmang Bhareof, | nave nersunto set my hand. and aftixad my official seal at Rock Hill, New York, the day and ysar above written,

NANCY V, PIERRO
Notary Public Stuts of New York

Sulilvan Caunty Clerk’s No. 2385
Commisaion Expires July 8. 1963

| CERTIFICATION o

LJOSEPH P, LOUGHLIN. Secretary of FRONTIER INSURANGE COMPANY of Rock L, New York, do heraby cardly thatthe fo Resolution
adopied by the Board of Directors of this Corporstion and the Powsrs of Anomney m:l:ué pursuant mw?:t,o w-'ylnd comnql:'d tboth the
Resolution and the Powars of Atorney are In full erce and sifect,

3“ Biinzsa ﬂl(zunf. t hmghor'oumo sol my hano and affixed the facaimile soa! of ﬁno corporaton s 9th = day of

July 19 9 *,uu."“
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*_FORMR10 (Official Form 10X4/01) : , ! .
UNIT:D STATES BANKRUPTCY COURT
EASTERN DISTRICT OF KENTUCKY (LEXINGTON)

Name of Debtor ' , Case Number

Lodestar Energy, Inc., a Deleware 01-50969

Corporation :
& vE "

Name of Creditor (The person or other entity to whom the debtor 1 01 Check box if you are aware

owes money ot property): anyone elsc has filed a proof of : _
STATE OF UTAH claim relating to your claim. Attach

Name and Address where notices should be sent: copy of statement giving parti

' O Check box if you have never

STATE OF UTAH . . a

DIVISION OF OIL GAS & MINING received any notices from the .
POBOX 14580 . bankruptcy court in this case.

SALT LAKE CTTY, UT 84114 C ' £ Check box if the address differs THts SPACE 1s For CourT USE ONLY

: ; . from the address on the eavelope . :
‘ ' sent 1o you by the court, - .
| Telephone Number: B : . )

‘Account urmber by which creditor identi , Tk Drephce

B e BT 10071030 | isclim .. Damesds, aproviousty fled clim, duted
1._Basisfor Clalm T3 Rotes benehits s debned n 11 US.C. §1114@a)

O Goods sold O Wages, salarics, and compensation (fill out below)

O Services performed - : Your SS #: :

O Money loaned Unpaid compensation for services performed

O Personal injury/wrongful death o from 0 -

O Taxes , ‘ . (date) : (date)

B Other i igation ind

7 Date debt was incurred: - - Ifcourt ' ed:

wasineurred: 71y 14, 1999 3. It court Judgment, Caie ©

4. Total Amount of Clalm at Time Case Flled: v s

If all or part of your claim is secured or eatitled 10 pricrity, also complete Iiem 5 or 6 below. :
O Check this box if claim includes. interest or other charges in addition to the principal amount of the claim. Attach itemized statement of all
interest or addiional charges. '

§. Secured Claim. i . 6. Unsecured Priority Claim.
8. Check this box if your claim is secured by collateral DCbeckﬂﬁsboxifyouhavemunseumdpﬁoﬁtyclaim
(including a right of setoff). T Amount entitled to priority §.

Brief Description of Collateral: : Specify the priority of the claim:

O Real Estate [ Motor Vehicle | ~ | 0 Wages, salaries, or commissions (up 10 $4,650), earned within 90 days
® OtherReclamation Agreement Surety | before filing of the bankrupicy petition ét c?mmiou of the debtor’s

Bond, Frontier g;nsuranoe Capany | business, whichever is earlier - 11 US.C. § S07(a)3). _

Value of Collateral: ~ » Surety O Contribations to an employee wb‘o::eﬁt plan - ::;s.c. ssgll(.gm).
Value Utah: 11 . 0 Up to § 2,100* of deposits toward parchase, lease, or rental of property or

o 5711,000.00 services for personal, family, ot household use - 11 US.C. § 507(a)6)-
0 Alimtony, maintenance, or support owed 0 a spouse, former spouse, or
. ) child - 11 US.C. § 507(aX7). )

Amount of arrearage and other charges at time case filed [ Taxes or penaltics owed to govemnmental unils - 11 US.C. § 507(a)(8).
included in secured claim, if aay: § —— [ Other - Specify applicable paragraph of 11 US.C. § S07(a)(_)-

*Amounts are subject 10 adjustment on 4/1/04 and every 3 years thereafter

' — ' : with respect lo cases commenced on or cﬁ_ﬁer the date o[adgunmem.
T.Credlts;  The amount of all payments on this claym has been credited and deducted for the purpose 0 PACE &5 FOR COURT UsE UNLY

making this proof of claim. , '
8, Supporting Documents: Amach copies of supporting documents, such as promissory nates, purchase' | EASTERN DISTRICT OF KENTUC

orders, invoices, itemized statements of running accounts, contracts, court judgments, mortgages, security F“_ED K

agreements, and evidence of perfection of licn. DO NOT SEND ORIGINAL DOCUMENTS. If the

documeats are not available, explain. If the documents are volaminous, attach & summary. ‘ (a - L‘-—— O ‘ N

9. Date-Stamped Copy: To receive an acknowledgment of the filing of your claim, enclose a stamped, self-‘

 addressed eavelope and copy of this proof of claim. JUN 04 2001
[ Date Sign and print te name and fille, If any, of the creditor or other person suthorized ©o Gl | ,
thigphai of power of attorney, if any): i AT LEXINGTON

f/g °/ ot : JERRY D. TRUITT, CLERK
' L I(u”"r C. St | Aimad Aoy 6cwam [ ¢ :

. - t]1 Q
Penalty for pm7ﬂnsfmdcdem <l Vine of up 1o $500,000 & Imprisonmeat for up 1o 5 years, ot both. 18 US.C. §§ 152and 3571.

. ++o5 Froof of clalm forms and atiachments must be lled IN DUFLICATE*+*
_To veceive a file-stamped copy, file claim in triplicate and Include a self-addressed, stamped envelope.

IR0
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RECLAMATION'AGREEMENT )Y AT

Permit Number: ACT/007/020 .
~ Date Original Permit Issued: v /0,!596
Effective Date of Agreement: _{ / 29

- - STATE OF UTAH - ‘
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS & MINING
1594 West North Temple, Suite 1210
Salt Lake City, Utah 84114-5801
(801) 538-5340

' COAL RECLAMATION AGREEMENT
- —=000000—

For the purpose of this RECLAMATION AGREEMENT the terms below are defined
as follows:

“PERMIT": (Mine PermitNo) ~ ACT/007/020 __ (County) Carbon

“MINE”: (Name of Mine)  Horizon Mine

“PERMITTEE”: (Company or Name)‘ Lodestar Energy, Inc.

(Address) - 333 W. Vine Str., Suite 1700, Lexington,

- KY 40507
«PERMITTEE’S REGISTERED
AGENT™: - (Name) = CT Comoréﬁog System
" (Address) 50 West Broadway, 8th Floor, Salt Lake
City. UT 84101 |

(Phone)  (801) 364-5101

“COMPANY OFFICER(S)”: R, Eberley Davis, Vice President and
- Asgistant Secretary .
“BOND TYPE”: (Form of Bond) ~ Surety
“BOND™  (Bond Amount-Dollars)  $711.000
(Escalated to Year) 2001
“INSTITUTION™ (Bank or Agency) [NA]
“POLICY OR ACCOUNT NUMBER™: [NA]

280199, -~ Page lof2d
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RECLAMATION AGREEMENT
Permit Number: ACT/007/020
Date Original Permit Issued:

Effective Date of Agreement:

«LIABILITY INSURANCE™ (Exp.) 08/31/1999
(Insurance Company)  _Reliance National

“STATE”: Utah Department of Natural Resources

“DIVISION”: - Division of Oil, Gas & Mining
“DIVISION DIRECTOR”: Lowell Braxton '
EXHIBITS: o | ~ Revision Dates
“SURFACE DISTURBANCE” Exhibit “A”
“BONDING AGREEMENT” Exhibit “B”
“LIABILITY INSURANCE” Exhibit “C”
“POWER OF ATTORNEY”

279349.4 | Page o2 of 2/
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RECLAMATION AGREEMENT

This RECLAMATION AGREEMENT (hereinafter referred to as Agreement) is
entered into by the Permittce.

WHEREAS, on% /4 1999 tge zmsxon

proved the Permit Applicatién P4gkage, hereinafter PAP, submltted by

hereinafter Permnttee, and

WHEREAS prior to issuance of a permit to conduct mining and reclamation operanons
on the property described in the PAP, hereinafter Property, the Permittee is obligated by Title 40-
10-1, et seq., Utah Code Annotated (1953, as amended), hereinafter Act, to file with the Division
- "a bond ensuring the performance of the reclamation obligations in the manner and by the
standards set forth in the PAP, the Act, and the State of Utah Division of Oil, Gas and Mmmg
Rules pertalmng to Coal Mining and Reclamation Actlvmes, hereinafter Rules, and

WHEREAS, the Perm1ttcc is ready and willing to file the bond in the amount and in a
form acceptable to the Division and to perform all obligations imposed by the Division pursuant
to applicable laws & regulations relating to the reclamation or the Property; and

WHEREAS, the Division is ready and wﬂlmg to issue the permittec a tmmng and
reclamation permit upon acceptance and approval of the bond.

NOW, THEREFORE the Division and the Permittee agree as follows:

1.

280199.1

The provisions of the Act and the Rules are incorporated by reference herein and
hereby made a part of this Agrcement Provisions of the Act or Rules shall
supersede conflicting provisions of tl_le Agreement.

The Permittee agrees to comply with all terms and provisions of the PAP, the Act,
and the Rules, including the reclamation of all areas disturbed by surface coal -
mining and reclamation operations despite the evcnmahty that the cost of actual

. reclamation exceeds the bond amount.

The Permittee has provided a legal description of the property including the
number of acres approved by the Division to be disturbed by surface mining and

reclamation operations during the permit period. The description is attached as

Exhibit A, and is mcorporated by reference and shall be refen'ed to as the Surface
Disturbance.

The Permittee agrees to provide a bond to the Division in the form and amount

- acceptable to the Division ensuring the performance of the reclamation

Page & of 2/
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10.

12,

 obligations in the manner and by the standard sct forth in the PAP, the Act, and

RECLAMATION AGREEMENT

the Rules. Said bond is attachcd as Exhibit B and is incorporated by reference.

: <The Permittee agrees to maintain in full force and eﬂ'cct the public liability

insurance policy submitted as part of the permit application. The Dmsxon shall
be listed as an additional insured on said policy. :

In the event that the Surface Disturbance is increased through expansion of thf:
coal mining and reclamation operations or decreased through partial reclamation,

 the Division shall adjust the bond as approptiatef ‘

The Permittee does hcreby agree to indemnify and hold harmless the State of Utah
and the Division from any claim, demand, liability, cost, charge, or suit initiated
by a third party as a result of the Permittee or Permittee’s agent or employees
failure to abide by the terms and conditions of the approved PAP and this

’ Agrecment

The terms and conditions of this Agreement are non-cancelable until such time as
the Permittee has satisfactorily, as determined by the Division, reclaimed the -
Surface Disturbance in accordance with the approved PAP, the Act, and the
Rules. Notwithstanding the above, the Division may direct, or the Permittee may
request and the Division may approve, a written modification to this Agreement.

The Permittee may, at any time, submit a request to the Division to substitute the

: bonding method. The Division may approve the substitution if the bond meets the
" requirement of the Act and the Rules, but no bond shall be released until the

Division has approved and accepted the replacement bond.

Any revision in the Surface Disturbance, the bond amount, the bond type, the
liability insurance amount coverage, and/or the liability insurance company, or

. other revisions affecting the terms and conditions of this Agreement shall be

submitted on the form entitled Stipulation to Revise Reclamation Agreement and
shall be attached hereto as Exhibit D (other exhibits as appropriate.)

This agreement shall be govemed and constructed in accordance with the laws of
the State of Utah. The Permittee shall be liable for all rcasonable costs incurred
by the Division to enforce this agreement.

Any breach of the provisions of this Agreement, the Act, the Rules, or the PAP

may, at the discretion of the Division, result in enforcement actions by the
Division which include but are not limited to, an order to cease coal mining and

Page _f_of _.ﬂ



' RECLAMATION AGREEMENT |

reclamation operations, revocation of the Permittee’s permit to conduct coal
mining and reclamation operations and forfeiture of the bond.

13.  Inthe event of forfeiture, the Permittee agrees to be liable for additional costs in
excess of the bond amount which may be incurred by the Division in order to
comply with the PAP, the Act, and the Rules. Any excess monies resulting from
the forfeiture of the bond amount upon compliance with this contract shall be

refunded as directed by the permittee or, if a dispute arises, as directed by a court
of competent jlll'lSdlCthn by mterpleadmg the funds subject to the dispute.

- 14. . Each signatory below represents the he/she is authonzcd to execute this -

Agreement on behalf of the named party. Proof of such authorization is provided
on a form acceptable to the Division and is attached hereto. :

_sd AGREED this /ié/ M‘ day of _ k@u(éj\— | | 1999

STATE OF UTAH:

PEmIﬁEE: | | LOD]%TAR EI;TERG
o - K fM\EAl/fwﬂ

R. ﬁﬁerlgy Davis, Yice President and
Assistant Secret

NOTE: An Affidavit of Qualification must be completed and attached to this form for
each authorized agent or officer. Where one signs by virtue of Power of Attorney of a company,
such Power of Attorney must be filed with this Agreement. If the Prmclpal is a corporation, the
- Agreement shall be executed by it’s duly authorized officer.

279349.1 _ , Page & of 2/
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RECLAMATION AGREEMENT

EXHIBIT “A”
PERMIT AREA

LEGAL DESCRIPTION =

Page Aof _3_7—_/



RECLAMATION AGREEMENT

Exhibit “A” - PERMIT AREA Permit Number: ACT/007/020
Effecdve Date: _gylv 9, 1999

PERMIT AREA
LEGA.L’ DESCRIPTION

In accordance with the RECLAMATION AGREEMENT ‘the PERMITTEE intends to-
conduct coal mining and reclamation activities on or within the PERMIT AREA as described

hereunder: (The bonded area equals the permit area.)

Total acres of PER.MI_T AREA: 317.§
Legal Description of PERMIT AREA:

3 South Range )j

Secion8:  SE1/4 SW1/4, SW1/4NW 1/4 SW1/4 SE1/4,
: win SW1/4 SW1/4 SEIM

Section 17: NWIM NE1/4, S1/2 NW1/4, N1/2 NW1/4 SW1/4, NE1/4

SW1/4, NW1/4 SE1/4, N1/2 SE1/4 SW1/4,
N1/2 SW1/4 SEV/4, W1/2 W1/2 SW1/4 NE1/4

This is the PERMIT AREA that is covered by the reclamation surety provided in Exhibit “B".
IN WITNESS WHEREOF the SURETY has hereunto set ir's signature this

9th _dayof__ July ' ,19.99,

SURETY

Bw%ﬁ.ﬁg@_

Title;: Dawn L. Morgan, Attorney-in-Fact




- RECLAMATION AGREEMENT

EXHIBIT “B”
SURETY BOND

(NON-FEDERAL COAL)
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RECLAMATION AGREEMENT

Exhibit “B” - SURETY BOND Permit Number: ACT/007/020

SURETY BOND

(NON-FEDERAL COAL)
-ooOOoo-

This SURETY BOND entered into by and between the undexslgned PERMITTEE, and-.
SURETY, hereby Jomtly and severally bind ourselves, our heirs, administrators, executors,
successors and assigns unto the State of Utah, Division of Oil, Gas & Mining (DIVISION) in the -
penal sum of __$711.000 (Surety Bond Amount) for the timely performance of
reclamation responsibilities of the surface disturbance described in Exhlblt “A” of the
‘Reclamation Agreement.

This SURETY BOND will remain in effect until all of the PERMI'I"I‘EE"S reclamation
obligation have been met and released by the DIVISION and is conditioned upon faithful ‘
performance of all of the requirements of the Act, the applicable rules and regulations, the
approved permit, and the DIVISION. :

The SURETY will not cancel this bond at any time for any reason, including non-
payment of premium or bankruptcy of the Principal during the penod of hablhty

The SURETY and their successors and assigns, agree to guarantee the obligation and to
indemnify, defend, and hold harmless the DIVISION from all expenses which the DIVISION
~ may sustain as a result of the PERMITTEE’s failure to comply with the condition(s) of the
. reclamation obligation.

'The SURETY will give prompt notice to the PERMITTEE and to the DIVISION of
any notice received or action alleging the insolvency or bankruptcy of the SURETY, or alleging
_any violations or regulatory requxrement which could result in suspensxon or revocatxon of the
SURETY?’s license.

Terms for release or adjustment of the BOND are as written and agreed to by the
DIVISION and the PERMITTEE in the RECLAMATION AGREEMENT incorporated by
reference herem, to which this SURETY AGREEEMNT has been attached as Exhibit “B” :

2801991 ‘ Page ..j_. ‘Of;..JQ



RECLAMATION AGREEMENT
Exhibit “B” - SURETY BOND
IN WITNESS WHEREOF the PERMITTEE hs hereunto set it’s signature

thls_._u__ day of _ July .19 99 . ©
insert bere ’

m ‘EsTAR-ENEEQX‘. ING.
PERMITTEE | B
Ktz

By: R. Eberlef Davis
. 7/

Titic: Vice President &
Assist;nt Secreta

IN WITNESS WHEREOF, the SURETY has hcreto setit’s s:gnamrc this

—5th_dayof_July 1999
_Frontier Insurance Company
SURETY ,
By: . Morgan
Title: -in-Fact

NOTE: AD Affidavit of Qualification must be completed and antached to this
form for each authorized agent or officer. Where one signs by virme of
Power of Anomc) for a company, such Power of Anorncy must be filed
with this Agreement. If the PERMITTEE is a corporation, the
Agreement shall be exccuted byit's duly authorized officer.
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RECLAMATION AGREEMENT

EXHIBITSC”

LIABILITY INSURANCE
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Willis

7 Hanover Square-

July 8, 1999

New York, NY 10004-2594
Talephone 212-344-8888
Utah Dept. of Natural Resources _ : Fax 212-344-8511
Division of 0il, Gas & Cable NOORROG
Mining .
Suite 1210 Talex:
salt Lake City, UT 84114-5801 . Domesic12-8283

. Intsmational 421034-NT * -

Dear Certificate Holder:

Enclosed is the Certificate of Insurance issued on behalf of
Lodestar Energy, Inc. and subsidiaries. - T

‘Should you have any questions please feel free to call.

1y yours, ﬂ“—?’ :
rroon Corporation of New York , %\% _

cc: Lodestar Energy, Inc. and subsidiaries
Reliance Insurance Company ‘
Reliance National Insurance Company

Enclosure

D_E@-W_E_]

JuL -9 B

DIV. OF OIL. GAS & MINING

YVIFlllls Cotroon
Corporation of
New York
Insurance Brokers
Consuitants



W‘lla Corruon Corporation of New York
7 Hanover Square

DATE MOYY)
A AOE 8JUL-1995
O L -TIFIGATE IS ISSUED AS A MATTER OF INFORMATION
ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE
HOLDER. THIS CERTIFICATE DOES NOT AMEND, EXTEND OR

New York NY 10004-2594 ALTER THE COVERAGE AFFORDED BY THE POUGES BELOW
(212) 344-8888 COMPANIES AFFORDING COVERAGE
company Reliance Insurance Company
| Daniel Leung A
INSURED " COMPANY Reliance National Insurance Company
B ,
Lodestar Energy, Inc. and subsidiaries
333 West Vine Strut °°'&"‘"Y
Suite 1700 -
Lexington KY 40507 COMPANY  ~
D

. THIS 1S TO CEHTIFV THAT THE POUCIES OFINSURANCE USTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOC
INDICATED, NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIt
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE.TERMS.

EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CI.AIMS.

d POLICY EFFECTIVE | POLICY EXPIRA
s TYPE OF INSURANCE POLICY NUMBER DATE QIWDDYY) | DATE (MDDYY) | uNmTs
A | GENERAL LiABILITY INGBO144-018 01-FEB-1999 | 31-AUG-1999 |genenaL Aaaneaate s - 2,000,0°
X | COMMERCIAL GENERAL LIABILITY PRODUCTSCOMPIOPAGG g 2,000,0
CLAIMS MADE OCCUR PERSONALAAOVINURY |g  2,000,0
|| OWNER'S 8 CONTRACTOR'S PROT EACH OCCURRENCE g 1,000,0
|| FIRE DAMAGE {Any onefirs) | $ §00,0
MEDEXPWAmyoneperson) 18 5.0
A - 3-1999
_;(_trr::l;:::tnunm TMD1M17 01-FEB-1998 | 31-AUG-1 osvasunwr |s  1.000,0
_— ALLDWNEDW BODILY INJURY s
| ___| SCHEDULED AUTOS {Per person)
X ] mRED AUTCS ) ' BODILY INJURY
K3 : . s
| X | Non-owneD auTos . E «“ F,_.: p w E {Per accident)
0 T 8 .
— . ‘D, — T PROPERTY DAMAGE s
| GARAGE LIABILITY ““ Juu - 9 199 LUJ AUTO ONLY - EA ACCIDENT
| ANYAUTO !‘ ' i :
auL nr o LAC QA_M‘ \‘!NG
| EXCESS LIABILITY I, Ul UlL, U"“ i )
|| umBRELLA FoRM
|| OTHER THAN UMBRELLA FORM
B | wonkens courensamon ano TBD 09-JUL-1999 | 09-JUL-2000
EMPLOYERS' LIABILITY '
::!nmenslaccunve INGL
OFFICERS ARE: Exel
OTHER )
DESCRIPTION OF OPERATIONS/LOCA ECIAL ITEMS

ATIONS/VEHICLES/SP!
Permit # ACT/007/020 Horizon Coal Mine

The-General Linbility policy inc'ludes ex'losiVe covera

Utah Dept. of Natural Resources
Division of Oll, Gas &

Mining

Suite 1210

SaltLake City UT 84114-5801

45

SWMMWWEAMMMUMIEW-MM
EXPIRATION DATE THEREOF, THE ISSUNG COMPANY WILL BHOEAVOEKXS MAS
DAYS WRITTEN NOTICE TO THE CERTIFICATE HOLDER NAMED YO THE LEF1.
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]
-AFFIDAVIT OF QUALIFICATION
- ASSOCIATE DIRECTOR
--000000—

1, Mary Ann Wright, being first duly sworn under oath, deposes and says that she is the

- Associate Director of the Division of Qil, Gas & Mining, Department of Natural Resources, State
of Utah; and that she is duly authorized to execute and deliver the foregoing obligations; and that
said ASSOCIATE DIRECTOR is authorized to execute the same authority of law on behalf of

the State of Utah.

~ Mary Ann Wri /D ‘
Division of Qi Gas & Mining- E

Subscribed and swom to before me this 4/ ¢ day of ) j 1999 .

Notary Public = /

My CommissionExpires: : | e es s -

},e by vavd 29 i 200

Attest:

STATEOF [ Jtuh. )y
COUNTY OF QAT JAFC) s

Page /¥ of Q—_I_,



 RECLAMATION AGREEMENT

AFFIDAVIT OF QUALIFICATION
PERMITTEE -
000000~

I R. Eherlg Davis , being ﬁrst duly sworn under oath, deposes and says
that he/she is the (officer or agent) Vice President and Assistant Secretary of

Lodestar Energy, Inc. ; and that he/she is duly authorized to execute and deliver the foregox‘ngk
obligations; and that said PERMITTEE is authorized to execute the same and has complied in:-
all respects with the laws of Utah in reference to commitments, undertakings and pbligatiOnSia»
herein.

R. Eberley DAvis, Vice President
.and Assistant Secretary

Subscribed and sworn to before me this E ﬁday of Jl% | .19 Q?

My _Cothission Expires:

Z8 5200/

’ oy G Stateofuich
‘ ' ‘ omm. Explres Jul 28,2001
Attest: SRS 0 S UT s

STATE OF UTAH - )
COUNTYOF  Sacr laxe ) ss:

. 280199.1 ) o Page /6 of



LODESTAR ENERGY, INC,

Unaaimous Consent in Licu of
Meeting of Board of Dircctors

The undersigned, being the sole member of the Board of Dircctors of Lodestar Encrgy.

Inc., a Delaware corporation (*LODESTAR"), hcréby conscats to the fo!lowihg éotporate action

in lieu of a meeting of the Board of Directors as if the same were held on Jix‘ly 28, 1997, effective

as of said date as fully as if unanimously adoptcd at a duly called meeting of the directors:

LODESTAR engages in va‘ridus‘ aspects of the exploration, development, production.
storage, transportation and marketing of coal. These activities requirc LODESTAR
through its agents to obtain from time to time. various permits, licenses, identifying

numbers, orders and approvals necessary for the conduct of its business in normal course

(such permits, licenses, identifying numbers, orders and approvals shall hereinafter be
called "Permits"). All such Permits are issued by various governmental or regulatory
authorities, including the United States Office. of Surface Mining Reclamation and
Enforcsment, the Kentucky Department of Surface Mining Reclamation and
Enforcement, the West Virginia Department of Energy, the United States Environmental
Protection Agency, the Kentucky Natural Resources and Environmental Protection

" Cabinet, Department of Environmental Protection, Division of Water, the United States

Mine Health and Sefety Administration and the United States Burcau of Alcohol,
Tobacco and Fireanns (hereinafter all such govenunental or regulatory authorities shall
be called_ "Govemnment Agency," whether singular or plural). The purpose of the
resolutions adopted below is to appoint the named individuals as agents of LODESTAR
to execute and deliver to the appropriate Government Agency all manner of
documentation necessary for issuance or transfer of Permits. ‘ '

Resolutions

‘RESOLVED, that each of John W, Hughes, Troy L. Francisco, Bill Potter, Tom Mattox.
‘John McHale, Dennis Bryant, Alex Messamore, and R. Eberley Davis ("Authorized
Persons”) be, and each of them is hereby, authorized and cmpowered to execute and

deliver to any Governmental Agency having jurisdiction over the business and property

~ of LODESTAR any and all documents necessary for the issuance or transfer of Permits

including, but not limited to, applications for the issuance and transfer thereof, and the

fact of execution and delivery thereof by any of the Authorized Persons may be relied

upon by the receiving Government Agency as conclusive evidence of the authority
granted such persons by these resolutions and this Board of Directors' approval of the
item thus received by the Government Agency; and ‘



of July, 1997.

FURTHER RESOLVED, that in the event any Govemnment Agency requires that the
authority of the Authorized Persons to act as provided herein be further evidenced by any
other document, any officer of LODESTAR shall be, and is hereby, authorized and
empowered to execute and deliver to the requesting Government Agency any such other
document which may be itquired by the Government Agency as evidence of the authority
of the Ahlhorized Persons to act us described hercin and the fact of execution and
delivery may be relicd upon by the recciving Government Agency as conclusive evidence
of the authority granted by these resolutions to such officer and this Board of Directors’
approval of the item thus received by the Government Agency; and

FURTHER RESOLVED, that in the cvent any Government Agency to whom a certificate
of these resolutions is t be delivered requires that these resolutions be certified in a form
other than the form in which the resolutions have been written, any officer of.
LODESTAR, shall be, and is hereby, authorized and empowered to certify and deliver to
the requesting Govemnment Agency a certificate of these resolutions in such form as the

requesting Government Agency may require, whether or not the text of such certificate
bas been actually presented 1o and approved by this Board of Directors and regardless of
whether the certificate states the effectiveness of the resolutions certified to be as of a

* date other than the date of these resolutions, or that sich resolutions may have been

adopted in the course of a meeting when they were in fact adopted by unanimous written
conseat, or the converse thereof, and all of such resolutions so certified shall be, and they
are hereby adopted as resolutions of this Board of Directors as though they have been
presented to, and approved by, this Board of Directors at a meeting or in an action by

unanimous written consent.

IN WITNESS WHEREOF, the undersigned has executed this consent as of the 27nd day

Director




