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and complete remediation of any remaining Baseline Environmental Conditions that are
required by then existing law to be remediated; provided, however, that if there is an
After-discovered Baseline Environmental Condition that MCC determines is not
economically reasonable or legally required to be remediated at that time, MCC may
elect not to remediate it, in which event the terms of Section 17.4 shall apply. In the
alternative, the parties may negotiate an adjustment to the purchase price to
compensate Savage for acceptance of any unremediated Baseline Environmental
Conditions that are required by then existing law to be remediated. Savage shall, upon
closing of the purchase of the CV Spur, become fully responsible for ail environmental
conditions, including the Baseline Environmental Conditions, and MCC shall be fully
released of any and all liability with respect to them. Savage will also upon closing
of the purchase of the CV Spur assume full responsibility for the DOGM Reclamation
Obligation and for bonding required in respect thereof.

10.2 Any environmental contamination caused at the CV Spur by

Savage or resulting from any cause other than a Baseline Environmental Condition for A

which MCC is responsible under Section 10.1 shall be promptly remediated by Savage
at its expense. Upon the termination of this Lease without purchase of the CV Spur

by Savage or a third party, the parties shall again jointly fund a contract with the .
Environmental Consuitant to determine if the environmental condition of the CV Spur s
is different from that disclosed in the Baseline Environmental Report. . Savage-shallbe .- ..
responsible at its expense for. (i) correcting or remediating any: contamination and ;- - -
conditions causing contamination other than the Baseline. Environmental Conditions, - -
including without limitation, —any~ increase orZéxacerbation of the Baseline . -
Environmental Conditions (excluding any increase or exacerbation due to the passage

of time), and (ii) performing reclamation required under the DOGM Permit or any new _/\

or modified permit that is required because of new activities or disturbances occurring
at the CV Spur that were not provi Permit_as of the
Commencement Date, provided, however, that MCC may elect to retain portions of
such disturbed areas and facilities thereon for continued use by MCC in which event
MCC will assume responsibility for reclamation thereof.

: 10.3 MCC may inspect the CV Spur at any time during the Term to

determine the environmental status of the CV Spur and the condition of the Prep Plant
and the Loadout Facility. If the environmental condition of CV Spur negatively has
changed from the Baseline Environmental Report, as remediated if MCC has performed
any remediation, or if the condition of the Prep Plant or the Loadout Facility is not at
least equivalent to the Prep Plant Current Condition or the Loadout Facility Current
Condition respectively, normal wear and tear excepted, MCC shall give written notice
thereof to Savage and Savage shall promptly implement corrective actions. If MCC
performs any remediation, it shail supply Savage with a copy of an environmental
report on the remediation. If Savage fails to implement corrective action within 30

days following receipt of such notice, MCC at its option, may either (i) correct such |

conditions and Savage shall be obligated to reimburse MCC for the reasonable costs

L
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incurred by MCC for correction or (ii) terminate this Lease, take possession of the CV
Spur, and recover from Savage the reasonable cost of any corrective action.

10.4 Within three (3) months from the Commencement Date, Savage
shall, at its expense, effect the transfer of the DOGM Permit from MCC to Savage
and MCC shall cooperate and assist Savage in effecting such transfer. Savage and
MCC shall make every reasonable effort to effect the transfer of the balance of the
Permits from MCC to Savage. Upon Savage's request, MCC shall execute the
Designation of Operator form required by DOGM in designating Savage as the operator
of the CV Spur under the DOGM Permit effective as of the Commencement Date.
MCC shall retain the obligation to provide the reclamation bond required under the
DOGM Permit (the "Bond"), subject to reimbursement by Savage for the premium
charged for the Bond. The Bond shall either be modified as necessary to reflect
transfer of the DOGM Permit to Savage or shall be replaced by a new bond structured
as necessary to reflect transfer of the DOGM Permit to Savage. If transfer of the
DOGM Permit to Savage is not completed within three (3) months after the
Commencement Date, Savage shall (i) provide the reclamation bond required under the
DOGM Permit such that MCC's Bond is released (notwithstanding the deferred
transfer of any of the Permits to Savage, or receipt of necessary consents, Savage o
shall assume all responsibilities and liabilities under the Permits -as-of .the -z
Commencement Date except as provided in Section 10.1), or (ii} terminate this Lease e wnn
and its duties and obligations hereunder and. Savage shall remove all. of its personal.
property and equipment from the CV Spur, provnded however, Savage shall be’
responsible for remediation of any envuronmental condmons occurnng durmg the tlme
that Savage occupies the CV Spur L oo SR

B e e T

e @ e

10.5 Upon termination of this Lease (except upon purchase of the CV
Spur by Savage), Savage shall, in cooperation with MCC, transfer the Permits back
to MCC and MCC shall promptly provide the reclamation bond required under the
DOGM Permit such that Savage's Bond (if previously provided) is promptly released.
Notwithstanding the deferred transfer of the Permits to MCC, MCC shall assume all -
responsibilities and liabilities under the Permits [subject to Sections 10.2and 13.6(c))],
when it takes possession of the CV Spur from Savage.

11. Savage Operational Responsibilities

11.1 All activities performed or caused to be performed by Savage upon
the CV Spur shall be in compliance with all applicable federal, state, and local laws,
rules, and regulations. Except as otherwise provided in Sections 10.1 and 10.4,
Savage shall be solely responsible for compliance with ail laws, regulations, rules, and
permits of governmental agencies having jurisdiction over CV Spur including
specifically,. without limitation, MSHA, OSM, and DOGM.

11.2 Savage has and will maintain its own MSHA identifi cation number
while this Lease is in effect and will cause such notices to be given to MSHA as will
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identify Savage as the occupant and responsible party for compliance with MSHA
laws and reguilations at the CV Spur.

11.3 The Miscellaneous Agreements will not be assigned by MCC to
Savage. MCC will make all payments required thereunder subject to reimbursement
by Savage as provided in Section 6.1(d). Savage shall be responsible for complying
with all of the terms and conditions of the Miscellaneous Agreements related to the
conduct of aperations at the CV Spur and shall not by action or inaction cause MCC
to be in defauit thereunder. If any defauit is alleged by the other parties to the
Miscellaneous Agreements as to any obligation for which Savage is responsible, MCC
will notify Savage forthwith and Savage will be responsible for curing such defauit.
If Savage disputes the occurrence of a default, Savage will be responsible for
undertaking any litigation or other action that may be necessary to resoive the dispute,
which may be undertaken in the name of MCC, but Savage will not, in any event,
allow the termination of the Miscellaneous Agreementinvolved or cause MCC to suffer
any liability. Without limiting Savage's responsibilities set forth above, MCC shall
cooperate with Savage to the keep the Miscellaneous Agreements current and in good
standing.

11.4 Savage shall provide and pay for all utilities, labor, materials, - ... .
supplies, parts, fuel, lubricants, and all other items necessary for and during the time el

s L S P ARV 4 T
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Savage occupies and uses. the CV.Spur. . _ - mmuzess

11.5 '~T~S'é§é'§;fs'-'r\-éll,—7 a't‘:-v'it'sfs}-b'ié"c'a'st;ﬂ.'_ maintain the Prep Plant and the

Loadout Facility in a condition equal to the Prep Plant Current Condition and the "

Loadout Facility Current Condition respectively, and shall maintain all other facilities
and improvements at the CV Spur in good order, condition, and repair, less normal
wear and tear. Savage expressly and irrevocably waives the benefit or applicability
of any statute now or hereafter in effect that would otherwise afford Savage the right
to make repairs at MCC's expense or to terminate this Lease because of MCC's failure
to keep the CV Spur or any part thereof in good order, condition, and repair.

11.6 Savage shall keep title to the CV Spur free and clear of and from
any and all liens, claims, and encumbrances of whatever kind or nature, arising in any
manner whatsoever from Savage's possession of the CV Spur or its operations
hereunder. Savage shall promptly pay all wages due its workers and employees and
pay for all materials and supplies furnished and contract labor performed for its
operations hereunder and shall defend and protect MCC from and against all claims,
liens, and liabilities which may arise as a resuit of Savage's failure to do so or from
Savage's contractors failure to do so. In the event that any mechanic's,
materialmen's or labarer’s liens may arise and are filed against the property as a result
of Savage's; operations hereunder, Savage shall take all steps to obtain the discharge
thereof.
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12. Restrictions on Use

- 12.1 Savage shall use the CV Spur only for coal preparation, storage,
and transloading and for necessary incidental activities. Without MCC's prior written
consent, Savage shall not use the CV Spur to:

(a) Store, service, wash, or repair equipment (excluding
equipment used in coal preparation and transloading, also
excluding pressure washing and emergency repairs of
equipment used to deliver coai to the CV Spur);

(b) Prepare or load oil-treated stoker coal;
(c) Store any used vehicles, parts or equipment (excluding

equipment used at the CV Spur in coal preparation and
transloading);

(d)  Store or dispose of any diesel or other petroleum products

exceptthose used in the operatnons for coal preparatlon and

transloadmg, or _ S A
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- - (e) -_-»-»Store or-dispose of any hazardous materials or waste -
L ... .except to store necessary amounts of hazardous matenals

T }ruse_d in coal preparatlon or transloadmg

e B Y

13. Insurance and Indemnities

13.1 During the entire term of this Lease, Savage shall provude and
maintain in effect the following types and amounts of insurance with insurance
companies satisfactory to MCC. For purposes of this Article 13 only, all references
to MCC shall include its parent, Atlantic Richfield Company, and their respective
subsidiaries, directors, officers and employees.

(a) Worker' Compensation Insurance, including Occupational
Disease, in accordance with the laws of the State of Utah
and Employers' Liability Insurance in the limit of not less
than er person and er accident.

(b) Comprehensive General Liability Insurance, including
contractual liability insuring the indemnity agreement set
forth in this Agreement, with limits of not less than
Y - liczble to bodily injury, sickness or death in
any one occurrence; and ior loss of or damage

to property in any one occurrence.
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(c) Automobile lability insurance covering owned, non-owned,
and hired, and all vehicles used by Savage with limits of not
less than - applicable to bodily injury, sickness
or death of any one person and or more than
one person in any one occurrence; and or loss
of or damage to property in any one occurrence.

(d)  All Risks Physical Damage Coverage for the permanently
installed structures (excluding the Weigh Bin} on the CV
Spur for with a loss
payable clause in favor of MCC and Savage as their
interests may appear.

13.2 All policies shall be endorsed to provide that underwriters and
insurance companies of Savage shall not have any right of subrogation against MCC
and its insurers and underwriters. The waiver of subrogation by Savage's insurance
carrier, in and of itself, shall not prevent Savage from maintaining a separate cause of
action against MCC.

13.3 MCC shall be named as an additional insured in each of Savage's

policies, except Worker's Compensation, provided that such insurance shall notcover . .

the affirmative acts or omuss:ons of MCC

CRESTIGSES
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13.4 Wlthlnseven (7) days afterthe Commencement Date, Savage shall "_A B
furnish Certificates of Insurance evidencing the insurance required hereunder, including - -

the waiver of subrogation and listing of the additional insured. Each certificate shall
provide that a minimum of ten (10) days prior written notice shall be given MCC in the
event of cancellation or material change in the policies. All policies shall be endorsed
to provide that there will be no recourse against MCC for payment of premium.

‘13.5 Savage shall require all contractors comlng on the CV Spur to
obtain, maintain and keep in force similar insurance coverage during the time in which
they are engaged in performing work at the CV Spur. All policies of contractors shall
include the waiver of subrogation and additional insured required under Sections 13.2
and 13.3.

13.6 Savage agrees to and does hereby indemnify, defend and save
MCC, harmless against and from any breach by Savage of its obligations hereunder
and for:

(a)  Any and all claims demands, damages, losses, lawsuits and
other proceedings, and liabilities, including costs and
expenses, for bodily injury to, and iliness or death of,
persons (including claims and liabilities for care or loss of
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services in connection with any bodily injury, iliness or
death);

(b) Any and all cilaims, demands, da'mages, losses, lawsuits

and other proceedings, and liabilities, including costs and - :

expenses, for loss or destruction of or damage to any
praperty belonging to Savage, MCC or others that are not
assumed by MCC hereunder; and

{c) Any fines, penaities, or other amounts assessed against
MCC by reason of Savage's failure to comply with all
health, safety and environmental laws and regulations;

resulting directly or indirectly from, or occurring in the course of, Savage's use,
possession, or occupancy of the CV Spur. However, this indemnity shall not extend
to claims and liabilities for (i) injury or death to persons or (i) loss of or damage to
property to the extent that those claims and liabilities result from MCC's affirmative

- acts or omissions. The obligations of Savage under this Section 13.6 specifically shall

survive termination of this Lease. . » - e

13.7 The liability of Savage under the provisions of Section.13.6 shall ... ..
not be Iimitedv to ;he‘injsurr_apce coverage of Savage under Section 13.1c o o monimene

e ida e RSl
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" 13.8-'Any coverage - provided ‘by Savage's insurance ‘under this
Agreement is primary insurance and shall not be.considered to be contributory -
insurance with any insurance policies of MCC. . TEEEL L L e

13.9 Any deductibles in Savage's insurance shall be assumed by
Savage.

"13.10 If any part of the facilities or improvements at the CV Spur is
damaged or destroyed, Savage shall promptly repair and restore the facilities or
improvements involved to at least as good a condition as existed prior to such damage
or destruction, which shall not be less than the Loadout Facility Current Condition and
the Prep Plant Current Condition less normal wear and tear. Savage shall have no
claim against MCC for any loss suffered by reason of any such damage, destruction,
repair, or restoration, nor shall Savage have the right to terminate this Lease as the
result of any statutory provision now or hereafter in effect pertaining to the damage
and destruction. The proceeds of all insurance carried by Savage on the CV Spur and
on its leasehold improvements, personal property and fixtures shall be held in trust by
Savage for the purpose of the repair and replacement thereof. MCC shall not be
required to.repair any damage or to make any restoration or replacement of the CV
Spur or any part thereof or personal property or fixtures installed thereon. Savage
shall be entirely responsible to make such repair, restoration and replacement at its
sole cost. In the alternative, instead of repairing or replacing the damaged facilities,
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Savage, may, at its option, pay to MCC the amount NV and have no
further obligation to repair the damage, and may terminate this Lease or Savage may
exercise its option under Article 17 to purchase the CV Spur.

14. Bond and No Compete

A 14.1 In order to assure itself of Savage's financial ability to discharge
its obligations under this Lease during the Term and at the termination of this Lease,
MCC shall have the right upon notice to Savage, to annually review at Savage's
offices in Sait Lake City, Utah, Savage's most recent financial statements. f MCC
determines through that review or otherwise that Savage's financial status has
materially deteriorated from its May, 1994 status such that MCC becomes concerned
about Savage's then present or future financial ability to discharge all of its
obligations, including environmental remediation, Savage shall, at MCC's request,
post a performance bond, with MCC as the obligee, in an amount reasonably

determined by the parties to secure the discharge of Savage’s obligations, which in
no event shall exceed

14.2 For a period of five (5) years following the Commencement Date -
of this Lease, MCC agrees that if it acquires a transloading facility which at the time ... ..
of MCC's acquisition is transloading coal for third parties ("Existing Customers”)into ... ... .
Carbon. or Emery

railcars on the Southern Paczﬁc, Denver Rio- Grande Railroad,. i
Counties, State of Utah: o s

"(é) h 'MCC' wnll not annually transload coal for the Exzstmg "

Customers in excess of the greater of the tonnages

~ transloaded for the Existing Customers during the twelve
(12) month period immediately preceding MCC's acquisition
of the transload facility or the tonnages for which the
Existing Customers had the contractual right to transload
through the transload facility; and

(b) In no event will MCC transload coal from that facility for
any other third party into railcars in Carbon or Emery
Counties, State of Utah.

(c) This Section 14.2 in no way restricts MCC, or its partner's
ability to increase volume produced from its own operation
or partnership or joint venture operation through the
transload facility.

~.14.3 Fora periad of ten (10) years following the Commencement Date
of this Lease, MCC shall not transload coal for third parties at a new coal transload
facility constructed and operated by MCC in Carbon or Emery Counties, State of Utah,
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which will handle coal to be shipped in railcars from an originating point on the
Southern Pacific.

15. Holdover

15.1 If Savage holds over, or remains in the possession or occupancy
after the expiration of this Lease, or any extension thereof, or after any sooner
termination thereof without any written lease of the CV Spur actually made and
entered into between MCC and Savage, such holding over or continued possession or
occupancy shall not be deemed or held to operate as any renewal or extension of this
Lease, and shall, if payments are paid by Savage and accepted by MCC for or during
any period of time it so holds over or remains in possession or occupancy, only create
a tenancy from month to month, which may at any time be terminated by either party,
giving to the ather thirty (30) days natice of such intention to terminate the tenancy.

16. Late Payments and Other Defauits

16.1 If any payment required to be paid by Savage to MCC pursuant to
this Lease shall be unpaid on the day whereon it shall become due and payable, and _
for ten (10) days following MCC"s written notice to Savage thereof, or if default shall .. ..
be made in any of the covenants, other than the payments herein required of Savage, .xs...«-
its successors or assigns, and Savage shall fail to rectify any such defauit within 30 ..
days after bemg notifi ed in wrmng of the exnstence hereof |t shall be lawful for MCC ’

' '(a)”"’TTo perform in Sav ge's stead any oblngatnon that Savage
has failed to perform and be reimbursed promptly by ~~
Savage for any reasonable cost incurred by MCC in -
connection therewith with interest at the prime rate .
charged by F:rst Interstate Bank of Utah— (the (

(b) To take possession of the CV Spur and terminate this
Lease;

(c) Require specific performance from Savage as herein
required; or

(d) Pursue any other remedies provided by law or in equity.

This remedy is specified for the benefit of MCC and is optional and not
exclusive.

" 16.2 Any sum not paid by Savage to MCC when due shall thereafter
accrue interest daily at the Interest Rate, both before and after judgment, until paid.
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16.3 Savage agrees to pay to MCC the reasonable cost of recovering
possession of the CV Spur, and all reasonable costs of necessary cleanup, restoration,
and repair needed to restore the- CV Spur to its original condition as provided in
Section 19.6 to the extent that Savage fails to carry out such activities.

16.4 . If default shall be made by MCC in any covenants required of MCC,
its successars or assigns, and MCC shall fail to rectify any such default within thirty
(30) days after being notified in writing of the existence thereof, or if the nature of
MCC's obligation is such that more than thirty (30) days are reasonably required for
performance or cure and MCC shall fail to commence curative work within the thirty
(30) day period and diligently prosecute the same to completion, it shall be lawful for
Savage to pursue its legal and equitable remedies.

17. Option to Purchase

17.1 MCC hereby grants unto Savage the right and option ("Option”) to
purchase the CV Spur upon the following terms and conditions: :

(a) = The Option shall only be available to Savage during the

Term. : e el

S e X -

The purchase

price for theCVSpur ,sl_'_xall b g
ess the total amount of credits under.
"Option Price™). »= ™0 <

: . .

.= Section 17:1(c)
{c) VSavage shail be entitled “to- arére.d‘ii %or amounts of any"'m
Usage Fee (which does not include the Special Genwal Fee)
previously paid by Savage to MCC plus an additional credit
of: - ) '

(Yo

any Year that the Usage Fee for such
Year exceedsh and

(2) An additional for any Year that the Usage
Fee for such Year exceeds

17.2 Savage shall have no right to exercise the Option for a period of
six months following the date Savage receives notice from MCC ofa prospective third
party which may offer to purchase the CV Spur except as set forth in Section 9.4 or
except during the last six months of the Term. Savage shall have no right to exercise
the Option during any period of time when it has notice of a Savage default hereunder
and such defauit remains uncured.

17.3 If Savage exercises the Option, which exercise must be in writing
to MCC, the parties shall date, insert provisions as required and execute in duplicate,

PETSONCCRD S S R e et SRR el
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a written purchase and sale agreement (the "Purchase and Sale Agreement”), a copy
of which is set forth on Exhibit M.

17.4 |fSavage exercises the Option and there exists an After-discovered
Baseline Environmental Condition that is required by then existing law to be
remediated at some time, MCC may either remediate the condition or negotiate with
Savage for a reduction in the Option Price to fairly compensate Savage for the
estimated actual cost with respect to accepting liability for the condition (based on a
present worth analysis if remediation is not required to be done immediately). If the
parties are unable to negotiate a reduction in the Option Price, MCC may elect not to
sell the CV Spur to Savage, in which event Savage may elect to continue the Lease
up to its Term or to treat the Lease as terminated by MCC under the terms of Section
9.5.

17.5 If Savage exercises the Option, then at such time as closing takes
place as contemplated by the Purchase and Sale Agreement, this Lease shall
terminate.

17.6 If Savage exercises the Option and within one (1) year of closing —
the purchase of the CV Spur sells the CV Spur to a third party purchaser for a price __
in excess of the Option. Price. plus.Savage's- remaining book value .of the ..

Improvements, then within thirty (30) days thereafter, Savage shall remit to MCC fifty

percent (50%) of such excess. Savage shall provide accurate qetauls to MCC about E

the pnce pald by the thlrd party purchases for the CV Spur

18. Alternate Dispute Rg§olution

18.1 The parties shall attempt in good faith to resolve any dispute
arising out. of or relating to this Agreement promptly by negotiation between
executives. |f the matter has not been resolved within two (2) months of a party’s
request for negotiation, either party may initiate mediation as provided hereinafter.

18.2 If the dispute has not been resolved by negotiation as provided
herein, the parties shall endeavor to settle the dispute by mediation under the then
current Center for Public Resources ("CPR"}) Model Procedure for Mediation of
Business Disputes. The neutral third party will be selected from the CPR Panels of
Neutrais, with the assistance of CPR, unless the parties agree otherwise.

18.3 Any dispute arising out of or relating to this contract or the breach,
termination or validity thereof, which has not been resolved by a non-binding
procedure-as provided herein within three (3) months of the initiation of such
procedure shall be settled by arbitration in accordance with the then current Center
for Public Resources Rules for Non-Administered Arbitration of Business Disputes by
a sole arbitrator. The arbitration shall be governed by the United States Arbitration
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Act, 9 U.S.C. § 1-16, and judgment upon the award rendered by the arbitrator may
be entered by an court having jurisdiction thereof. The place of arbitration shall be
Salt Lake City, Utah. The arbitrator is not empowered to award damages in excess
of compensatory damages and each party hereby irrevocably waives any right to
recover such damages with respect to any dispute resolved by arbitration.

19. Miscellaneous

19.1 All covenants, agreements, rights, privileges, conditions,
specification and recitals in this Lease shall, subject to Section 19.4, extend to and
be binding upon the successors and assigns of the respective parties, and any act,
notice, election or thing authorized to be done by either party may be equally done by
their, or its authorized agent or attorney.

19.2 This Lease shall not be modified or amended except in writing
signed by each of the parties.

19.3 A short form notice of this Lease and the Option shall be prepared
by the parties and placed of record in the Carbon County Recorder’s Office at Price,

Utah. Upon the termination of this Lease, a proper notice of such termination shall be
prepared by the parties and placed of record in the Carbon County Recorder's Office. ..

S AT ey S RSl s s R

194 Savage shall” “not, elther “voluntarily or by operanon “of Iayv,

mortgage, encumber, pledge, or hypothecate the CV Spur, this Lease or any part .-

thereof, or assign, transfer, or sublet any or all of Savage's interest in this Lease if

such assignment would resuit in Savage ceasing to be the operator, without the prior ~*

written consent of MCC, which may be withheld in MCC's sole discretion for any
reason or for no reason. Savage may assign or transfer a partial interest in this Lease
if Savage remains the operator subject to the prior written consent of MCC, which
consent shall not be unreasonably withheld. In the event of any assignment or
transfer by Savage under this Section 19.4, Savage shall not be relieved of any
liability, duty or obligation under this Lease. MCC shall not assign its interest in this
Lease without the consent of Savage, which consent shall not be unreasonably
withheld.

19.5 All notices provided for in this Agreement shall be in writing and
shall be personally served upon or placed in the U.S. Mail, postage prepaid, certified
mail, and addressed as follows:

If to MCC.: MOUNTAIN COAL COMPANY
Attn: President
P.O. Box 591
Somerset, CO 81434
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with a copy to: MOUNTAIN COAL COMPANY
Attn: Legal Department
555 Seventeenth Street
Denver, CO 80202

If to Savage: SAVAGE INDUSTRIES INC.
Attn: David G. Wolach
5250 South 300 West, Suite 200
Salt Lake City, UT 84107

with a copy to: SAVAGE INDUSTRIES INC.
Attn: James T. Jensen, Esq.
5250 South 300 West, Suite 200
Salt Lake City, UT 84107

or at such other addresses as either party may designate in writing to the other.
Notice shall be effective upon personal delivery or upon posting in the U.S. Mail, as
the case may be.

19.6 Upon the expiration of the Term, or other termination hereof other --- .-
than termination due to purchase by Savage, Savage shall promptly and peaceably -~
surrender the CV Spur to MCC, free of all trash, rubbish, junk, or debris, and in good -
order and condition at least equal to the condition and state of repair as is described .- -
in the Prep Plant Current Condition' and the Loadout Facility Current Condition, s
ordinary wear and tear excepted; and Savage shall deliver all keys thereto to MCC. =~ =~

Before surrendering the CV Spur, Savage shall, at its sole cost, remove its movable
personal property and trade fixtures only, and all other property shall, unless otherwise
directed by MCC or otherwise addressed in Article 9, remain upon the premises and
become the property of MCC without payment therefor. All personal property -and
trade fixtures of Savage not removed from the premises upon the abandonment of the
CV Spur or upon the termination of this Lease for any cause shall conclusively be
deemed to have been abandoned and may be appropriated, sold, stored, destroyed or
otherwise disposed of by MCC without notice to Savage or any other person and
without any obligation to account therefor. Savage shall forthwith take such action
in cooperation with MCC as will effect transfer of the Permits to MCC. Savage shall
not be released from its obligations hereunder in connection with surrender of the CV
Spur until MCC has inspected the CV Spur and delivered to Savage a written release.

19.7 This Lease shall be interpreted and enforced pursuant to the laws
of the State of Utah.

- 19.8 This Lease sets forth the entire understanding and agreement and
incorporates and supersedes all previous understandings and agreements between the
parties with respect to the CV Spur.
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19.9 The LOU is superseded and replaced by this Lease.

19.10 No failure by any party to insist upon the strict performance of any
covenant, duty or condition of this Lease or to exercise any right or remedy
consequent upon 3 breach thereof shall constitute a waiver of any such breach or of
such or any other covenant, duty or condition. Any party may, by notice delivered in
the manner provided in this Lease, but shall be under no obligation to, waive any of
its rights or any conditions to its obligations hereunder, or any covenant or duty of any
other party hereto. No waiver shall affect or aiter the remainder of this Lease but each
other covenant, duty and condition hereof shall continue in full force and effect with
respect to any other then existing or subsequently occurring breach.

19.11 Therights and remedies of the parties hereto shall not be mutually
exclusive and the exercise of one or more of the provisions of this Lease shall not
preclude the exercise of any ather provisions. The parties confirm that damages at
law may be an inadequate remedy for a breach or threatened breach by any party of
any of the provisions hereof. The parties' respective rights and obligations hereunder
shall be enforceable by specific performance, injunction or any other equitable remedy,
but nothing herein contained is intended or shall limit or affect any rights at law or by -
statute or otherwise of any party against another for a breach or threatened breach

of any provision hereof, it being the intention by this Section 19.11 to make clear the
agreement of the parties hereto that the nghts and obligations of the pames hereunder

shall be enforceable in equrty as well as at Iaw or otherwrse l;.';- :
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-19: 12 If any actlon is brought to recover any fees or other amount

 hereunder because of any default hereunder or to enforce or any of the provisions

hereof, or for recovery of possession of the CV Spur, the party prevailing in such
action shall be entitled to recover from the other reasonable attorneys' fees (including
those incurred in connection with any appeal), the amount of which shall be fixed by
the court or arbitrator and made a part of any judgment rendered.

EXECUTED in duplicate as of the date first above set forth.

MOUNTAIN COAL COMPANY SAVAGE4ND

By:,Qqu, /()/Q KZ//ZD. By:i_4 — |
Its: ﬁfwc/z’nz& Its: ﬁ/f.g’/(‘/f/tj_/




EXHIBIT A

to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.

PREPARATION PLANT

(Operational Units at Time of Shutdown)
 McNally Mogul Jig, (No. 534)

Clean Coal Fixed Sieve

Two 7'x16' Double Deck Clean Coal Screens, L-107-X Tyler
McNally Gearmatic Roll Crusher, 36x60

(2) McNally Wedag A150 Centrifuges

Classifying Cyclone Sump

(2) Classifying Cyclone Pumps, 10x10 LSA32 (GIW)

(16) 14" Diameter McNally Classifying Cyclones

(2) Bird Screen Bowl Centrifuges, 54"x70"

36" W Washery Bypass Conveyor

36" W Fine Coal Belt Conveyor

36" W Fines Transfer Belt Conveyor

36" W Coal Collecting Belt Conveyor » e

Refuse Screen 7'x16' Single Declg L-1007-X 'I‘yler
Refuse Bin With Gates -— T AT
.Jig Water Head Tank thh Valv
_(2) Fire Protection Pumps N

(2) Washdown Sump Pumps -~~~

Air Compressor B

(2) Seal Water Booster Pumps

(2) Flocculent Mixing Tanks

(2) Flocculent Mixers

Flocculent Metering Pump

Clarified Water Sump

(2) Clarified Water Pumps, 6x8 LSA25 (GIW)

(2) Thickener Underflow Pumps, 3x4 (GIW)

120" Diameter Eimco Thickener with Concrete Tank

Refuse Vacuum Disc Filter, 12'6" Dia.x8 Disc, Complete System
Refuse Vacuum Disc Filter, 12'6" Dia.x12 Disc, Complete System
Filter Cake Flight Conveyor

(2) Banks Denver Froth Flotation Cells, 3x300 cu. ft., Complete System
Clean Coal Vacuum Disc Fiiter, 10'6"Dia.x6 Disc, Complete System




EXHIBIT A
page2
to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.

(Inactive*Units at Time of Shutdown)
Primary Hydrocyclone Feed Sump
(2) Primary Hydrocyclone Feed Pumps
(18) 12" Diameter Primary McNally Tricones (Hydrocyclones)
Secondary Hydrocyclone Feed Sump
Secondary Hydrocyclone Feed Pump
(2) 12" Diameter Secondary McNally Tricones (Hydrocyclones)

*No lohger piped or wired for operation in the current plant configuration
although all the equipment is still in place.




EXHIBIT B

to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.

LOADOUT FACILITY

Coal Handling Facilities
Raw Coal Receiving, Storage, and Reclaim
Certified Truck Scale, Bridge Type

Truck Dump No. 1 (Wash Plant)
Raw Coal Truck Dump Hopper, 75 Ton Capacity
Raw Coal Vibrating Feeder, 550 TPH
Raw Coal Crusher, "Jeffrey Flextooth”
Cross-Belt Primary Sample Cutter
36" W Raw Coal Stockpile Feed Conveyor, 550 TPH
Tramp Iron Magnet
Raw Coal Stacking Tube, 10,000 Tons Capacity
(3) Raw Coal Vibrating Feeders
36" W Washery Feed Conveyor
36" W Belt Scale . . e

Truck Dump No. 2 (Trail Mountain) S S e s e e
RZ.W Pl'Oduct Tka Dump Hopper e e e 5 e T e i Tl e e DA TR e Sk L e T
. Vibrating Feeder, 48" W;.600 TPH :secri mm = - oo mimse ot
.. Raw Product Stockpile Feed Convcyor 600 TPH ' -
' '“"I’tampIronMagnet - - el
" Cross-Belt Primary Samp Cutter (not ASTM ccmﬁed, not eovered in Exhibxt K) LT
Belt Scale T - .-

Product Reclaim, Sampling, and Loadout

Raw Product Stacking Tube, 25,000 Tons Capacity

(5) Raw Product Vibrating Feeders . .

“‘Washed Fines Stacking Tube, 12,000 Tons Capacxty .

(3) Washed Fines Vibrating Feeders

Washed Coal Stacking Tube, 31,000 Tons Capacity

(5) Washed Coal Vibrating Feeders

48" W Reclaim Conveyor, 1200 TPH Capacity

Dust Suppression System including tanks and motors (As is, where is; not covered
in Exhibit K)

Side Release Agent Applicator System, complete with motor, hose, tanks, and applicator
(As is, where is; not covered in Exhibit K)

Yard Area Coal Reclaim Hopper and Transfer Conveyor
2-Stage ASTM Sampling System
. 48" W Loadout Conveyor, 1200 TPH
48" W Belt Scale
Coal Silo, 11,500 Ton Capacity
Railcar Flood Loading Chute and Gate System, 6000 TPH Capacity
Single Track Rail Loop and Trackage to Accommodate 110 Cars
Each Side of Loadout



EXHIBIT C

to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.

REAL ESTATE
The land leased under the Lease is described as follows:

The Southwest Quarter of Section 11, TOWDShlp 15 South, Range 10 East, Salt Lake Base and
Meridian.

Situate in Carbon County, State of Utah.
EXCEPTING the most Easterly 100 feet thereof.

ALSO EXCEPTING the following: BEGINNING at a point 227.59 feet North and 269.61 feet
East of the Southwest Comner of said Section 11, and running thence North 45°39 45" East 69.47
feet: thence North 58°29 30" East 372.17 feet; thence South 68°31 00" East 516.41 feet; thence
South 280.99 feet, more or less, to the South boundary of said Section 11; thence South 89°58
22" West 342.25 feet along the South boundary of said Section 11; thence North 49°17 10" West
225.38 feet; thence North 76°30 50" West 343.93 feet, more or Iess to the pomt of begmmng

ALSO EXCEPTING the following: BEGINNTNG at the West Quarter Corner of said Section 11, RS
and running thence East.200.00 feet; thence Southwesterly along the arc of a 225 feet radius ~.:
curve 306.3 feet, more or less, to a point 200.00 feet South of the point of begmmng, thence

North 200.00 feet to the pomt of begmmng,

EXCEPTING thereﬁ'om all oxl and gasin the West one-Half of saJd Southwect Quarter, with the -

right to prospect for, mine and remove the same.

EXCEPTING therefrom.all oil, gas and other minerals in the East One-Half of said Southwest
Quarter, with the right to prospect for, mine and remove the same.



EXHIBIT D
to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.

RAIL AGREEMENTS

Trackage Agreement dated January 22, 1974, Contract No. 26823 between the Denver
and Rio Grande Western Railroad Company ("DRGW RR") and Utah Power & Light

Company (UP&L").
Lease dated June 1, 1974, Lease No. 16391, between DRGW RR and UP&L.

Assignment, Acceptance and Consent dated February 28, 1978 from UP&L to Swisher
Coal Company.

Lease dated January 15, 1981, Lease No. 17685,, from DRGW RR to Beaver Creek Coal
Company, a Utah, corporanon.




EXHIBIT E

to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.

WATER LINE AGREEMENTS

1. -~ Right of Way Agreement dated January 1, 1978 by and between David and Mildred Cove,
and Judson and Cherie Crichlow as Grantors to Swisher Coal Co. recorded at Book 208,
pages 350-353; as amended by Amendment of Right-of-Way Agreement dated March 20,
1989 by the Grantors and Beaver Creek Coal Company, recorded at Book 287, pages
789-790. .

2. Campbell Agreement. Letter Agreement dated January 17, 1978 between Mr. and Mrs.
R.D. Campbell as Grantors to Swisher Coal Co. a Grantee of a 20 foot Right-of-Way for
water pipelines.




EXHIBIT F

to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.

CAMPBELL AGREEMENT

Agreement dated August 3, 1977 between General Exploration Company and
Roy D. Campbell and Peggy L. Campbell.




EXHIBIT G

to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.

WATER RIGHTS

The Water Rights associated with the CV Spur consist of 357.1 shares of Price River Water Users
Association (a Non-Profit Mutual Irrigation Association) represented by certificate number 6096.
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EXHIBIT H

to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.

EXCLUDED ITEMS

Fax Machine

First aid pack in Warehouse, and prep plant
Pull trailer with (3) 250 Ib. fire extinguishers
20 Scott air pack

Computers

Leased office Egdigment
1 - Coffee machine

1 - Minolta EP450 Copier
4 - AT&T Telephones

1 - Postage Meter

2 - Dumpsters

1989 Dodge Ram 50 4WD Pickup Truck =" -
1985 Chevy 20 4WD Plckup Truck SR
JCB 3DII Backhoe TIoTIIIE

"Dirill Press.--—-- P
Bench Grinder - 6" wheels .

Electric Hand Grinder - 4" Makxta

Battery Charger - 12/24 volt Hi-lo

Steam Cleaner

Air Compressors - 230/480 voit

1 - Emglo Piston, 200 psi max., (Spare)

1 - Ingersoll-Rand T30 Piston Type, 200 psi max., (Qil Trailer)
1 - Manchester Piston Type, 200 psi max., (Shop)

1 - Gardner Denver Electra Screw, 200 psi max., (Loadout)
Welders

1 - Miller portable, 400 amp max. (diesel)

1 - Lincoln Wire Feed (Shop)

1 - Hobart Portable, 200 amp max., (Gas)

Tool Boxes

1 - 10-drawer top / 9 drawer bottom

1 - 3-drawer top / 5-drawer bottom w/storage

Knaack Boxes

2-36"

1-42"

1-72"
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- Step Ladders "
. 1 120 . e e .

EXHIBIT H

to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.
Page 2

EXCLUDED ITEMS

Torch Sets (full size)

Portable Torch Set (hand held)

Jack air/hyd. portable 150 ton

Jack (floor) 10 ton

Hydraulic port-a-power -

Mechanic Set of Tools (shop/maintenance truck)
Air Hammers

1-1/2" drive

1 -3/4" drive

Electric Drill 1/2" drive

Tap and Die Sets

Pipe Die Set '

Bench Vice (Shop) (Prep Plant)

Portable Light Plant (maxi lite)

Knockout Punch Set Drive Set w/punch & dies for 1/2" thru 4" condmt
55-gallon Oil Barrel Pumps, (2) w/hose, nozzle and reel =~~~

" 120 Ib. Grease Barrel Pump w/hose, nozzle and reel

32' Extension Ladder SR

1-8

1-¢

SP/DRGW Railroad Radios
1 - Stationary

1 - Hand Held w/charger

Lawson bolt bins large, small, slide drawer pins



EXHIBIT I

to Lease Agreement with Option o Purchase
Mountain Coal Company and Savage Industries Inc.

PERMITS AND LICENSES NEEDED TO OPERATE C.V. SPUR

Name and Address of Type of Permit License Application
Permit/License Issuing Authority ' ° Number Status

Construction Approval Utah Division of Health N/A Approved 07/21/77
288 N. 1460 W. Cd
Salt Lake City, Utah 84116-0690 | |

Building Permit Carbon County - - ¢ i 4y No. 979 Issued 10/06/77
County Courthouse: © .* . |
Price Ulah 84501 |

Refuse Fill Permit State of Utah i N/A Issued 10/02/79
Division of Oil, Gas & Mining ) E.
355W.No. Temple ., i
#3 Triad Center, Suite 350 1 31,
Salt Lake City, Utah 84180-!203

Temporary Refuse Permit MSHA : 1211-UT-9-0033 Issued 10/02/79

P.O. Box 25367
Denver, Colorado 80225

Permanent Refuse Permit

MSHA
P.O. Box 25367
Denver, Colorado 80225

1211-UT-9-0034

Issued 10/02/79

UPDES Discharge Permit

Utah Dept. of Health
288 North 1460 West S
Salt Lake City, Utah 84316-0690

UTG040005

Issued 08/01/93

Air Quality Approval Order

Utah Division of Health

Bureau of Air Quality

288 North 1460 West

Salt Lake City, Utah 84316-0690

N/A

Issued 08/21/80

State Permit Approval

State of Utah

Division of Oil, Gas & Mming
355 West North Temple

#3 Triad Center, Suite 350

Salt Lake City, Utah 84180-1203

TR

ACT/007/022

Issued 08/07/94

Storm Water Discharge Permit

USEPA.

S A

N/A

Plan Signed & Filed
04/29/93




EXHIBIT J

to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.

PREP PLANT CURRENT CONDITION

The Preparation Plant was shut down and mothballed in 1984. In 1991, MCC commissioned
Norwest Mine Services to assess the current condition of the Prep Plant and to investigate what
repair parts and repair labor would be necessary for MCC to start up and operate with an 85%
availability. This report is attached.

Roberts and Schaeffer toured the plant and took pictures of the general condition during their
inspection of the CV Spur facilities. Their comments and pictures are included in the report
evaluating the condition of the CV Spur in Exhibit K.




EXHIBIT K
to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.

LOADOUT FACILITY CURRENT CONDITION

See "ARCO Coal CV Spur Inspection Report" by Roberts & Schaefer (Job #6283) of May 1994.




EXHIBIT L
to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.

ESCALATION PROVISIONS

The fees in Section 7.1(b) and (c) are subject to escalation according to changes in the Gross
‘Domestic Product - Implicit Price Deflator ("GDP-IDP") index twice annually, once in March and
again in September. The value published in the previous January will be used for the March
adjustment and the value published for the previous July index will be used for the September
adjustment. The value will be compared with the value published for July 1994. The change in
the rate will be calculated as follows:

For the March 1995 adjustment:

New rate =[x (GDP-IPD Index for January 1995 / GDP-IDP Index for July 1994)



EXHIBIT M
to Lease Agreement with Option to Purchase
Mountain Coal Company and Savage Industries Inc.

PURCHASE AND SALE AGREEMENT FORM

DNELETED



DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING

355 Waest North Temple
Governor § 2 Triad Cenfer. Suite 350
Ted Stewart Salt Lake City, Utah 84180-1203
Executive Director [ 801-538-5340
James W. Carter § 801-359-3940 (Fax)
Division Director 801-538-5319 (TDD)

@\ State of Utah

Michael O. Leavitt

April 9, 1994

Kathleen G. Welt
Environmental Supervisor
Mountain Coal Company
P.0O. Box 591 .
Somerset, CO 81434

Re: Permit Transfer Requirement fdr C.V. Spur Coal Processing
and Loadout Facility, Mountain Coal Company, ACT/007/022,
Folder #2, Carbon County, Utah

Dear Ms. Welt:

Articles in trade magazines state that there is a proposed
purchase of the Castle Valley Spur Coal Processing and Loadout
Facility by Savage Industries. This letter is to remind you that
a permit transfer is required prior to the final purchase.

If you have any questions, please call me. Thank you.

Permit Supervisgor

Enclosure
cc/enc: Lowell Braxton
Daron Haddock




From: Paul Baker (PBAKER)

To: PGrubaugh-Littig

Date: Monday, June 20, 1994 9:13 am
Subject: Savage Insurance

I called Savage's insurance agent about the aggregate limit on
their policy. She said that our regulation refers to the general
aggregate and that Savage does not have an aggregate limit.

Since there is no limit, the insurance company will pay $1
million for every occurrence without limit to the number of
occurrences. If there was an aggregate limit, they would only
pay up to that total for all claims within a year.

This part of the policy appears to exceed our requirements.



From: Paul Baker (PBAKER)

To: PGrubaugh-Littig
Date: Monday, June 20, 1994 9:13 am
Subject: Savage Insurance

I called Savage's insurance agent about the aggregate limit on
their policy. She said that our regulation refers to the general
aggregate and that Savage does not have an aggregate limit.

Since there is no limit, the insurance company will pay $1
million for every occurrence without limit to the number of
occurrences. If there was an aggregate limit, they would only
pay up to that total for all claims within a year.

This part of the policy appears to exceed our requirements.



STATE OF UTAH
OFFICE OF THE ATTORNEY GENERAL

P

* OF Tip o=
o

JAN GRAHAM
ATTORNEY GENERAL

CaroL CLAWSON Reep RicHaRDS Pawmer DePauLis
Solicitor General Chief Deputy Attorney General Director of Public Poticy & Communications
May 16, 1994

Scott W. Anderson, Esq.
Arco Coal Company

555 Seventeenth Street
Denver, Colorado 80202

Re: Your letter of May 13, 1994

Dear Scott:

This is to confirm our conversation of today’s date regarding your letter of
May 13, 1994, concerning the bond for C.V. Spur. To clarify, the Division cannot
transfer a permit to a new permittee unless the new permittee obtains replacement
bond coverage in their own name. Consequently, while Mountain Coal is free to
assist a new permittee, their original bond may no longer provide coverage if they
are released as the permittee of the permitted facility.

| hope this provides sufficient clarification as to why my client may not
accept your proposal of the 13th.

Very truly

-
Thomas A. Mitchell
Assistant Attorney General
Isj
cc: James W. Carter
Lowvelil Braxton
Pam Grubaugh-Littig
Daron Haddock

TAM94034.LTR

3 TRIAD CENTER, SUITE 350 . SALT LAKE CITY, UTAH 84180-1203 . TELEPHONE: (801) 538-5340 . FAX: 359-3940



From: Pam Grubaugh-Littig (PGRUBAUGH-LITTIG)
To: DHaddock

Date: Friday, May 6, 1994 2:50 pm

Subject: Permit Transfer

I have made arrangements to meet with Scot Anderson, ARCO,
regarding the permit transfer from Mountain Coal to Savage on
Tuesday, 5/10 at 7:30. Daron, would you like to come? Your
permit transfer experience is invaluable....... He faxed a
bonding agreement that Tom Mitchell will review. Tom has spoken
with Scot about Mountain Coal being the bond holder while Savage
is the permittee, (I'll copy you Daron). Thanks.

CC: LBraxton, JHelfrich, TMitchell



From:
To:
Date:
Subject:

Pam Grubaugh-Littig (PGRUBAUGH-LITTIG)
LBraxton

Friday, April 29, 1994 8:32 am

C.V. Spur

I talked to Dan Guy yesterday about the potential permit transfer
for C.V. Spur. Mtn. Coal submitted a permit renewal application.
I told him that for the permit transfer, it could be stipulated
for Savage that within 120 days (or so), they would have to
update the plan to Savage. (Now the plan is part Mtn. Coal, part
Beaver Creek). Does that sound all right with you?

CC:

DHaddock
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Savage lnAries. Inc.

5250 South
Salt Lake
Neal Savage
Allen B. Alexander
H. Benson Lewis
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Allen B. Alexander
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Ronald J. Konnick
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Officers

Chairman 6f the Boa'rd.
President
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Executive Vice President,
Business Development

_ Executive Vice President, General

Counsel and Secretary

Vice President and Treasurer
Vice President and Controller
Regional Vice President
Regional Vice President
Regiona] Vice President
Regional Vice President
Vice President

Vice President

Vice President

Vice President

Vice President

Vice President

Vice President

100-5 September 15, 1993
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Proposed Newspaper Advertisemen t

**public Notice**

] m
Savage Industries@ Inc. has applied for a L

transfer of the Mining and Reclamation Permit for the C.V. Spur
Processing and Loadout Facility from Mountain Coal Company to
Savage Industries, Inc.

The applicant is:

ot
Savage Industries; Inc. y//
5250 South 300 West
Suite 200
Salt Lake City, Utah 84107

The original permittee is:

Mountain Coal Company
P.O. Box 591
Somerset, Colorado 81434

The permit for which transfer is being sought is Utah
#ACT/007022. This is a Mining and Reclamation Permit for the C.V.
Spur Processing and Loadout Facility, which is located in the
Miller Creek area of Carbon County, Utah in Sections 2 and 11,
Township 15 South, Range 10 East, Salt Lake Base & Meridian. The
permit area is further described as follows: Township 15 South,
Range 10 East, Salt L Base & Meridian, Section 11: W3 SWi except
0.24 ac. in NW cornef‘?%’swj except East 100' and 5.42 acres in SW
corner. Also included in t rmit area is a 20' Right-of-Way for
a pipeline across the SEl@ and NwW# f Section 11 (1.21 l/
acres), and across the SW} +, NWi SW}I'[SW# INWE and NE} NW} of
Section 2 (3.97 acres) This area is tated on the "Price
Quadrangle”, U.S. Geological Survey 7% minute map.

The application is available for inspection at the Carbon
County Courthouse, lst East and Main Street, Price, Utah 84501.

Written comments, objections or requests for informal
conferences on the application may be submitted to : State of Utah—
Department of Natural Resources, Division of 0il, Gas and Mining,
355 West North Temple, 3 Triad Center Suite 350, Salt Lake City,
Utah 84180-1203.






Mmymm (Shareholder: The Savage Companies)

K 2 Neal Savage

sEAllen B. Alexander

~%H. Benson Lewis

David G. Wolach

¢ James T. Jensen
C. Fred Busch
Roger P. Fordham
John K. Savage
L. James Mecham
Donald W. Alexander
Kenneth W. Cooper
Arthur D. Johnson
L. Dean Rees
Eric B. Adamson
Howard F. Goodman
Gary L. Norman
Richard L. Biddinger
Ronald J. Konnick
Raymond Alt
Michael A. Marchbanks

*%T.WW

Chairman of the Board and Director
President and Director

Ex.V.P., CFO, Asst. Secretary and Director
Executive Vice President, Business Development
Ex. V.P., General Counsel and Secretary
Senior Vice President

Regional Vice President

Regional Vice President

Regional Vice President

Regional Vice President

Regional Vice President

Vice President

Vice President and Treasurer

Vice President

Vice President and Controller

Vice President

Vice President

Vice President

Vice President

Vice President
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MAY-B5-1934  11:15 FROM ARCO COAL CO~-DENVER TO 18113593344 F.a1

ARCO Denver Legal Department
DATE: May 6, 1994 Time Sent: 12:00 p.m.
TO: Pamela Grubaugh-Littig

FAX: 801-359-3940

FROM: Scot W. Anderson
PHONE: (303) 293-4230
FAX: (303) 293-4098
PAGES: 2 (including cover)

COMMENTS:

Pamela:

Attached is a proposed agreement to allow Mountain C

ompany to provide the
bond for the CV Spur.

Also, some reprasentatives of Savage and I would like to meet with you on Tuesday
morning to discuss the permit transfer process, including the bonding issue. Please call me
as soon as possible to let me know if you are free to meet with us Tuesday morning.

Finally, | have provided a copy of the attached agreement by fax to Tom Mitchell.

Thanks for the help.

Scot Anderson
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oo~ MAY-EE-1994 11:16 FROM  ARCO COAL CO-DENVER TO 915@13593948  P.E2
AGREEMENT
This Agreement made this day of , 1994, between Mountain Coal Company

("Mountain Coal") and the State of Utah, Division of Oil, Gas and Mining ("Division").

1. Mountain Ccul owns the Castle Valley Spur ("CV Spur"), a c¢oal loadout facility near
Price, Utah.

2 Mountain Coal will lease the CV Spur to Savage Industries, Inc. ("Savage™) for a ten year
period. Mountain Coal will also grant Savage the option to purchase the CV Spur under
terms and conditions set forth in the lease agreement between Mountain Coal and Savage.

3. Savage will secure from the Division and the Division will issue to Savage the permits
necessary to operate the CV Spur.

4. All reclamation and bonding requirements remain the obligation of Mountain Coal

Z / Zﬁﬂ throughout the term of the lease of the CV Spur to Savage; Mountain Coal agrees to
- provide to the Division a bond sufficient for those obligations.

!‘ g (?LM If Savage purchases the CV Spur from Mountain Coal, Savage will be responsible for |
= providing the necessary bonds to the Division. In that event, Mountain Coal will no
/\»«{}‘/@ longer be responsible for reclamation and bonding requirements associated with the CV




RG45-303- Coul Mine Permitting: Change, Renewal, and Transfet,

Assignment or Salc of Permnit Rights

Revised September LI, 1992

235. Notice of Decision. The Division will send copics of its decision
to the applicant, to cach person who filed comments oC
objections on the reacwal, to cach party to any informal
conference held on the permit renewal, aad to the Officc.

. Administrative and Judicial Review. Any person having an
interest which is or may be adversely affected by the decision of
the Division will have the right to administrative and judicial
review sct forth in R645-300-200.

R645-303-300. Transfer, Assignment, or Sale of Permit Rights.

310. General Informatioa. No transfer, assignment, or sale of rights
granted by a permit will be made without the prior written
approval of the Division.

320. Application Requircments. An applicant for approval of the
transfer, assignment, or salc of permit rights wili:

321. Provide the Division with an application for approval of the
~ proposed transfer, assignment, or sale including:

321.100, The name and address of the existing permittec and permit
aumber or other identifier; <

A bricf description of the proposed action requiring
approval; and

321.200.

321300. The legal, financial, compliance, and related information. .
required by R645-301-100 for the applicant for approval of
the transfer, assignment, or sale of permit rights;

322, Advertise the filing of the application in a newspaper of general
circulation in the locality of the operations involved, indicating
the name and address of the applicant, the permittec, the permit
number or other identificr, the geographic focation of the
permit, and the address to which written comments may be scnt;
and

323. Obtain appropriatc performance bond coverage in an amount
sufficient to cover the propased opcrations, as required uader
R645-301-800.

330, Public Particlpation. Any person haviag an interest which is or
may be adversely affected by a decision on the transfer,
assignment, or sale of permit rights, including an official of any -
federal, state, or local government agency, may submit written
comments on the application to the Division, within 30 days of
the advertiscment publication described under R645-303-322.

340. Criteria for Approval The Division may allow a permittee to
transfer, assign, or sell permit rights to a successor, if it finds in

writing that the sucoessor

341. Is cligible to reccive a permit in accordance with R645-300-132
and R645-300-133;

342, Has submitted a performance bond or other guarantee, o€
obtained the bond coverage of the original permittec, as
required by R645-301-800; and

343. Mects any other requirements specified by the Division.

350. Notification.

351. The Division will notify the permittee, the successor,
commentators, and the Office of its {indings.

352

The successor will immediately provide notice to the Division of
the consummation of the wransfer, assignment, or salc of permit
rights.

Coatinued Operation Uader Existing Permit. The successor in
intcrest will assume the liability and reclamation responsibilities
of the exsting permit and will conduct the coal mining and
reclamation operations in full compliance with the State
Program and the terms and conditions of the existing permit,
uanless the applicant has obtained a new or revised permit as
provided in the R645-200, R645-300, R645-301, R645-302-100
through R645-302-290, R645-302-310,R645-302-320,and R645-
303.

KEY: reclamation, coal mines
1990

40-10-1 et seq.

{127 §
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235. Notice of Decision. The Division will send copies of its decision
to the applicant, to cach person- who filed comments or
objections on the renewal, to each party to any informal
conference held on the permit renewal, and to the Office.

236. Administrative and Judicial Review. Any person having an
interest which is or may be adversely affected by the decision of
the Division will have the right to administrative and judicial
review set forth in R645-300-200.

R645-303-300. Transfer, Assignment, or Sale of Permit Rights.

310. General Information. No transfer, assignment, or sale of rights
granted by a permit will be made without the prior written
approval of the Division.

320. Application Requirements. An applicant for approval of the
transfer, assignment, or sale of permit rights will:

321. Provide the Division with an application for approval of the
- proposed transfer, assignment, or sale including:

321.100. The name and address of the existing permittee and permit -

number or other identifier;

321.200. A brief description of the proposed action requiring

approval; and

321.300. The legal, financial, compliance, and related information. .

required by R645-301-100 for the applicant for approval of
the transfer, assignment, or sale of permit rights;

322. Advertise the filing of the application in a newspaper of general
circulation in the locality of the operations involved, indicating
the name and address of the applicant, the permittee, the permit
number or other identifier, the geographic location of the
permit, and the address to which written comments may be sent;
and

323. Obtsin appropriate performance bond coverage in an amount
sufficient to cover the proposed operations, as required under
R645-301-800. '

330. Public Participation. Any person having an interest which is or
may be adversely affected by a decision on the transfer,
assignment, or sale of permit rights, including an official of any
federal, state, or local government agency, may submit written
comments on the application to the Division, within 30 days of
the advertisement publication described under R645-303-322.

340. Criteria for Approval. The Division may allow a permittee to
transfer, assign, or scll permit rights to a successor, if it finds in
writing that the successor:

341. Is eligible to receive a permit in accordance with R645-300-132
and R645-300-133;

342. Has submitted a performance bond or other guarantee, or
obtained the bond coverage of the original permittec, as
réquired by R645-301-800; and

343. Meets any other requirements specified by the Division.

350. Notification.

351. The Division will notify the permittee, the successor,
commentators, and the Office of its findings.
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352. The successor will inmediately provide notice to the Division of
the consummation of the transfer, assignment, or sale of permit
rights.

360. Continued Operation Under Existing Permit. The successor in
interest will assume the liability and reclamation respousibilities
of the existing permit and will conduct the coal mining and
reclamation operations in full compliance with the State
Program and the terms and conditions of the existing permit,
unless the applicant has obtained a new or revised permit as
provided in the R645-200, R645-300, R645-301, R645-302-100
through R645-302-290, R645-302-310, R645-302-320, and R645-
303.

KEY: reclamation, coal mines

40-10-1 et seq.
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R64S. Natural Resources; Oil, Gas and Mining; Coal.

R645-301. Coal Mine Permitting: Permit Application
Requirements.

R645-301-800. Bonding and Insurance.

810. Bonding Definitions and Division Responsibilities

820. Requirement to File a Bond

830. Determination of Bond Amouns

840. General Terms and Conditions of the Bond

850. Bonding Requirements for UNDERGROUND COAL MINING
AND RECLAMATION ACTIVITIES and Associated Long-Term
Coal-Related Surface Facilities and Structures

860. Forms of Bonds

870. Replacement of Bonds

880. Requirement to Release Performance Bonds

890. Terms and Conditions for Liability Insurance

R645-301-800. Bonding and Insurance.

The gules in R645-301-800 set forth the minimum requirements for
filing and maintaining bonds and insurance for coal mining and
reclamation operations under the State Program.

810. Bonding Deflnitions and Division Responsibilities.

811. Terms used in R645-301-800 may be found defined in R645-
100-200.

812. Division Responsibilities -- Bonding.

812.100. The Division will prescribe and furnish forms for filing
performance bonds.

812.200. The Division will prescribe by regulation terms and
conditions for performance bonds and insurance.

812.300. The Division will determine the amount of the bond for
each area to be bonded, in accordance with R645-301-830.
The Division will also adjust the amount as acreage in the
permit area is revised, or when other relevant conditions
change according to the requirements of R645-301-
830.400.

812.400. The Division may accept a self-bond if the permittee meets
the requirements of R645-301-860.300 and any additional
requirements in the State or Federal program.

812.500. The Division will release liability under a bond or bonds in
: accordance with R645-301-880 through R645-301-880.800.

812.600. If the conditions specified in R645-301-880.900 occur, the
Division will take appropriate action to cause all or part of
a bond to be forfeited in accordance with procedures of
that Section.

812.700. The Division will require in the permit that adequate bond
coverage be in effect at all times. Except as provided in
R645-301-840.520, operating without a bond is a violation
of a condition upon which the permit is issued. ‘

820. Requirement to File a Bond.

820.100. After a permit application under R645-301 has been
approved, but before a permit is issued, the applicant will
file with the Division, on a form prescribed and furnished
by the Division, a bond or bonds for performance made
payable to the Division and conditioned upon the faithful

[101]

820.110.

820.111.

820.112.

820.113.

820.114.

820.120.

820.130.

820.131.

820.132.

820.133.

820.200.

820.210.

820.220.
820.221.
820.222.
820.223.
820.224.
820.300.

820.310.

performance of all the requirements of the State Program,
the permit and the reclamation plan.

_Areas to be covered by the Performance Bond are:

The bond or bonds will cover the entire permit area, or an
identified increment of land within the permit area upon
which the operator will initiate and conduct coal mining
and reclamation operations during the initial term of the

permit.

As coal mining and reclamation operations on succeeding
increments.are initiated and conducted within the permit
area, the permittec will file with the Division an additional
bond or bonds to cover such increments in accordance
with R645-830.400.

The operator will identify the initial and successive areas
or increments for bonding on the permit application map
submitted for approval as provided in the application, and
will specify the bond amount to be provided for cach arca
or increment.

Independent increments will be of sufficient size and
configuration to provide for efficient reclamation
operations should reclamation by the Division become
necessary pursuant to R645-301-880.900.

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

The applicant will file, with the approval of the Division,
a bond or bonds under onc of the following schemes to
cover the bond amounts for the permit area as determined
in accordance with R645-301-830:

A performance bond or bonds for the entire permit area;
A cumulative bond schedule and the performance bond
required for full reclamation of the initial area to be
disturbed; or

An incremental-bond schedule and the performance bond
required for the first increment in the schedule.

Form of the Performance Bond.

The Division will prescribe the form of the performance
bond.

The Division may allow for:

A surcty bond;

A collateral bond;

A self-bond; or

A combination of any of thesc bonding methods.

Period of Liability.

Performance bond liability will be for the duration of the
coal mining and reclamation operations and for a period
which is coincident with the operator’s period of extended

responsibility for successful revegetation provided in R645-
301-356 or until achievement of the reclamation
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820.320.

820.330.

820.340.

820.350.

820.352.

requirements of the State Program and permit, whichever
is later. - . .

With the approval of the Division, a bond may be posted
and approved to guarantee specific phases of reclamation
within the permit area provided the sum of phase bonds
posted cquals or exceeds the total amount required under
R645-301-830 and 830.400. The scope of work to be
guaranteed and the liability assumed under each phase
bond will be specified in detail.

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

I£.the Division approves a long-term, intensive agriculturat
postmining land-use, in accordance with R645-301-413, the
applicable five- or ten-year period of liability will
commence at the date of initial planting for such long-
term agricultural use.

General.

The bond liability of the permittee will include only those
actions which he or she is obligated to take under the
permit, including completion of the reclamation plan, so
that the land will be capable of supporting the postmining
land use approved under R645-301-413.

Implementation of an alternative postmining land-use
approved under R645-301-413.300 which is beyond the
control of the permittee need not be covered by the bond.
Bond liability for prime farmland will be as specified in
R645-301-880.320.

830. Determination of Bond Amount.

830.100.

830.110.

830.120.

830.130.

830.140.

830.400.

The amount of the bond required for each bonded area
will:

Be determined by the Division;

Depend upon the requirements of the approved permit
and reclamation plan; ‘

Reflect the probabie difficulty of reclamation, giving
consideration to such factors as topography, geology,
hydrology and revegetation potential; and

Be based on, but not limited to, the detailed estimated
cost, with supporting calculations for the estimates,
submitted by the permit applicant.

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

An additional inflation factor will be added to the subtotal
for the permit term. This inflation factor will be based
upon an acceptable Costs Index.

Adjustment of Amount.
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830.410.

830.420.

830.421.

830.422.

830.430.

830.440.

830.500.

The amount of the bond or deposit required and the terms
of the acceptance of the applicant’s bond will be adjusted
by the Division from time to time as the area requiring
bond coverage is increased or decreased or where the cost
of future reclamation changes. The Division may specify
periodic times or set a schedule for reevaluating and
adjusting the bond amount to fulfill this requirement.

The Division will:

Notify the permittee, the surety, and any person with a
property interest in collateral who has requested
notification under R645-301-860.260 of anmy proposed
adjustment to the bond amount; and

Provide the permittce an opportunity for an informal
conference on the adjustment.

A permitice may request reduction of the amount of the
performance bond upon submission of evidence to the
Division providing that the permittee’s method of
operation or other circumstances reduces the estimated
cost for the Division to reclaim the-bonded area. Bond
adjustments which involve undisturbed land or revision of
the cost estimate of reclamation are not considered bond
release subject to procedures of R645-301-880.100 through
R645-301-880.800.

In the event that an approved permit is revised in
accordance with the R645 rules, the Division will review
the bond for adequacy and, if necessary, will require
adjustment of the bond to conform to the permit as
revised.

An operator’s financial responsibility under R645-301-
525.230 for recpairing material damage resulting from
subsidence may be satisfied by the liability insurance policy
required under R645-301-890.

840. General Terms and Conditions of the Bond.

840.100.

840.200.

840.400.

840.500.

840.510.

840.520.

The performance bond will be in an amount determined by
the Division as provided in R645-301-830.

The performance bond will be payable to the Division.

The performance bond will be conditioned upon faithful
performance of all the requirements of the State Program
and the approved permit, including compietion of the
reclamation plan.

The duration of the bond will be for the time period
provided in R645-301-820.300.

General.

The bond will provide a mechanism for a bank or surety
company to give prompt notice to the Division and the
permittee of any action filed alleging the insolvency or
bankruptcy of the surcty company, the bank, or the
permittee, or alleging any violations which would result in
suspension or revocation of the surety or bank charter or
license to do business.

Upon the incapacity of a bank or surcty company by
reason of bankruptcy, insolvency, or -suspension or
revocation of a charter or license, the permittee will be
deemed to be without bond coverage and will promptly
notify the Division. The Division, upon notification
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235. Notice of Decision. The Division will send copies of its decision
to the applicant, to each person. who filed comments or
objections on the renewal, to each party to any informal
conference held on the permit renewal, and to the Office.

236. Administrative and Judicial Review. Any person having an
interest which is or may be adverscly affected by the decision of
the Division will have the right to administrative and judicial
review set forth in R645-300-200.

R645-303-300. Transfer, Assignment, or Sale of Permit Rights.

310. Geoeral Information. No transfer, assignment, or sale of rights
granted by a permit will be made without the prior written
approval of the Division.

320. Application Requirements. An applicant for approval of the
transfer, assignment, or sale of permit rights will:

321. Provide the Division with an application for approval of the
- proposed transfer, assignment, or sale including:

321.100. The name and address of the existing permittee and permit -

number or other identifier; Lo -

321.200. A bricf description of the proposed action requiring

approval; and

321300. The legal, financial, compliance, and related information. .
required by R645-301-100 for the applicant for approval of
the transfer, assignment, or sale of permit rights;

322. Advertise the filing of the application in a newspaper of general
circulation in the locality of the operations involved, indicating
the name and address of the applicant, the permittee, the permit
number or other identifier, the geographic location of the
permit, and the address to which written comments may be sent;
and

323. Obtain appropriate performance bond coverage in an amount
sufficient to cover the proposed operations, as required under
R645-301-800. '

330. Public Participation. Any person having an interest which is or
may be adversely affected by a decision on the transfer,
assignment, or sale of permit rights, including an official of any -
federal, state, or local government agency, may submit written
comments on the application to the Division, within 30 days of
the advertisement publication described under R645-303-322,

340. Criteria for Approval. The Division may allow a permittee to
transfer, assign, or sell permit rights to a successor, if it finds in

writing that the successor:

341. Is ligible 1o receive a permit in accordance with R645-300-132
and R645-300-133;

342. Has submitted a performance bond or other guarantee, or
obtained the bond coverage of the original permittee, as
required by R645-301-800; and

343. Mects any other requirements specified by the Division.

350. Notification

351. The Division will notify the permittee, the successor,
commentators, and the Office of its findings.

[127]

352. The successor will immediately provide notice to the Division of
the consummation of the transfer, assignmeat, or sale of permit
rights.

360. Continued Operation Under Existing Permit. The successor in

interest will assume the liability and reclamation respousibilities
of the existing permit and will conduct the coal mining and
reclamation operations in full compliance with the State
Program and the terms and conditions of the existing permit,
unless the applicant has obtained a new or revised permit as
provided in the R645-200, R645-300, R645-301, R645-302-100
through R645-302-290, R645-302-310, R645-302-320, and R645-
303.

KEY: reclamation, coal mines

40-10.1 et seq.
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R645S. Natural Resources; Oil, Gas and Mining Coal

R645-301. Coal Mine Permitting: Permit Application
Requirements.

RG645-301-800. Bonding and Insurance.

810. Bonding Definitions and Division Responsibilities

820. Requirement to File a Bond

830. Determination of Bond Amount

840. General Terms and Conditions of the Bond

850. Bonding Requirements for UNDERGROUND COAL MINING
AND RECLAMATION ACTIVITIES and Associated Long-Term
Coal-Related Surface Facilities and Structures

860. Forms of Bonds

870. Replacement of Bonds

880. Requi t to Rel Perfor Bonds

890. Terms and Conditions for Liability Insurance

R645-301-800. Bonding and Insurance.

Theules in R645-301-800 set forth the minimum requirements for
filing and maintaining bonds and insurance for coal mining and
reclamation opcrations under the State Program.

810. Bonding Definitions and Division Responsibilities.

811. Terms used in R645-301-800 may be found defined in R645-
100-200.

812. Division Responsibilities - Bonding.

812.100. ‘The Division will prescribe and furnish forms for filing
performance bonds.

812.200. The Division will prescribe by regulation terms and
conditions for performance bonds and insurance.

812.300. The Division will determinc the amount of the bond for
each area (o be bonded, in accordance with R645-301-830.
The Division will also adjust the amount as acreage in the
permit area is revised, or when other relevant conditions
change according to the requirements of R645-301-
830.400.

812.400. The Division may accept a self-bond if the permittee meets
the requirements of R645-301-860.300 and any additional
requircments in the State or Federal program.

812.500. ‘The Division will release liability under a bond or bonds in
: accordance with R645-301-880 through R645-301-880.800.

812.600. If the conditions specified in R645-301-880.900 occur, the
Division will take appropriate action to cause all or part of
a bond to be forfeited in accordance with procedures of
that Section.

812.700. The Division will require in the permit that adequate bond
coverage be in effect at ali times. Except as provided in
R645-301-840.520, operating without a bond is a violation
of a condition upon which the permit is issued. '

$20. Requirement to File a Bond.

820.100. After a permit application under R645-301 has been
approved, but before a permit is issued, the applicant will
file with the Division, on a form prescribed and furnished
by the Division, a bond or bonds for performance made
payable to the Division and conditioned upon the faithful
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820.110.

820.111.

820.112.

820.113.

820.114.

820.120.

820.130.

820.131.

820.132

820.133.

820.200.

820.210.

820.221.
820.222.
820.223.
820.224.
820.300.

820310.

performance of all the requirements of the State Program,
the permit and the reclamation plan.

Areas to be covered by the Performance Bond are:

The bond or bonds will cover the entire permit area, or an
identified increment of land within the permit area upon
which the operator will initiate and conduct coal mining
and reclamation operations during the initial term of the

permit.

As coal mining and reclamation opct"ations on succeeding
increments.are initiated and conducted within the permit
area, the permittee will file with the Division an additional

bond or bonds to cover such increments in accordance
with R645-830.400.

The operator will identify the initial and successive areas
or increments for bonding on the permit application map
submitted for approval as provided in the application, and
will specify the bond amount to be provided for each arca
or increment.

Independent increments will be of sufficient size and
configuration 1o provide for efficient reclamation
operations should reclamation by the Division become
necessary pursuant to R645-301-880.900,

An operator will not disturb any surface areas, suoceeding
increments, or extend aay underground shafts, tunnels, or
operations prior to acccptance by the Division of the
required performance bond.

The applicant will file, with the approval of the Division,
a bond or bonds under one of the following schemes to
cover the bond amounts for the permit area as determined
in accordance with R645-301-830:

A performance bond or bonds for the catire permit area;
A cumulative bond schedule and the performance bond
required for full reclamation of the initial area to be
disturbed; or

An incremental-bond schedule and the performance bond
required for the first increment in the schedule.

Form of the Performance Bond.

The Division will prescribe the form of the performance
bond.

The Division may allow for:

A surety bond,;

A collateral bond;

A sclf-bond; or

A combination of any of these bonding methods.

Period of Liability. |

Performance bond liability will be for the duration of the
coal mining and reclamation operations and for a period
which is coincident with the operator’s period of extended

responsibility for sucoessful revegetation provided i R645-
301-356 or until achievement of the reclamation



From: Pam Grubaugh-Littig (PGRUBAUGH-LITTIG)
To: LBRAXTON

Date: Wednesday, April 13, 1994 11:39 am
Subject: C.V. Spur -Reply -Reply

I have reviewed. The rules are vague and that is why I was
requesting clarification. But Daron notified me that White Oak
and Valley Camp was the same situation. For consistency, I will
proceed to notify Mountain Coal that they cannot hold the bond.
Due to the vagueness, this should probably be clarified that this
is Division practice (directive?) in the future. Thanks.



From: Daron Haddock (DHADDOCK)

To: PGRUBAUGH-LITTIG

Date: Wednesday, April 13, 1994 8:03 am
Subject: C.V. Spur -Reply

For White Oak we have not allowed the Permit Transfer to take
place until we have a bond in White Oak's name. (currently the
bond is still in Valley camp of Utah's name.)



From: Lowell Braxton (LBRAXTON)

To: PGRUBAUGH-LITTIG

Date: Wednesday, April 13, 1994 8:26 am
Subject: C.V. Spur -Reply

Please read the regs re bond holder different than permittee. (I
haven't) My guess is the applicant or permittee must post the
bond, and the regs don't contemplate what you are describing. Do
a little research, and make a recommendation as to how you think
we should proceed.

thanx, 1lpb



From: Pam Grubaugh-Littig (PGRUBAUGH-LITTIG)
To: LBRAXTON

Date: Wednesday, April 13, 1994 11:39 am
Subject: C.V. Spur -Reply -Reply

I have reviewed. The rules are vague and that is why I was
requesting clarification. But Daron notified me that White Oak
and Valley Camp was the same situation. For consistency, I will
proceed to notify Mountain Coal that they cannot hold the bond.
Due to the vagueness, this should probably be clarified that this
is Division practice (directive?) in the future. Thanks.



P. Grubaugh-Littig
April 13, 1994
Page 2

4) Revised Signature Page.

Permittee: Eugene DiClaudio Division: James Carter

Permit expiration date remain as currently listed,
August 7, 1994.

S) Include new Stipulation to amended permit as follows:

R 445~ 301~ 743,290 () W

4 PermitteaVsubmit all sediment control
informati. red under Utah Coal Mining Ru
paragrapm;émm 301-742. 23 by

June 1, 1994 for the Price River Pipeline. Currentty,
th erm on or

condittone ag amr TtTECAMENt to the permit.

ITEM IT The permittee has initiated action to renew the permit.
The first legal notice appeared in the local newspaper
recently.

The operator is going to republish legal permit renewal
notice since it did not include the description of the
Price River pipeline. However, it did have the Jensen
property deleted. Matters relating to item II abave
should not be construed to obviate the need for a
amended permit as discussed in item I above.

In summary, it is necessary for obvious reasons that a
amended permit be issued even though the permittee has taken the
necessary steps to acquire a renewal permit.
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PERMIT
FEDERAL ACT/7007/7022 September 12, 1991

STATE OF UTAH
DEPARTMENT OF NATURAL RESQURCES
DIVISION OF OIL, GAS AND MINING

355 West North Temple
3 Trial Center, Suite 350
Salt Lake City, Utah 84180-1203
(801) 538-5340

This permit, ACT/007/022, is issued for the State of Utah by the Utah
Divigion of 0il, Gas and Mining (Division) to:

Mountain Coal Company
P. 0. Box 591
Somerset, Colorado 81434
(303) 929-3015

for the C.V. Spur Coal Processing and Loadout Facility. Mountain Coal Company
is the owner of certain fee-owned parcels. A Surety Bond is filed with the
Division in the amount of $2, 441, 745, payable to the State of Utah, Division
of 0il, Gas and Mining, and the Office of Surface Mining, Reclamation and
Enforcement (OSM). The Division must receive a copy of this permit signed and
dated by the permittee.

Sec. 1 STATUTES AND REGULATIONS - This permit is issued pursuant to the
Utah Coal Mining and Reclamation Act of 1979, Utah Code Annotated
(UCA) 40-10-1 et seq, hereafter referred to as the Act.

Sec. 2 PERMIT AREA - The permittee is authorized to conduct underground
coal mining activities on the following described lands within the
permit area at the C.V. Spur Coal Processing and Loadout Facility,
situated in the State of Utah, Emery County, and located:

Township 15 South Range 10 East, Section 11, SLBNM

Wi/2 SW1/4 except 0.24 acres in the northwest corner, NE1/4 SW1/4 except
East 100 ft., SE1/4 SW1/4, except East 100 ft. and 5.42 acres in SW
corner.

Township 15 South Range 10 East, Section 11, SLBM

A 20’ Right-of-Way across the SE1/4 NW1/4 and NW1/4 NW1/4 for a water

pipeline. (1.21 acres). ( )
2 e
SLBM

Township 15 South Range 10 East, Section,kﬂ

A 20’ Right-of-Way across the SW1/4 SW1/4, NW1/4 SW1/4, SW1/4 NW1/4 and
NE1/4 NW1/4 for a water pipeline and pumphouse facility. (3.97 acres).

This legal description is for the permit area of the C.V. Spur Coal
Processing and Loadout Facility. The permittee is authorized to conduct
underground coal mining activities and related surface activities on the
foregoing described property subject to the conditions of all applicable
conditions, laws and regulations.
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FEDERAL

Sec. 7

%Sec. 8

Sec. 9

Sec. 10

Sec. 11

Sec. 12

ENVIRONMENTAL IMPACTS - The permittee shall minimize any adverse
impact to the environment or public health and safety through but not limited
to:

A. accelerated monitoring to determine the nature and extent of
noncompliance and the results of the noncompliance;

B. immediate implementation of measures necessary to comply; and

C. warning, as soon as possible after learning of such noncompliance, any
person whose health and safety is in imminent danger due to the
noncompliance. ’

DISPOSAL OF POLLUTANTS - The permittee shall dispose of solids, sludge,
filter backwash or pollutants in the course of treatment or control of waters or
emissions to the air in the manner required by the approved Utah State Program
and the Federal Lands Program which prevents violation of any applicable state
or federal law. '

CONDUCT OF OPERATIONS - The permittee shall conduct its operations::

A. - in accordance with the terms of the permit to prevent significant, imminent
environmental harm to the health and safety of the public; and

B. utilizing methods specified as conditions of the permit by DOGM in
approving alternative methods of compliance with the performance
standards of the Act, the approved Utah State Program and the Federal
Lands Program.

AUTHORIZED AGENT - The permittee shall provide the names, addresses
and telephone numbers of persons responsible for operations under the permit
to whom notices and orders are to be delivered. :

COMPLIANCE WITH OTHER LAWS - The permittee shall comply with the
provisions of the Water Pollution Control Act (33 USC 1151 et seq,) and the
Clean Air Act (42 USC 7401 et seq), UCA 26-11-1 et seq, and UCA 26-13-1 et
seq.

PERMIT RENEWAL - Upon expirz;tion, this permit may be renewed for areas
within the boundaries of the existing permit in accordance with the Act, the
approved Utah State Program and the Federal Lands Program.
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FEDERAL /{zéZ§:;zjt Number ACT/007/022, A -

K@}J STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING (>
355 West North Temple
3 Triad Center, Suite 350
Salt Lake City, Utah 84180-1203
(801) 538-5340

'

This permit, ACT/007/022, is issued for the state of Utah by the
Utah Division of 0il, Gas and Mining (DOGM) to: C}ﬁjzcgb

Coal Company S

-~ “Pric afh 84501 \

( 637-5050 M .
for the C.V. Spur Coal Processing and Loadout Facility. eaver éé

] pany is the owner of certain fee-owned parcels.

A performance bond is filed with the DOGM in the amount of
$2,441,745.00, payable to the state of Utah, Division of 0il, Gas
and Mining and the Office of surface Mining Reclamation and
Enforcement (OSMRE). DOGM must receive a copy of this permit signed
and dated by the permittee.

Sec. 1 STATUTES AND REGULATIONS - This permit is issued pursuant
to the Utah Coal Mining and Reclamation Act of 1979, Utah
Code Annotated (UCA) 40-10-1 et seq, hereafter referred to
as the Act.

Sec. 2 PERMIT AREA — The permittee is authorized to conduct
underground coal mining activities on the following
described lands Gﬁrﬂﬂﬁﬁﬁ%4Hy44mLamp_appended_as—cvﬂ*_ggur
CQal.ELQQessiag—aad—fxnnhnﬁrﬂﬁﬁfTITf?T”Attachmeat B) within
the permit area at the C. V. Spur Coal Processing and
Loadout Facility, gituated in the state of Utah, Carbon
County, and located:

| Township 15 South, Range 10 East, Section 11, SLBM

Wl/2 SW1l/4 except 0.24 acres in the northwest corner, NELl/4
SWl/4 except Fast 100 ft., SEl/4 SW1/4, except East 100 ft.

This legal description igs for the permit area (as shown on
Attachment B) of the C.V. Spur Coal Processing and Loadout
Facility. The permittee is authorized to conduct
underground coal mining operations and related surface
activities on the foregoing described property subject to
the conditions of applicable conditions, laws and
regulations.
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Sec.

Sec.

Sec.

Sec.

Sec.

PERMIT TERM - This permit Eé@gggg%gEEECtive*ﬁﬁ‘ﬁﬁgﬁ?t 7,
1989—amd—exXtees on August 7, 1994.

ASSTIGNMENT OF PERMIT RIGHTS - The permit rights may not be
transferred, assigned or sold without the approval of the
Director, DOGM. Transfer, assignment, or sale of permit
rights must be done in accordance with applicable
regulations, including but not limited to 30 CFR 740.13(e)
and UMC 788.17-.19.

RIGHT OF ENTRY - The permittee shall allow the authorized
representative of the DOGM, including but not limited to
inspectors, and representatives of OSMRE, without advance
notice or a search warrant, upon presentation of
appropriate credentials, and without delay to:

A. have the rights of entry provided for in 30 CFR
840.12, UMC 840.12, 30 CFR 842.13 and UMC 842.13; and

B. be accompanied by private persons for the purpose of
conducting an inspection in accordance with UMC 842.12
and 30 CFR 842, when the inspection is in response to
an alleged violation reported by the private person.

SCOPE OF OPERATIONS - The permittee shall conduct
underground coal mining activities only on those lands
specifically designated as within the permit area on the
maps submitted in the mining and reclamation plan and

permit application and approved for the term of the permit
and which are subject to the performance bond.

ENVIRONMENTAL IMPACTS - The permittee shall minimize any
adverse impact to the environment or public health and
safety through but not limited to:

A. accelerated monitoring to determine the nature and
extent of noncompliance and the results of the
noncompliance;

B. immediate implementation of measures necessary to
comply; and

C. warning, as soon as possible after learning of such

noncompliance, any person whose health and safety 1is
in imminent danger due to the noncompliance.
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Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

10

11

12

13

14

15

DISPOSAL OF POLLUTANTS - The permittee shall dispose of
solids, sludge, filter backwash or pollutants in the course
of treatment or control of waters or emissions to the air
in the manner required by the approved Utah State Program
and the Federal Lands Program which prevents violation of
any applicable state or federal law.

CONDUCT OF OPERATIONS - The permittee shall conduct its
operations:

A. in accordance with the terms of the permit to prevent
significant, imminent environmental harm to the health
and safety of the public; and

B. utilizing methods specified as conditions of the
permit by DOGM in approving alternative methods of
compliance with the performance standards of the Act,
the approved Utah State Program and the Federal Lands
Program.

AUTHORIZED AGENT - The permittee shall provide the names,
addresses and telephone numbers of persons responsible for
operations under the permit to whom notices and orders are
to be delivered.

COMPLIANCE WITH OTHER LAWS - The permittee shall comply
with the provisions of the Water Pollution Control Act (33
Usc 1151 et seq,) and the Clean Air Act (42 USC 7401 et
seq), UCA 26-11-1 et seq, and UCA 26-13-1 et seq.

PERMIT RENEWAL - Upon expiration, this permit may be
renewed for areas within the boundaries of the existing
permit in accordance with the Act and the approved Utah
State Program and the Federal Lands Program.

CULTURAL RESOURCES - If during the course of mining
operations, previously unidentified cultural resources are
discovered, the permittee shall ensure that the site(s) 1is
not disturbed and shall notify DOGM. DOGM, after
coordination with OSMRE, shall inform the permittee of
necessary actions required. The permittee shall implement
the mitigation measures required by DOGM within the time
frame specified by DOGM.

APPEALS - The permittee shall have the right to appeal as
provided for under UMC 787.

SPECIAL CONDITIONS - The permittee shall comply with the
special conditions appended hereto as Attachment A.
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The above conditions (Secs. 1-15) are also imposed upon the
permittee's agents and employees. The failure or refusal of any of
these persons to comply with these conditions shall be deemed a
failure of the permittee to comply with the terms of this permit and
the lease. The permittee shall require his agents, contractors and
subcontractors involved in activities concerning this permit to
include these conditions in the contracts between and among them.
These conditions may be revised or amended, in writing, by the
mutual consent of DOGM and the permittee at any time to adjust to
changed conditions or to correct an oversight. DOGM may amend these
conditions at any time without the consent of the permittee in order
to make them consistent with any new federal or state statutes and
any new regulations.

THE STATE OF UTAH

< N .

(4

Date: ?’7”gﬁ

I certify that I have read, understand and accept the
requirements of this permit and any special conditions attached.

%V/é//ﬂ/4 A///ZK/

Kathorized Repfesentative of
the Permittee

Date: 5/ 7///8§

AT95/10-13



Attachment A

L

A

Utah Division of Pgll; Gas and Mining
* Five-Year Permit Renewal N
C.V. Spur Coal Prgéessqﬁg and Loadout Facility
ACT/007/022 ~——

< / August 7, 1989

Stipulation UMC 817.23-(HSY-(1)

1. Within 30 days of permit approval, the applicant must
submit an as-built survey of the soil stockpiles. This
survey must include the volume of topsoil stored, maximum

and minimum heights, slopes, and all other pertinent
dimensions.



FEDERAL PERMIT April 18, 1994
ACT/007/022

STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING
355 West North Temple
3 Triad Center, Suite 350
Salt Lake City, Utah 84180-1203

This permit, ACT/007/022, is issued for the State of Utah by the Utah Division
of Oil, Gas and Mining (Division) to:

Mountain Coal Company
P.O. Box 591
Somerset, CO 81434
(303) 929-5015

for the C.V. Spur Coal Processing and Loadout Facility. A Surety Bond is filed with
the Division in the amount of $2,441,745.00, payable to the State of Utah, Division of
Oil, Gas and Mining and the Office of Surface Mining Reclamation and Enforcement
(OSM). The Division must receive a copy of this permit signed and dated by the
permittee.

Sec. 1 STATUTES AND REGULATIONS - This permit is issued pursuant to the
Utah Coal Mining and Reclamation Act of 1979, Utah Code Annotated
(UCA) 40-10-1 et seq, hereafter referred to as the Act.

Sec. 2 PERMIT AREA - The permittee is authorized to conduct underground
coal mining activities on the following described lands within the permit
area at the C.V. Spur Coal Processing and Loadout Facility situated in
the state of Utah, Carbon County, and located in:

Township 15 South, Range 10 East, Section 11, SLB & M

W1/2 SW1/4 except 0.24 acres in the northwest corner, NE1/4 SW1/4
except East 100 ft., SE1/4 SW1/4, except East 100 ft. and 5.42 acres in
SW corner.

Township 15 South, Range 10 East, Section 11, SLB & M

A 20’ Right-of-Way across the SE1/4 NW1/4 and NW1/4 NW1/4 for a
water pipeline. (1.21 acres).
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Sec. 3

Sec. 4

Sec. 5

Sec. 6

Sec. 7

Township 15 South Range 10 East, Section 2, SLB&M

A 20’ Right-of-Way across the SW1/4 SW1/4, NW1/4 SW1/4, SW1/4
NW1/4 and NE1/4 NW1/4 for a water pipeline and pumphouse facility.
(3.97 acres).

This legal description is for the permit area of the C.V. Spur Coal
Processing and Loadout Facility. The permittee is authorized to conduct
underground coal mining activities and related surface activities on the
foregoing described property subject to the conditions of all applicable
conditions, laws and regulations.

COMPLIANCE - The permittee will comply with the terms and conditions
of the permit, all applicable performance standards and requirements of
the State Program.

PERMIT TERM - This permit expires on August 7, 1994..

ASSIGNMENT OF PERMIT RIGHTS - The permit rights may not be
transferred, assigned or sold without the prior written approval of the
Division Director. Transfer, assignment or sale of permit rights must be
done in accordance with applicable regulations, including but not limited
to 30 CFR 740.13{e} and R645-303-300.

RIGHT OF ENTRY - The permittee shall allow the authorized
representative of the Division, including but not limited to inspectors, and
representatives of the Office of Surface Mining Reclamation and
Enforcement (OSM), without advance notice or a search warrant, upon
presentation of appropriate credentials and without delay to:

(a) have the rights of entry provided for in 30 CFR 840.12, R645-
400-220, 30 CFR 842.13 and R645-400-110;

(b) be accompanied by private persons for the purpose of
conducting an inspection in accordance with R645-400-100 and
R645-400-200 when the inspection is in response to an alleged
violation reported to the Division by a private person.

SCOPE OF OPERATIONS - The permittee shall conduct underground
coal mining activities only on those lands specifically designated as
within the permit area on the maps submitted in the approved plan and
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Sec. 8

Sec. 9

Sec. 10

Sec. 11

approved for the term of the permit and which are subject to the
performance bond.

ENVIRONMENTAL IMPACTS - The permittee shall take all possible
steps to minimize any adverse impact to the environment or public
health and safety resulting from noncompliance with any term or
condition of the permit, including, but not limited to:

(a)  Any accelerated or additional monitoring necessary to determine
the nature of noncompliance and the results of the
noncompliance;

(b) Immediate implementation of measures necessary to comply; and

(¢) Warning, as soon as possible after learning of such
noncompliance, any person whose health and safety is in
imminent danger due to the noncompliance.

DISPOSAL OF POLLUTANTS -The permittee shall dispose of solids,
sludge, filter backwash or pollutants in the course of treatment or control
of waters or emissions to the air in the manner required by the approved
Utah State Program and the Federal Lands Program which prevents
violation of any applicable state or federal law.

CONDUCT OF OPERATIONS - The permittee shall conduct its
operations:

(a) In accordance with the terms of the permit to prevent significant,
imminent environmental harm to the health and safety of the
public; and

(b)  Utilizing methods specified as conditions of the permit by the
Division in approving alternative methods of compliance with the
performance standards of the Act, the approved Utah State
Program and the Federal Lands Program.

EXISTING STRUCTURES - As applicable, the permittee will comply
with R645-301 and R645-302 for compliance, modification, or
abandonment of existing structures.



ACT/007/022
Permit

April 18, 1994
Page 4

Sec. 12 RECLAMATION FEE PAYMENTS - The operator shall pay all
reclamation fees required by 30 CFR Part 870 for coal produced under
the permit, for sale, transfer or use.

Sec. 13 AUTHORIZED AGENT - The permittee shall provide the names,
addresses and telephone numbers of persons responsible for operations
under the permit to whom notices and orders are to be delivered.

Sec. 14 COMPLIANCE WITH OTHER LAWS - The permittee shall comply with
the provisions of the Water Pollution Control Act (33 USC 1151 et seq.),
and the Clean Air Act (42 USC 7401 et seq.), UCA 26-11-1 et seq., and
UCA 26-13-1 et seq.

Sec. 15 PERMIT RENEWAL - Upon expiration, this permit may be renewed for
areas with the boundaries of the existing permit in accordance with the
Act, the approved Utah State Program and the Federal Lands Program.

Sec. 16 CULTURAL RESOURCES - If, during the course of mining operations,
previously unidentified cultural resources are discovered, the permittee
shall ensure that the site(s) is not disturbed and shall notify the Division.
The Division, after coordination with OSM, shall inform the permittee of
necessary actions required. The permittee shall implement the
mitigation measures required by Division within the time frame specified
by Division.

Sec. 17 APPEALS - The permittee shall have the right to appeal as provided for
under R645-300-200.

Sec. 18 SPECIAL CONDITIONS - There are special conditions associated with
this permitting action, as described in Attachment A.

The above conditions (Secs. 1-18) are also imposed upon the permittee’s
agents and employees. The failure or refusal of any of these persons to comply with
these conditions shall be deemed a failure of the permittee to comply with the terms
of this permit and the lease. The permittee shall require his agents, contractors and
subcontractors involved in activities concerning this permit to include these conditions
in the contracts between and among them. These conditions may be revised or
amended, in writing, by the mutual consent of the Division and the permittee at any
time to adjust to changed conditions or to correct an oversight. The Division may
amend these conditions at any time without the consent of the permittee in order to
make them consistent with any federal or state statutes and any regulations.
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THE STATE OF UTAH

By:

Date:

| certify that | have read, understand and accept the requirements of this
permit and any special conditions attached.

PERMITTEE

Authorized Representative of
the Permittee

Date
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ATTACHMENT A
Special Conditions

REVISED SIGNATURE PAGE - Permittee: Eugene DiClaudio

Division: James Carter.
Permit expiration date remains as currently listed: August 7, 1994.

STIPULATION NO. 1 - Permittee will submit all sediment control

information required under Utah Coal Mining Rules, paragraph R645-
301-742.240 or R645-301-742.231 by June 1, 1994 for the Price River
Pipeline. Currently, the existing permit does not have any stipulation or
conditions as an attachment to the permit.



RG45-303- Coul Mine Permitting: Change, Renewal, and Transfer, Assignment, or Sale of Permit Rights

Revised September 11, 1992

235. Notice of Decision. The Division will send copies of its decision
10 the applicant, 10 each person- who filed comments or
objections on the rencwal, to each party to any informal
conference held on the permit renewal, and to the Office.

236. Administrative and Judicial Review. Any person having an
interest which is or may be adversely affected by the decision of
the Division will have the right to administrative and judicial
review sct forth in R645-300-200.

R645-303-300. Transfer, Assignment, or Sale of Permit Rights.

310. General Information. No transfer, assignment, or salc of rights
granted by a permit will be made without the prior written
approval of the Division.

320. Application Requirements. An applicant for approval of the
transfer, assignment, or sale of permit rights will:

321. Provide the Division with an application for approval of the
- proposed transfer, assignment, or sale including:

321.100. The name and address of the existing permittec and permit |-
L

number or other ideatifier;

321.200. A brief description of the proposed action requiring
approval; and

321300. The legal, financial, compliance, and related information. .
required by R645-301-100 for the applicant for approval of
the transfer, assignment, or sale of permit rights;

322, Advertise the filing of the application in a newspaper of general
circulation in the locality of the operations involved, indicating
the name and address of the applicant, the permittee, the permit
aumber or other identificr, the geographic location of the
permit, and the address to which written comments may be sent;
and

323. Obtain appropriate performance bond coverage in an amount
sufficient to cover the proposed operations, as required uader
R645-301-800. '

330. Public Participation. Any person having an interest which is or
may be adversely affected by a decision on the transfer,
assignment, or sale of permit rights, including an official of any -
federal, state, or local government agency, may submit written
comments on the application to the Division, within 30 days of
the advertiscment publication described under R645-303-322.

340. Criteria for Approval The Division may allow a permittee to
transfer, assign, or sell permit rights to a successor, if it finds in

writing that the successor:

341. Is eligible to receive a permit in accordance with R645-300-132
and R645-300-133;

342. Has submitted a performance bond or other guarantec, or
obtained the bond coverage of the original permittee, as
required by R645-301-800; and

343. Meets any other requircments specified by the Division.

350. Notification. .

351. The Division will notify the permittec, the successor,
. commentators, and the Office of its findings.

(127 ]

352. The sucoessor will immediately provide notice to the Division of
the consummation of the transfer, assignment, or sale of permit
rights.

360. Coutinued Operation Under Existing Permit. The successor in
interest will assume the liability and reclamation responsibilities
of the existing permit and will conduct the coal mining and
reclamation operations in full compliance with the State
Program and the terms and conditions of the existing permi,
uniess the applicant has obtained a new or revised permit as
provided in the R645-200, R645-300, R645-301, R645-302-100
through R645-302-290, R645-302-310,R645-302-320,and R645-
303.

KEY: reclamation, coal mines

_ /Mﬁ

40-10-1 et seq.



R645-301-800. Coal Mine Permitting: Bonding and Insurance

Revised September 11, 1992

R64S. Natural Resources; Oil, Gas and Mining Coal

R645-301. Coal Mine Permitting: Permit Application
Requirements.

R645-301-800. Bonding and Insurance.

810. Bonding Definitions and Division Responsibilities

820. Requirement to File a Bond

830. Determination of Bond Amount

840. General Terms and Conditions of the Bond

850. Bonding Requirements for UNDERGROUND COAL MINING
AND RECLAMATION ACTIVITIES and Associated Long-Term
Coal-Related Surface Facilities and Structures

860. Forms of Bonds

870. Replacement of Bonds

880. Requirement to Release Performance Bonds

890. Terms and Conditions for Liability Insurance

R645-301-800. Bonding and Insurance.

The rules in R645-301-800 set forth the minimum requirements for
filing and maintaining ‘bonds and insurance for coal mining and
reclamation operations under the State Program.

$10. Bonding Definitions and Division Responsibilities.

811. Terms used in R645-301-800 may be found defined in R645-
100-200.

812. Division Responsibilities - Bonding.

812.100. ‘The Division will prescribe and furnish forms for filing
performance bonds.

812200. The Division will prescribe by regulation terms and
conditions for performance bonds and insurance.

812.300. The Division will determine the amount of the bond for
cach area to be bonded, in accordance with R645-301-830.
The Division will also adjust the amount as acreage in the
permit area is revised, or when other relevant conditions
change according to the requircments of R645-301-
830.400.

812.400. The Division may accept a self-bond if the permittec meets
the requirements of R645-301-860.300 and any additional
requirements in the State or Federal program.

812.500. The Division will release liability under a bond or bonds in
. acoordance with R645-301-880 through R645-301-880.800.

812.600. 1If the conditions specified in R645-301-880.900 occur, the
Division will take appropriate action to cause all or part of
a bond to be forfeited in accordance with procedures of
that Section.

812.700. ‘The Division will require in the permit that adequate bond
coverage be in effect at all times. Except as provided in
R645-301-840.520, operating without a bond is a violation
of a condition upon which the permit is issued. '

$20. Requirement to File a Bond.

820.100. After a permit application under R645-301 has been
approved, but before a permit is issued, the applicant will
file with the Division, on a form prescribed and furnished
by the Division, a bond or bonds for performance made
payable to the Division and coaditioned upon the faithful

{11}

820.110.

820.111.

820.112.

820.113.

820.114.

820.120.

820.130.

820.131.

820.132.

820.133.

820.200.

820.210.

820.220.
820.221.
820.222.
820.223.
820.224.
820.300.

820310.

performance of all the requirements of the State Program,
the permit and the reclamation plan.

Areas 10 be covered by the Performance Bond are:

The bond or bonds will cover the entire permit area, or an
identified increment of land within the permit area upon
which the operator will initiate and conduct coal mining
and reclamation operations during the initial term of the

pcrmll_

As coal mining and reclamation operations on succeeding
increments.are initiated and conducted within the permit
arca, the permittee will file with the Division an additional
bond or bonds to cover such increments in accordance
with R645-830.400.

The operator will ideatify the initial and successive areas
or increments for bonding on the permit application map
submitted for approval as provided in the application, and
will specify the bond amouat to be provided for cach arca
or increment.

Independent increments will be of sufficient size and
configuration to provide for efficient reclamation
operations should reclamation by the Division become
necessary pursuant to R645-301-880.900.

An operator will not disturb any surface areas, succecding
increments, ot extend any underground shafts, tuaacls, or
operations prior to acceptance by the Division of the
required performance bond.

The applicant will file, with the approval of the Division,
a bond or bonds under one of the following schemes to
cover the bond amouats for the permit area as determined
in accordance with R645-301-830:

A performance bond or bonds for the entire permit arca;
A cumulative bond schedule and the performance bond
required for full reclamation of the initial area to be
disturbed; or

An incremental-bond schedule and the performance bond
required for the first increment in the schedule.

Form of the Performance Boand.

The Division will prescribe the form of the performance
bond.

The Division may allow for:

A surety bond;

A collateral boad;

A self-bond; or

A combination of any of these bonding methods.

Period of Liability. ‘

Performance bond liability will be for the duration of the
coal mining and reclamation operations and for a period
which is coincident with the operator’s period of extended

responsibility for successful revegetation provided in R645-
301-356 or until achicvement of the reclamation
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Michael O. Leavitt
Governor

Ted Stewart
Executive Director

James W. Carter
Division Director

TO:
FROM:

RE:

State of Utah

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING

355 West North Temple

3 Triad Center, Suite 350

Salt Lake City, Utah 84180-1203
801-538-5340

801-359-3940 (Fax)
801-538-5319 (TDD)

March 6, 1994

James W. Carter, Director
Pamela Grubaugh-Littig, Permit Supervisog?f% .

Legal Assistance Requested, Reclamation Agreement and Title V

Bonding Documents

The Reclamation Agreement and Bonding Documents should be reviewed by
legal. These documents were developed about eight years ago and should be
reviewed for current legal adequacy.

Your consideration of this request is appreciated.

cc: Lowell Braxton





