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March 27, 1998

To: Mary Ann Wright, Associate Director, Mining
From: Pamela Grubaugh-Littig, Permit Supervis ag/
Re: Attorney General Review Requested, Insurance - Explosives Coverage, Canyon Fuel

Company. LLC. Skvline Mine. ACT/007/005. Soldier Canyon Mine, ACT/007/018.
Banning Loadout. ACT/007/034. Dugout Canyon Mine. ACT/007/039. SUFCO Mine.
ACT/041/002. Folder #3. Carbon and Sevier Counties. Utah

There have been some questions recently about the “Explosives vs. Explosion” language in the
coverage for public liability insurance. Most of the Certificates of Insurance for coal mining operations
note “XCU™ on the certificate which, I believe, has met the requirements of R645-301-890.100
(attached).

On a recent inspection at Skyline Mine, Steve Demczak, Division inspector, asked Chris Hansen
from Canyon Fuel Company, LLC about the terms on their Certificate of Insurance “Explosion &
Collapse Hazard Underground and Surface”. Chris Hansen called me about this and I told him that I
would look into the situation. I faxed Kerry Frame, also with Canyon Fuel Company, LLC, a copy of our
regulations.

Today, Mr. Frame faxed me a memo that he sent to their Insurance Division Administrator,
(attathed). The rule (R645-301-890.100) states that, “Such policy will provide for personal injury and
pioperty damage protection in an amount adequate to compensate any persons injured or property
damaged as a result of the coal mining and relcamation operation, including the use of explosives and
who are entitled to compensaion under the applicable provision of state law.

The Insurance Division Administrator(in speaking to Mr. Frame stated that “it may be that the
applicable state law contains limiting language to minimize those who would be eligible; in which case
the coverage would be strengthened. However, she does not know but what the state law language that
applies which may broaden enbtitlement ot the general public such that other parties not directly
involved in an incident might be included.” Without a copy of the state law in hand defining who is
‘entitled’, she cannot explicitly state that the requirements of the DOGM’s rules are met.”

In response to her questions I am requesting specific clarification is requested as to which other
state law languages are referenced. Thank you.

Attachments
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Canyon Fuel Company Internal Correspondence
Date: March 27, 1998
To: Chris Hansen
From: Kerry Frame

Subject: Explosives Insurance

1 have enquired with Julia Fisher about our coverage for “use of explosives.” She is the
Insurance Division Administrator for Atlantic Richfield in Los Angeles.

She confirmed that our liability insurance x,c,u clause is three separate coverages. The
“explosion” coverage extends to third parties that are injured as a result of our actions with the
use of explosives — whether on the surface or underground. For example, if we experienced a
catastrophy as a result of an incident related to one of our powder magazines on our surface
facilities, third party personal injuries and property damage would be covered up to amounts
shown on the certificate. Of course, our own employees would be covered under our Worker’s
Compensation insurance.

Julia did have one concern, however, about the language under section R645-301-890.100 of the
DOGM’s regulations wherein it says “. . . and who are entitled to compensation under the
applicable provisions of statc law.” It may bc that the applicable state law contains limiting
language to minimize those who would be eligible; in which case our coverage would be
strengthened. However, she does not know but what the state law language may broaden
entitlement to the general public such that other parties not directly involved in an incident might
be included. Without a copy of the state law in hand defining who is “entitled ”, Julia can not
explicitly state that we meet this requirement of DOGM’s rules. We need specific clarification
from DOGM as to which other state law language they are referencing.

KAF

xe: Mike Davis
Julia Fisher
Jim Hunter
Rick Parkins

Wess Sorensen:
Dave Spillman:
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.-301-800. Coal Mine Permitting: Bonding and Insurance

o

PR

- Revised October 1, 1994

880.700.

880.800.

880.900.

880.910.

880.911.

880.912.

public hearing will be held in the locality of the coal
mining and reclamation operations from which bond
release 1s sought, or at the location of the Division office.
at the option of the objector

For the purpose of the heanng under R645-301-880.600,
the Division will have the authority to administer oaths.
subpoena witnesses or writien or printed material, compel
the attendance of witnesses or the production of materials
and take evidence including, but not limited 10, inspection
of the land affected and other surface coal mining
operations carried on by the applicant in the general
vicinity. A verbatim record of each public hearing will be
made and a transcript will be made available on the motion
of any party or by order of the Division.

Without prejudice to the nght of an objector or the
applicant, the Division may hold an informal conference
as provided in UCA 40-10-13(a) of the Act to resolve such
written objections. The Division will make a record of the
informal conference unless waived by all parties, which
will be accessible to all parties. The Division will also
furnish all parties of the informal conference with a
written finding of the Division based on the informal
conference and the reasons for said finding

Forfeiure of Bonds.

If an operator refuses or is unable to conduct reclamation
of an unabated violation, if the terms of the permit are not
met, or if the operator defaults on the conditions under
which the bond was accepted, the Division will take the
following action to forfeit all or part of a bond or bonds
for any permit area or an increment of a permit area:

Send written notification by certified mail, return receipt
requested, to the permittee and the surety on the bond, if
any, informing them of the determination to forfeit all or
part of the bond including the reasons for the forfeiture
and the amount to be forfeited. The amount will be based
on the estimated total cost of achieving the reclamation
plan requirements;

Advise the permittee and surety, if applicable, of the
conditions under which forfeiture may be avoided. Such
conditions may include, but are not limited 10:

880.912.1. Agreement by the permittec or another party 1o

perform reclamation operations in accordance with a
compliance schedule which meets the conditions of
the permit, the reclamation plan and the State
Program and a demonstration that such party has the
ability to satisfy the conditions; or

880.912.2. The Division may allow a surety 1o complete the

880.920.

reclamation plan, or the portion of the reclamation
plan applicable 10 the bonded phase or increment, if
the surety can demonstrate an ability to complete the
teclamation in accordance with the approved
reclamation plan. Except where the Division may
approve partial release authorized under R645-301-
830.100 through R645-301-880.800, no surety
liability will be released until st ful completion
of all reclamation under the terms of the permit,
including applicable Liability periods of R645-301-
820.300.

In the event forfeiture of the bond is required by this
section, the Division will:
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880.921. Proceed to collect the forfeited amount as provided by
applicable laws for the collection of defaulted bonds or
other debts 1f actions 10 avord forfeiture have not been
taken. or if nghts of appeal, if any, have oot been
exercised within 8 ime established by the Division. or it
such appeal. if taken. 18 unsuccessful; and

880.922. Use funds collected from bond forfeitre w complete the
reclamation plan, or portion thereof, on the permit area or
increment, 1o which bond coverage applics

880.930. Upon defauh. the Division may causc the forfeiture of any
and all bonds deposited 10 complete reclamation for which
the bonds were posted. Bond liability will extend 10 the
entire permut arca under conditions of forfeiture.

880.931. In the cvent the esumated amount forfeited is insufficient
to pay for the full cost of reclamation, the operator will be
liable for remasming costs. The Division may complete, or
authorize compleuon of, reclamation of the bonded ares
and may recover from the operator 21l costs of reclamation
in excess of the amount forfeited.

880.932. In the event the amount of performance bond forfeited was
more than the amount necessary to complete reclamation,
the unused funds will be retumned by the Division to the
party from whom they were collected.

890. Terms and Conditions for Liability Insaraoce.

890.100. The Division will requirc the applicant to submit as part of
its permit application a certificate issued by an insurance
company authonzed to do business in Utah centifying that
the applicant has & public Lability insurance policy ia
force for the coal mining and reclamation activities for
which the permit is sought. Such policy will provide for
personal injury and property damage protection in an
amount adequalc 1o compensalc any persons injured or
property damaged as a result of the coal mining and |
reclamation operations, inchuding the use of explosives and /™~
who arc entitled 10 compensation under the applicable
provisions of state law. Minimum insurance coverage for
bodily injury and property damage will be $300,000 for
each occurrence and $500,000 aggregate.

890.200. The policy will be maintained in full force during the life
of the permit or any rencwal thereof, including the Liability
period necessary o complete all reclamation operations
under this chapter.

890.300. The policy will include a rider requiring that the nsurer
notfy the Division whenever substantive changes are made
in the policy including any termination or failure to renew.

890.400. The Division may accept from the applicant, in licu of a
certificate  for a public Hability insurance policy,
satisfactory evidencc from the applicant that it satisfies
applicable state sclf-insurance requirements approved as
part of the State Program and the requirements of R645-
301-890.100 through R645-301-890.300.

KEY: reclamation, coal mines
December 18, 1995 40-10-1 et seq.
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