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David Spillman

Canyon Fuel Company, LLC
P.O. Box 1029

Wellington, Utah 84542

Subject: Findings and Conclusions, and Order for Violation #N10072 Canyon Fuel Company, Dugout
Canyon Mine, C/007/0039

Dear Mr. Spillman:

On March 9, 2011, an Informal Conference was held to review the Violation #N10072. Asa
result of a review of all pertinent data and facts, including those presented in the Informal Conference, the
enclosed document constitutes my findings and conclusions, and order as the hearing officer in this matter.

Although the order requires no further action from Canyon Fuel Company, I must advise you
that if you disagree with the decision, then you or your agent may make a written appeal of the order to the
Board of Oil, Gas and Mining within fifteen (15) days of receipt of this letter.

If no timely appeal is made, the enclosed order will essentially serve as a final decision in this
matter. If you have further questions regarding this matter, please contact Ms. Dana Dean, Associate
Director for the Division at ph. 801-538-5320.
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BEFORE THE DIVISION OF OIL, GAS AND MINING
DEPARTMENT OF NATURAL RESOURCES

STATE OF UTAH

---00000---
IN THE MATTER OF THE :
INFORMAL CONFERENCE FOR :
NOTICE OF VIOLATION AND : FINDINGS and CONCLUSIONS
PROPOSED ASSESSMENT: : AND ORDER
VIOLATION NO. N10072,
CANYON FUEL COMPANY, CAUSE NO. C/007/0039
DUGOUT CANYON MINE,
C/007/0039, CARBON COUNTY,
UTAH

—00000---

On March 9, 2011, the Division of Qil, Gas and Mining (Division) held an Informal
Conference as provided for by R645-401-700 Utah Administrative Code in response to the
written request by Canyon Fuel Company (CFC) to review the fact of violation and amount
assessment for Notice of Violation 10072 (NOV), issued by the Division to CFC on January 5,
2011 for operations at the Dugout Canyon Mine, C/007/0039, Carbon County, Utah.

ISSUES

The Division in its NOV found that rule R645-301-731.121 had been violated. This rule
requires that the mine operator protect surface water quality and prevent water pollution. The
Division assessed a fine of $440.00.

PARTIES

John Baza, Director Division of Oil, Gas and Mining served as the hearing officer. The
hearing was conducted as an informal adjudicative proceeding. Steve Christensen,
Environmental Scientist and hydrologist for the Division presented the facts and arguments in
support of the Notice of Violation. Dana Dean, Division Associate Director, and Daron
Haddock, Coal Program Manager also attended the conference and participated for the Division.
David Spillman, Technical Services Manager for Dugout Canyon Mine presented the mine
operator’s position and arguments on its behalf. Others in attendance from Dugout Mine staff
and Arch Western Bituminous Group, LLC (parent company for CFC) were Chris Hansen,
Vicky Miller, and Amanda Richard.

No recording or transcript of the conference was made.




FINDINGS AND CONCLUSIONS
Based on the information provided and the statements presented by those speaking at the

conference, along with information in the files of the Division, John Baza, Hearing Officer
makes the following Findings and Conclusions.

L.

CFC made a request for an informal assessment conference, and that request was honored
by the Division scheduling and conducting the conference of March 9, 2011.

At the conference, Mr. Christensen explained that he issued NOV N10072 based on his
observations that mine water discharge flowing down the Pace Canyon drainage on
December 16, 2010, had produced orange-colored staining of the Pace Creek channel
outside of the permit area due to elevated levels of total iron.

CFC has approval from Division of Water Quality (DWQ) under a UPDES permit to
discharge water from the mine. Although water monitoring data indicated that there was
an increased level of total iron concentration in the discharge water for a transient period,
total suspended solids remained well within limits of the UPDES requirements. At the
time of the conference, total iron concentration had dropped back to within UPDES
limits. DWQ did not issue a violation for the spike in total iron, and they found that the
transient period during which total iron was over limits was an “upset condition” at the

mine.

CFC described that the high total iron resulted from their need to seal off portions of the
mine for safety reasons following a heating event that occurred during 2010. This was
the basis for DWQ’s characterization the events as an “upset condition”.

On March 15, 2011, CFC transmitted to Mr. Baza a letter that provides a chronology of
events summarizing their efforts to apply best available technology to remedy the water
quality impacts of high total iron concentration in the mine discharge.

Rule R645-301-731.121 states:

“Surface-water quality will be protected by handling earth materials, ground-water
discharges and runoff in a manner that minimizes the formation of acidic or toxic
drainage; prevents, fo the extent possible using the best technology currently available,
additional contributions of suspended solids to streamflow outside the permit area; and
otherwise prevent water pollution. . .” (emphasis added)

CFC has provided information that indicates that they did utilize best technology
currently available to prevent impacts to streamflow outside their permit area. Although
these efforts did not totally prevent the discoloration of the Pace Canyon channel, the root
cause of the transient spike in total iron concentration was an unanticipated event
resulting from safety considerations in the underground mine workings.

The NOV was, in fact, written based on first-hand observations and represents an
appropriate action by the onsite inspector. However, with additional retrospective



information available now that was not immediately available to Mr. Christensen

following his December 16" inspection, it is my finding and conclusion that NOV
N10072 should be vacated.

ORDER
NOW THEREFORE, it is ordered that:

1. NOV N10072 is vacated.
2. No further abatement is required for NOV N10072.
3. The associated assessment of $440.00 for NOV N10072 is voided.

SO DETERMINED AND ORDERED this 24 day of March 2011.
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