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(3) Short Title

Coal Mine Reclamation Fees and Reclamation of Bond Forfeiture Sites
(4) PA Code Cite
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Chapter 86

(5) Agency Contacts & Telephone Numbers

Primary Contact: Michele L. Tate, 783-8727

Secondary Contact: Kelly Jean Hefmer, 783-8727
(6) Type ofRulemaking (Check One)

Proposed Rulemaking
X Final Order Adopting Regulation

Final Order, Proposed Rulemaking Omitted

(6) Is a 120-Day Emergency Certification
Attached?

X No
Yes: By the Attorney General
Yes: By the Governor

(8) Briefly explain the regulation in clear and nontechnical language.

These regulations amend existing provisions relating to: definitions, reclamation fees associated
with coal mine permitting; the use of moneys for reclamation and treatment of postmining discharges;
and requirements for me reclamation of coal mined lands where bonds have been forfeited.
The reclamation fee required by § 86.17(e) has been used to supplement bonds for surface coal mine
permits issued under an Alternate Bonding System (ABS). The Department converted from the ABS to
a conventional bonding system providing for full-cost bonding. This eliminated the need for the fee for
conventionally bonded sites. The proposed regulations would have eliminated the reclamation fee.
However, the U.S. Third Circuit Court Appeals decided mat in order to comply with the applicable
federal regulatory requirements, Pennsylvania must demonstrate that it has sufficient funds to address
all ABS Legacy Sites. Therefore, this final rulemaking continues collection of the reclamation fee,
specifically for this purpose, and provides for a process to adjust the fee as needed to provide sufficient
funds at any time. It also specifies other funding sources for me legacy of the ABS.

The requirements for reclamation of forfeited mine sites are revised to require that an alternative
reclamation plan for those sites provide for restoration to conditions supporting either the uses that the
mined lands were capable of supporting before any mining took place, or higher or better uses.

(9) State the statutory authority for the regulation and any relevant state or federal court decisions.

Sections 4.2(a), 4(d) and 4(d.2) of the Surface Mining Conservation and Reclamation Act (52 P.S. §§
1396.4b(a), 1396.4(d) and 1396.4(d.2)); Section 5 of the Clean Streams Law (52 P.S. § 691.5); Section
3.2 of the Coal Refuse Disposal Control Act (52 P.S. § 30.53b); Section 7 of the Bituminous Mine
Subsidence and Land Conservation Act (52 P.S. § 1406.7); § 1920-A of the Adrninistrative Code of
1929 (71 P.S. § 510.20) and Pa. Const. Article 1, § 27. fgwuy/vowa fa&rafzon ofj&wamwm f CMw,
The. ef a/, v. JVbrfon, ef a/., 413 F. Supp. 2d 358 (M.D. Pa. 2006). PenwyAwzw fWeraficw of
,%%,ramgM % C&k, 7»c. v. KaMpdwfTK?, 497 F.3d 337 (3d Cir. 2007).
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(10) Is meregulahonmmdaW by any federal or staW law or court order, orfWeral regulation? I f
yes, cite me specific law, case or regulation, and any deadUnes for action.

The amendments relating to the use of funds available for reclamation of the ABS sites (including the
reclamation fee) have been revised based upon the August 2007 decision of the U.S. Court of Appeals
for the Third Circuit m f g y ^ ^ & a m a F e ^ ^ ^ o M ^ J ^ r & y m ^ ' ^ C f i f k , Aic. v. KempfWme, 497F.3d
337 (3d Cir. 2007). The Third Circuit ruled that Pennsylvania's bonding program must meet the
standard in 30 CFR 800.11 (e) by assuring that the Department wi l l have sufficient money available at
any time to complete the reclamation of all ABS Legacy Sites, including the treatment of any
posbmningpollutional discharges at these sites. To comply with the Court's ruHng,Permsylvaniamust
provide an enforceable regulatory mechanism for generating sufficient money to cover the costs of
reclaiming the ABS Legacy Sites, including the annual costs for treating pollutional discharges.
The amendments relating to reclamation of forfeited mine lands are necessary to assure that
Pennsylvania's regulations are consistent with, but no more stringent than, federal requirements. The
bond forfeiture amendments are mandated by 30 CFR 938.16(mm) - (qq).

(11) Explam the compelhiigpubHc interest mat justifies me regulabon. What is the problem it
addresses?

Untreated mine drainage is one of the primary sources of water pollution in the Commonwealth. This
rulemaking provides a responsible means for funding me treatment of mine drainage from the ABS
Legacy Sites; discharges from these sites are currently causing substantial pollution of Commonwealth
streams, wetlands and other waters. The treatment of discharges from the ABS Legacy Sites wil l
prevent pollution of Commonwealth waters and wil l thereby significantly improve the environment in
Pennsylvania. Restoring the Commonwealth's streams enables these waters to be used for recreation,
water supplies and other uses important to the health, safety, economic development and quality of life
of Commonwealth citizens.
The current regulations relating to reclamation of coal mined lands where bonds were forfeited need to
be amended to achieve consistency with federal requirements and thereby maintain Pennsylvania's
jurisdiction over the regulation of surface coal mining within the Commonwealth.

(12) State the public health, safety, environmental or general welfare risks associated with
nonregulation.

Non-regulation is not an option for the Commonwealth of Pennsylvania to continue to maintain primary
jurisdiction under me federal Surface Mining Control and Reclamation Ac t The primary public health,
afety, environmental or general welfare risk is related to pollution from ABS post-mining discharges.

(13) Describe who will benefit from the regulation. (Quantify the benefits as completely as possible
and approximate the number of people who will benefit)

Pennsylvania's citizens will benefit because the regulations establish dedicated funding sources for the
treatment of post-mining pollutional discharges at primacy ABS legacy sites. The treatment of water
pollution will provide an overall economic benefit in Pennsylvania through the restoration and
preservation of water resources and the consequent enhancement of recreational opportunities and other
uses important for economic development and quality of life.
Owners of coal mined lands where bonds were forfeited and alternate reclamation plans approved will
benefit by having their land restored to conditions supporting me uses the mined lands were capable of
supporting prior to the mining, or to any higher or better uses.
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(14) Describe who will be adversely affected by the regulation. (Quantify the adverse effect as
completely as possible and approximate the number of people who will be adversely affected.)

The amended regulations may have an adverse impact upon the regulated community after 2010 because
the reclamation fee will be adjusted beginning January 1, 2010. At this time, it is not possible to
determine the impact that may result in 2010 because the precise amount of operation and maintenance
costs for the ABS Legacy Sites will vary. The adjustment in the reclamation fee at that time could result
in a significant increase in the amount of the fee, with an impact on those mine operators subject to the
fee. However, this regulation also provides the opportunity to eliminate the reclamation fee once the
ABS legacy fund becomes actuarially sound.

(15) List the persons, groups or entities that will be required to comply with the regulation.
(Approximate the number of people who will be required to comply.)

Approximately 500 coal mine operators will be affected by these amendments.
(16) Describe the communications with and inputs from the public in the development and drafting of
the regulation. List the persons and/or groups who where involved, if applicable.

The Mining and Reclamation Advisory Board (MRAB) provided significant input in the development of
the amended regulations. The MRAB is the Department's advisory board for the purpose of developing
coal mining regulations. A draft of the proposed rulemaking was discussed with the MRAB at its
meeting on April 28, 2005. The final rulemaking was based upon the recommendations of the MRAB
after a series of meetings of the full board and its Regulation, Legislation and Technical Committee
(RLTC). This matter was discussed at meetings of the full board on October 25, 2007, November 29,
2007, and January 10, 2008. RLTC meetings were held on October 12, 2007 and November 15, 2007.
The proposed regulations were revised in response to comments on the proposed regulation, (particularly
those objecting to the proposed elimination of the reclamation fee), from the Citizens for Pennsylvania's
Future, the Pennsylvania Federation of Sportsmen's Clubs, Inc., Pennsylvania Chapter Sierra Club,
Pennsylvania Trout, Inc., Tri-State Citizens Mining Network, Inc., and Mountain Watershed
Association, Inc. The Department worked extensively with the federal Office of Surface Mining (OSM)
regarding compliance with 30 CFR 800.11 (e) and the ruling of the Third Circuit in Kempthorne. The
final rulemaking will be submitted to OSM as a formal program amendment. OSM required the
amendments relating to the reclamation of coal mined lands where bonds were forfeited, and the
Department discussed the proposed amendments with OSM.
(17) Provide a specific estimate of the cost and/or savings to the regulated community associated with
compliance, including any legal, accounting or consulting procedures which may be required.

These revised regulations ensure that the entire cost of funding the treatment for the ABS Legacy Sites is
not being borne by the regulated community. The Commonwealth is sharing the cost of funding this
treatment through the dedication of civil penalty moneys, interest and other moneys. Therefore, the cost
to the regulated community is minimized. In the short run, the reclamation fee will remain as it has in
the recent past. In the long run, whether the fee increases, decreases or stays the same will be
determined by the actual and projected costs of the treatment of the ABS legacy discharges. It is not
possible to determine how significantly the fee will have to be adjusted in the future. Eventually, the
reclamation fee can be eliminated, when adequate funds have accumulated in the ABS Legacy Sites
Trust Account to provide for annual treatment costs.
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(18) Provide a specific estimate of the cost and/or savings to local governments associated with
compliance, including any legal, accounting or consulting procedures which may be required.

The proposed amendments are not expected to impose any additional costs or savings to local
government.

(19) Provide a specific estimate of me cost and/or savings to state government associated with the
implementadon of the regulation, including any legal, accounting or consulting procedures which may
be required.

The Department will incur additional cost in implementing this final rulemaking. In order to manage me
funding sources, the Department will have to track revenues and expenses specifically related to the
primacy ABS discharge sites. This is expected to initially cost about $60,000 per year for personnel for
the accoimting of me revenues and expenses, with the cost increasing as personnel costs increase. This
amount is maddidon to me costs incurred as aresult of the management ofthe completion of
reclamation mdh^atment that me Department already does.
Keeping the reclamation fee and allowing it to be adjusted as necessary will allow me mining
cc^nmunity to contribute to me reclaniaHom of ABS legacy discharges. This will result in an indirect
savings to me state government in that some previously untieated discharges will be addressed.
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(20) In the table below, provide an estimate of the fiscal savings and cost associated with
implementation and compliance for the regulated community, local government, and state government
for the current year and five subsequent years.

SAVINGS:

Regulated Community

Local Government

State Governments

Total Savings

COSTS:

Regulated Community

Local Government

State Governments

TotalCost

REVENUE LOSSES:

Regulated Community

Local Government

State Governments

Total Revenue Losses

Current FY

$

0

0

0

0

0

0

$60,000

$60,000

0

0

0

0

FY+1

S

0

0

0

0

0

0

$62,000

$62,000

0

0

0

0

FY+2
Year

$
0

0

0

0

0

0

$64,000

$64,000

0

0

0

0

FY+3

$

0

0

0

0

0

0

$67,000

$67,000

0

0
0

0

FY+4

Year

$

0

0

0

0

0

0

$69,000

$69,000

0

0

0

0

FY+5
Year
$

0

0

0

0

0

0

$71,000

$71,000

0

0

0

0

(20a) Explainhow the cost estimates listed above werederived.

The increased costs to state government were estimated based upon the expected additional workload
:KSu%M%gfK»nthetnK&%%gofn&w%WK5UKKle%pa%xsi%k#edtDtbeb%ahaentofdbeprknagf^J3S
discharges. This workload is part of a larger workload related to other categories of abandoned mine
sites. The estimate is based on the additional work taking about 50% of the time of an employee whose
total annual cost is about $120,000 in me current year. Subsequent years were estimated by increasing
the initial cost by 3.5% per year (3.5% represents an estimate of me annual increase in the pay schedule)
and rounding off to the nearest $ 1,000.
There is no change in the cost to me regulated community until January 1,2010 because the reclamation
fee will remain at the current $100 per acre level until that time. It is not possible to determine how the
fee will have to be revised in the future. It is possible that a significant increase will be required.
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(20b) Provide the past three year expenditure historyfor programs aflected byderegulation.

Program FY-3 FY-2 FY-1 Current FY

General
Government
Operations
(#181-10390)

$18,824,000 $18,262,000 $18,329,000 $18,915,000

Environmental
Program
Management
(#161-10382)

$37,594,000 $37,049,000 $36,868,000 $39,909,000

Environmental
Protection
Operations
(160-10381)

$85,898,000 $87,897,000 $89,847,000 $98,582,000

(21) Using the cost-benefit information provided above, explain how the benefits of the regulation
outweigh the adverse effects and cost.

The annual estimated increased cost pales in comparison with the unknown cost of not promptly
providing a funding source to treat the primacy ABS discharges. Without a solution, Pennsylvania
risks the possibility of the Third Circuit Court ordering a solution, and/or the federal OSM taking
jurisdiction over coal mining from Pennsylvania and implementing a Federal regulatory program.
Moreover, OSM could suspend federal funding for abandoned mine reclamation in Pennsylvania,
currently at approximately $21 Million annually and set to increase significantly over the next 15 years.
From an environmental perspective, both the specific cost of the pollution and the benefit of providing
the funds needed to treat the water are incalculable. However, it is clear that the benefits of the
environmental enhancement outweigh the costs of the treatment.

(22) Describe the nonregulatory alternative considered and the cost associated with those
alternatives. Provide the reasons for their dismissal.

No nonregulatory alternatives were considered. Pennsylvania's regulations must be as effective as
federal regulations in order to maintain primary jurisdiction over coal mining under the Federal Surface

Mining Control and Reclamation Act. Moreover, OSM could suspend federal funding for abandoned
mine reclamation in Pennsylvania, currently at approximately $21 Million annually and set to increase
significantly over the next 15 years. In addition, the Third Circuit Court emphasized the need for
Pennsylvania's program amendment to be legally enforceable. Failure to have a legally enforceable
means to fund the treatment costs for the ABS Legacy Sites could result in the Third Circuit Court
delivering a prescriptive solution. . . . .
A regulatory solution is the only way to assure conformance to federal regulations, prevent cessation of
funding for abandoned mine land reclamation and satisfy the enforceability requirement emphasized by
the Third Circuit Court.
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(23) Describe alternative regulatory schemes considered and the cost associated with those schemes.
Provide the reasons for their dismissal.

The elimination of the reclamation fee was included in the proposed rule making. After the Court's
August 2007 decision, it was apparent that the elimination of the reclamation fee was a less desirable
option compared to its continuation. There was a slight costs savings to the Commonwealth and an
estimated savings of about $200,000 per year to the industry under the proposed regulation.
The final rulemaking allows for the elimination of the fee when it is no longer needed to fund the ABS
legacy. This will eliminate the cost to the regulated community. There were other regulatory options
discussed with the MRAB, however those other options were not included in the MRAB's
recommendation for changes from proposed to final rulemaking.

(24) Are there any provisions that are more stringent than federal standards? If yes, identify the
specific provisions and the compelling Pennsylvania interest that demands stronger regulations.

The proposed amendments to the regulations are no more stringent than federal requirements.

(25) How does the regulation compare with those of other states? Will the regulation put
Pennsylvania at a competitive disadvantage with other states?

States having coal mining must maintain a coal mining regulatory program that conforms with federal
requirements. States that do not maintain such a program are regulated directly under the Federal
Surface Mining Control and Reclamation Act. As a result, these regulations are expected to be no more
stringent than those of other states with coal mining. Other states are similarly providing funding for
treating the discharges at forfeited mine sites, which relies on fees imposed on the regulated industry.
For example, West Virginia assesses a per-ton severance tax on coal mine production to fund treatment
of pollutional discharges from their legacy sites. This severance tax was one of the options discussed
with the MRAB, but there appears to be strong opposition to imposing a severance tax in Pennsylvania.
This regulation is not expected to put Pennsylvania at a competitive disadvantage because other states
are similarly being required by OSM to provide funding for ongoing operation and maintenance costs
for discharges at forfeited mine sites and the industry is having to bear the costs in those states.

(26) Will the regulation affect existing or proposed regulations of the promulgating agency or other
state agencies? If yes, explain and provide specific citations.

These regulations amend existing Department regulations and will not affect existing or proposed
regulations of other state agencies.

(27) Will any public hearings or informational meetings be scheduled? Please provide the dates,
times, and locations, if available.

No public hearings or informational meetings are scheduled.
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(28) Wil l (he regulation change existing reporting, record keeping, or other paperwork requirements?
Describe the changes and attach copies of forms or reports which will be required as aresult of
implementation, i f available.

The amendments require an annual repcd: to the MRAB on me status ofme reclamation fee fund and the
adjustment of the fee. While the format of mis report has not yet been developed, it its anticipated that it
w i l l include an accounting of the balance in the reclamation fee account, the revenue and expenses for
me previous year and the projected balance, revenue and expenses for the next year. This report wi l l be
developed through interaction with theMRAB.

(29) Please list any special provisions which have been developed to meet the particular needs of
affected groups or persons including, but not limited to, minorities, elderly, small businesses, and
farmers.

The amendments must conform with federal requirements. The rulemakmg includes provisions that
commit certain Department revenues to the treatment of mine drainage which reduces me cost on the
regulated community. Another special provision allows for an alternate funding source to be used in
place of the fee on the industry.

(30) What is the anticipated effective date of the regulation; the date by which compliance with the
regulation wi l l be required; and the date by which m y required permits, licenses or other approvals must
be obtained?

The regulations wi l l go into effect upon publication in the Pennsylvania Bulletin as final rulemakmg.
PubhcaHon is anticipated during calendar year 2008. No new permits, licenses or other approvals wi l l
be required by these regulations. The final rulemaking provides for me continuation of the reclamation
fee at its current level until January 1,2010. At that point, the fee Mill be adjusted based on the cost of
maintaining treatment and other available funding sources.

(31) Provide the schedule for continual review of me regulation.

The regulations wi l l be revised, as needed, in accordance with the Sunset Review Schedule published by
me Department.
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NOTICE OF FINAL RULEMAKING
DEPARTMENT OF ENVIRONMENTAL PROTECTION

ENVIRONMENTAL QUALITY BOARD

[25 PA. CODE CH. 86]

Coal Mine Reclamation Fees and Reclamation of Bond Forfeiture Sites

The Environmental Quality Board (Board) by this order amends Chapter 86 (relating to
surface and underground coal mining). The final-form rulemaking incorporates amendments
necessary to bring Pennsylvania's regulatory program into conformance with federal standards
for state coal mining regulatory programs. The amendments address the coal mine reclamation
fees paid by surface coal mine operators, the dedicated use of moneys for treatment of post-
mining pollutional discharges at certain mine sites, pertinent definitions, and the requirements for
reclamation of coal mine sites when the mine operator's bonds were forfeited by the Department
of Environmental Protection (Department).

This order was adopted by the Board at its meeting of April 15, 2008.

A. Effective Date

These amendments will go into effect upon publication in the Pennsylvania Bulletin as
final rulemaking.

B. Contact Persons

For further information contact Joseph G. Pizarchik, Director, Bureau of Mining and
Reclamation, P.O. Box 8461, Rachel Carson State Office Building, Harrisburg, PA 17105-8461,
(717) 787-5103, or Richard S. Morrison, Assistant Counsel, Bureau of Regulatory Counsel, P.O.
Box 8464, Rachel Carson State Office Building, Harrisburg, PA 17105-8464, (717) 787-7060.
Persons with a disability may use the AT&T Relay Service, (800) 654-5988 (TDD users) or
(800) 654-5988 (voice users). This final-form rulemaking is available on the Department of
Environmental Protection (Department) Web site (http://www.dep.state.pa.us).

C. Statutory Authority

The final-form rulemaking is adopted under the authority of Sections 4.2(a), 4(d) and
4(d.2) of the Surface Mining Conservation and Reclamation Act (52 P. S. §§ 1396.4b(a),
1396.4(d), 1396.4(d.2)) (PASMCRA); Section 7 of the Bituminous Mine Subsidence and Land
Conservation Act (52 P.S. § 1406.7), Section 5 of The Clean Streams Law (35 P S . § 691.5);
Section 3.2 of the Coal Refuse Disposal Control Act (52 P.S. § 30.53b); Section 1920-A of The
Administrative Code of 1929 (71 P. S. § 510-20) and Article I, Section 27 of the Pennsylvania
Constitution, (Pa. Const. Art. 1, § 27).



D. Background of the Amendments

This final rulemaking primarily addresses Pennsylvania's obligation, under federal law,
to provide for the complete reclamation of a certain class of surface mine sites (the ABS Legacy
Sites) and the post-mining pollutional discharges on these sites. In order to bring its coal mining
program into compliance with federal law, the Department must assure that it always has
sufficient money available to complete the reclamation of the ABS Legacy Sites, including
paying the ongoing costs to treat the pollutional discharges at these sites in perpetuity. In related
litigation, the U.S. Third Circuit Court of Appeals decided that Pennsylvania must demonstrate
that it has sufficient funds, and determined that the Department must meet its obligation to assure
sufficient funds for reclamation of these sites through legally enforceable means. These
amendments are intended to satisfy Pennsylvania's obligations under federal law by establishing
an enforceable regulatory mechanism for generating funds adequate to cover the reclamation
costs for all of the ABS Legacy Sites.

This final rulemaking establishes two accounts to manage the funds. The Reclamation
Fee O & M Trust Account will be used to fund the operation and maintenance costs on an on-
going basis. The regulation also establishes a cash reserve within the Reclamation Fee O & M
Trust Account to pay for unexpected treatment costs. The ABS Legacy Sites Trust Account will
be used to fund the perpetual costs of treatment for the discharges at the ABS Legacy Sites. The
regulation also identifies the funding sources for the accounts and provides for adjustments to the
reclamation fee to assure that sufficient funds are available for operation and maintenance. In
addition, the regulations list the requirements for the account to be actuarially sound, which is
when there is enough money in the accounts so that the interest will cover all of the costs.

Required Consistency of Pennsylvania's Mining Program with Federal Law

One of the fundamental purposes of the Federal Surface Mining Control and Reclamation
Act of 1977, 30 U.S.C. § 1201 et seq. (FSMCRA), is to establish a "nationwide program to
protect society and the environment from the adverse effects of surface coal mining operations."
30 U.S.C. § 1202(a). The federal statute authorizes the Secretary of the Interior, through the
federal Office of Surface Mining Reclamation and Enforcement (OSM),' to administer the
programs for controlling surface coal mining operations required by FSMCRA and to
promulgate regulations designed to realize the purposes of FSMCRA. 30 U.S.C. §§ 1211(c).
These purposes include the reclamation of mined areas left without adequate reclamation and
assuring that adequate procedures are undertaken to reclaim surface areas as contemporaneously
as possible with the surface coal mining operations.

FSMCRA allows a State to assume jurisdiction over the regulation of surface coal mining
and reclamation operations if the State can administer that program according to federal
standards. See 30 U.S.C. § 1253. Once a State program is approved by OSM, the State achieves
"primacy" over the regulation of its surface coal mining program under FSMCRA. Pennsylvania
achieved primacy in 1982.. See 47 FR 33,050, 33,076 (July 30, 1982). To maintain its
jurisdiction over regulation of coal surface mining activities, Pennsylvania must maintain a State
program in accordance with the requirements of FSMCRA. 30 U.S.C. § 1253. State laws may



not be inconsistent with the provisions of FSMCRA, 30 U.S.C. § 1255(a), and, in general, a State
program must be at least as effective as the requirements in FSMCRA. 30 U.S.C. § 1255.

Conventional and Alternative Bonding Systems

FSMCRA states a general requirement that before a coal mining permit is issued an
operator must post a performance bond "sufficient to assure completion of the reclamation plan
if the work had to be performed by the regulatory authority." 30 U.S.C. § 1259(a). FSMCRA
also allows OSM to approve as part of a state program an "alternative bonding system that will
achieve the objectives and purposes of the bonding program pursuant" to section 509. 30 U.S.C.
§ 1259(c). PASMCRA similarly requires a surface coal mining permittee to file a bond with the
Department prior to commencing surface mining operations. 52 P.S. § 1396.4(d). The amount
of the bond shall be "based upon the total estimated cost to the Commonwealth of completing the
approved reclamation plan, or in such other amount and form as may be established by the
Department pursuant to regulations for an alternate coal bonding program which shall achieve
the objectives and purposes of the bonding program." Id. Thus, under both Pennsylvania and
pertinent federal law, the Department has the authority to implement two types of bonding
systems to provide financial assurance that surface coal mining operations are properly
reclaimed. The two types are known as conventional and alternate bonding.

A conventional bonding system (CBS) requires that the mine operator post a site-specific
bond sufficient in amount to assure completion of the mine site's reclamation plan if the work
had to be performed by the Department in the event of a forfeiture. This system is often referred
to as full-cost bonding because the amount of the bond is not discounted or intended to be
supplemented by other funding sources. An alternate bonding system (ABS) is typically
designed as a collective risk-spreading system that draws on other sources of funds for
completing reclamation at individual mine sites where the operator has defaulted on its
reclamation obligations and the bond for the site has been forfeited. With an ABS, a State can
discount the amount of the required site-specific bond to an amount less than the full cost needed
to complete reclamation of the mine site in the event of forfeiture. The individual permitted
mining operators usually contribute to a reclamation fund administered by the regulatory
authority (e.g. through imposition-of a standard fee), thus sharing the liability for the reclamation
of forfeited sites and supplementing the discounted site-specific bonds.

From 1982 until 2001, the Commonwealth employed a bifurcated bond system: surface
coal mines, coal refuse reprocessing operations and coal preparation plants were covered by an
ABS, while underground coal mines and coal refuse disposal operations were covered by a CBS.
Pennsylvania's ABS was intended to enable the Department to complete reclamation of forfeited
mine sites notwithstanding that the actual cost of reclamation exceeded the amount of the
individual bonds posted by the operator for a specific site. Pennsylvania's ABS consisted of a
system in which various sources of revenue—i.e., excess bond money from forfeited and
reclaimed sites, license and permit fees, fines and civil penalties, and reclamation fees—were all
placed into the Surface Mining Conservation and Reclamation Fund, (the SMCR Fund). See 52
P.S. § 1396.18(a). Operators were required to post site-specific bonds for surface mining
operations covered by the ABS, but they were not required to post a bond sufficient in amount to



cover the full cost of completing reclamation of the mine site. The money in the SMCR Fund
was intended to cover the difference between the bond and the actual cost of reclamation.

The reclamation fee imposed by 25 Pa, Code § 86.17(e) was paid by operators of
permitted sites on a per-acre basis for each acre authorized in the surface mine operator's permit;
the fee was originally assessed at $50 per acre but was raised to $100 per acre in 1993. As part
of administering Pennsylvania's ABS, the reclamation fees and other moneys described above
have been deposited by the Department into the SMCR Fund and have been used to supplement
site-specific bonds in order to cover the Department's full costs to reclaim mine sites if mine
operators defaulted on their reclamation obligations.

Insolvency of Pennsylvania's ABS

Problems relating to the solvency of Pennsylvania's ABS were identified around 1990,
and by early 1991 OSM began to exercise its oversight authority in an effort to bring
Pennsylvania's ABS into compliance with applicable federal standards. See 30 U.S.C. §§ 1253,
1254; 30 CFR §§ 732.17, 733.11, 733.12. In January 1991, OSM notified the Department that
Pennsylvania's ABS must be modified to provide the resources needed to reclaim existing ABS
forfeited sites within a reasonable timeframe, and to ensure that future forfeiture sites would be
reclaimed in a timely manner. Moreover, the ABS had to have sufficient funds to complete the
reclamation plan approved in the surface mining permit. In May 1991, OSM codified a required
program amendment directing Pennsylvania to submit information by November 1991 which
demonstrated that the ABS was solvent. 30 CFR § 938.16(h). Specifically, OSM required
Pennsylvania to either submit information demonstrating that the ABS "can be operated in a
manner that will meet the requirements of 30 C.F.R. § 800.11(e)" or, to amend its program to be
compliant with federal standards. 56 FR 24,687,24,719-21 (May 31,1991).

In August 1991, OSM's Harrisburg Field Office issued a report titled Pennsylvania Bond
Program as an Alternative Bonding System. The 1991 report documented the Department's
failure to adequately reclaim all forfeited ABS sites, primarily because the Department was not
addressing post-mining pollutional discharges at many of the sites. The report concluded that the
ABS was insolvent because the Department did not have sufficient funds to complete the
reclamation at all of the primacy ABS forfeiture sites.

In October 1991, OSM notified the Department, pursuant to 30 CFR § 732.17, that in
order for Pennsylvania to maintain jurisdiction of the regulatory program under FSMCRA, the
Department had to adopt changes to its ABS to address program deficiencies and outstanding
reclamation on ABS forfeiture sites (the Part 732 Notice). A part 732 notice is a document in
which OSM notifies the State that its regulatory program must be amended to be in accordance
with FSMCRA and consistent with federal regulations: Such a notification may be necessary as
-a result of Federal regulation changes, State or Federal court decisions, or problems identified
during oversight or other program review processes. See Pennsylvania Fed'n of Sportsmen's
Clubs v. Norton, 413 F.Supp. 2d 358, 364 (M.D. Pa. 2006). The Part 732 Notice stated, in part:

The specific event leading to this determination is an OSM Field Office
evaluation of the adequacy of the Commonwealth's alternative bonding system
(ABS). This evaluation identified unfunded reclamation liabilities (for
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backfilling, grading, and revegetation) in excess of eight million dollars for
current bond forfeiture sites alone. The review also found that the ABS is
financially incapable of abating or permanently treating pollutional discharges
from bond forfeitures. Even if no such discharges are created in the future, annual
treatment costs for existing discharges are currently estimated at 1.3 million
dollars.

The Part 732 Notice concluded that the ABS was no longer in conformance with
FSMCRA and the federal regulations, which mandate that an ABS "must assure that the
regulatory authority will have available sufficient money to complete the reclamation plan for
any areas which may be in default at any time." 30 CFR § 800.1 l(e)(l).

Termination of ABS and Conversion of Surface Mines to a CBS

The Department undertook various efforts in response to OSM's required program
amendment and the Part 732 Notice (most of which need not be enumerated here), including an
increase in amount of the per-acre reclamation fee from $50 to $100 per acre in 1993. Doubling
the reclamation fee did not generate sufficient funds to eliminate the ABS deficit, and the
Department concluded that if significant changes were not made the deficit would only get
worse. The number of acres being permitted had been declining (with a corresponding reduction
in income from the reclamation fee), and there was a significant number of underbonded ABS
permits with post-mining discharges. Recognizing that the ABS would never address the
situation, the Department decided to terminate the ABS and to employ a full-cost bonding
system for all of Pennsylvania's active mine sites. In 2001, the Department began converting
active surface coal mining permits issued under the ABS to a CBS,

The conversion of the ABS permits to a CBS required a complex approach by the
Department in coordination with the legislature and the mining industry. The main components
of the approach included the following. A comprehensive analysis by the Department of the
existing ABS deficit for land reclamation was prepared in a February 2000 report titled
Assessment of Pennsylvania's Bonding Program for Primacy Coal Mining Permits. Based on
the report's conclusions, the General Assembly appropriated $5.5 million in 2001 to cover that
land reclamation deficit. The Department developed a conversion assistance financial guarantee
program by which the Department effectively operates as a surety and provides part of the
bonding for conventional bonds, thus easing the transition for active operators to the CBS and
thereby preventing bankruptcies and/or abandonment of sites. In 2001, the General Assembly
appropriated $7 million to underwrite the conversion assistance financial guarantee program.
The Department developed a detailed conventional bonding guidance document that set forth the
mechanics of the conventional bonding process for surface mining operations. The Department
then implemented conventional bonding for all ABS actively-mined, permitted surface coal mine
sites. A plan to address post-mining pollutional discharges on the ABS forfeiture sites was
formulated, resulting in the Program' Enhancement Document and the Discharge Abatement
Workplan. In August 2001, the ABS was formally terminated.



Related Litigation

In 1999, a citizens' suit was filed in the United States District Court for the Middle
District of Pennsylvania by several citizen groups against the Department, OSM and the U.S.
Department of the Interior. Pennsylvania Federation of Sportsmen's Clubs, Inc. et al v.
McGinty, et al, (No. 99-cv-1791). Plaintiffs alleged various deficiencies in Pennsylvania's
bonding program related to the insolvency of the ABS and the Department's failure to reclaim all
the ABS forfeiture discharge sites. Six of the eight counts against the Department were
dismissed. The remaining two concerned the Part 732 Notice and required program amendment
in 30 CFR § 938.16(h). This lawsuit is currently pending before the United States District Court
for the Middle District of Pennsylvania and has been stayed pending the final disposition of a
related case in the same court called Pennsylvania Federation of Sportsmen's Clubs, Inc. et al. v.
Kempthorne, et al, (No. 03-cv-0220). In June 2003, OSM terminated the bonding program
deficiency as it relates to the ABS, in part, as a result of the Department's conversion to the CBS
and in response to a report prepared by the Department jointly with OSM. The report is titled
Pennsylvania Bonding System Program Enhancements and includes a discussion and analysis of
the bond program enhancements undertaken to resolve inadequate bonding for the ABS. The
Kempthorne case was filed in December 2003, by the same plaintiffs that filed the McGinty case,
in response to OSM's termination of the Part 732 Notice and its removal of the required program
amendment in 30 CFR § 938.16(h). The Kempthorne (previously called Norton) case names the
U.S. Department of the Interior and OSM as defendants; the Department intervened as a
defendant in this litigation. See Pennsylvania Federation of Sportsmen's Clubs, Inc. et al. v.
Norton, et al, 413 F. Supp. 2d 358 (M.D. Pa. 2006). In 2006, the U.S. District Court in
Kempthorne granted the joint motion of the federal defendants and the Department requesting
dismissal of the case. Plaintiffs then appealed the decision to the U.S. Court of Appeals for the
Third Circuit.

In the Kempthorne case, plaintiffs argued that it was a violation of section 509 of
FSMCRA, 30 U.S.C. § 1259, and the regulations implementing FSMCRA issued by OSM—
specifically 30 CFR § 800.1 l(e)(l)—for the Department to terminate its ABS when it converted
to a CBS in 2001. Plaintiffs also argued that, even if the ABS was lawfully terminated in 2001,
the primacy ABS forfeited sites plus any additional sites whose reclamation costs are not fully
covered by CBS bonds (together the "ABS Legacy Sites"), remain subject to the requirements of
30 CFR § 800.1 l(e)(l). As such, Pennsylvania remains obligated to provide for the complete
reclamation and treatment of the ABS Legacy Sites and their pollutional discharges by assuring
the Department has available sufficient money to complete reclamation for these sites at any
time. See 30 CFR § 800.1 l(e)(l).

On August 7, 2007, the Third Circuit decided the appeal and issued an opinion in which
the court reversed, in part, the district court and remanded the case for further proceedings in
accordance with the appellate decision. See Pennsylvania Federation of Sportsmen's Clubs, Inc.
v. Kempthorne, 497 F.3d 337 (3d Cir. 2007). The Third Circuit decision in Kempthorne directly
impacted the Department's decisions with respect to this final rulemaking because the
Department had proposed to eliminate the per-acre reclamation fee in § 86.17(e) in the proposed
rulemaking. See 36 Pa. Bull. 4200, 4200-01 (Aug. 5, 2006). The Court explained the pertinent
issue as follows:



Although we have determined that Pennsylvania has effectively converted
to a CBS and OSM did not abuse its discretion in approving that conversion,
neither we nor OSM are yet out of the woods, so to speak. That is because we are
still faced with the question of what obligations, if any, Pennsylvania has to
ensure reclamation of sites forfeited before the conversion to a CBS began, plus
any additional sites whose reclamation costs are still not fully covered by CBS
bonds. To clarify, it is important we distinguish between the ABS as a bonding
program, which no longer exists in Pennsylvania, and the particular mine sites
bonded under that now defunct program. This distinction is a critical one as the
conclusion that it is permissible under [FSMCRA] for a State to dissolve its ABS
program, in the manner Pennsylvania has, does not lead ineluctably to the
conclusion that all liabilities accrued under that program are also automatically
dissolved. In other words, there are still mining sites in Pennsylvania that were
originally bonded under the ABS and forfeited prior to the CBS conversion. The
question remains as to what obligations Pennsylvania has to provide for complete
reclamation and treatment of these mining sites and their pollutional discharges.

Kempthorne, 497 F.3d at 349-50.

The Third Circuit concluded that 30 CFR § 800.11 (e) continues to apply to the ABS
Legacy Sites and "that § 800.11(e) requires that Pennsylvania fulfill the obligations it voluntarily
assumed to ensure that these sites are fully reclaimed." Kempthorne, 497 F.3d at 353. To meet
the requirements of federal law, a State's ABS "must assure that the regulatory authority will
have available sufficient money to complete the reclamation plan for any areas which may be in
default at any time." 30 CFR § 800.11(e)(l). Thus, the Third Circuit ruled that Pennsylvania
must assure that it will have sufficient money available at any time to complete the reclamation
of all the ABS Legacy Sites, including the treatment of any post-mining pollutional discharges at
these sites. The Third Circuit Court also ruled that the Program Enhancement Document did not
meet the federal requirements because it was not a formal program amendment and was not
legally enforceable. The Court reinstated the Part 732 Notice and the required program
amendment in 30 CFR § 938.16(h) and remanded the case to the District Court for further
proceedings, see Kempthorne, 497 F.3d at 354-55. The related litigation has been temporarily
stayed by the District Court pending the issuance of this final rulemaking. To comply with the
Court's ruling, Pennsylvania must assess the extent of the liability associated with all of the ABS
Legacy Sites, and must identify specific sources of dedicated revenue that will generate enough
money to cover the costs of reclaiming these sites, specifically the ongoing costs for treating any
pollutional discharges at these sites. The method for providing the revenue must be submitted to
OSM for approval as a formal program amendment which satisfies the Part 732 Notice and 30
CFR § 938.16(h), and it must be legally enforceable.

Reclamation Obligations at the Primacy ABS Legacy Sites

As part of its development of this final rulemaking, the Department carefully examined
the extent of the liability associated with all of the ABS Legacy Sites. The reclamation liability
of the ABS Legacy Sites was divided into two categories: outstanding land reclamation; and the
abatement or perpetual treatment of post-mining pollutional discharges. In 2004, in an effort to
improve the management of the reclamation of the ABS sites, the responsibility for coordinating



the reclamation of primacy bond forfeiture sites was transferred from the Bureau of Abandoned
Mine Reclamation to the Bureau of District Mining Operations. At that time, there were
approximately 150 primacy ABS permits with outstanding reclamation obligations (land
reclamation and post-mining discharges).

Fifty-five ABS sites had land reclamation remaining to be completed as of November
2007: Of these fifty-five, 23 have had the necessary arrangements made and are in the process of
being reclaimed. All of the remaining primacy ABS sites with outstanding land reclamation
have been identified and evaluated to determine the projected costs of completing this land
reclamation. The estimated cost of the land reclamation for these remaining land-reclamation
sites is approximately $7.8 million. As of November 2007 the ABS deficit closeout account
balance was approximately $4.4 million. Forfeited bonds were collected for the land-
reclamation primacy ABS sites; there is approximately $1.9 million in collected bonds for these
sites currently held in a restricted account in the SMCR Fund. The balance of about $1.5 million
needed to complete the land reclamation at ABS Legacy Sites can be paid from other funds
currently in the SMCR Fund, including excess bond money from other forfeited sites that have
already been fully reclaimed and interest income on the SMCR Fund moneys. The Department
has determined that it currently has sufficient money available in the SMCR Fund to complete all
of the outstanding land reclamation at the ABS Legacy Sites. Nearly all of this money is already
restricted by law for this purpose, and the Department expects that land reclamation at the ABS
Legacy Sites will be completed within the next two years. Thus, the changes made for this final
rulemaking do not address funding for land reclamation of ABS Legacy Sites.

The ABS Legacy Sites with discharges that need treatment include both the primacy ABS
forfeited sites, plus any additional sites whose reclamation costs are not fully covered by CBS
bonds when forfeited in the future. All of these sites remain subject to the requirements of 30
CFR § 800.1 l(e)(l). Establishing a final exact number of ABS Legacy Sites with pollutional
discharges that will need treating is not yet possible, though the Department has identified and
evaluated the primacy ABS discharges sites that have already had the bond forfeited.

There are 80 primacy ABS permits where the bonds were forfeited and there is a post-
mining discharge that requires continued treatment. Some of these permits contain multiple
discharges. The population of the ABS forfeited post-mining discharge sites has been evolving,
and the Department has worked closely with OSM to develop and maintain an accurate inventory
of these discharges. In 2003, there were 99 discharges on the primacy ABS forfeiture discharge
sites inventory. As of October 2007, there were 97 discharges, however, a significant number of
discharges had been removed from the list and others added between 2003 and October 2007.
An evaluation of the primacy ABS forfeited discharge sites was completed in order to project the
costs of treating the discharges at these sites. Post-mining treatment costs are evaluated in three
categories: (i) initial facility construction costs; (ii) the annual operation and maintenance cost;
and, (iii) recapitalization costs. Initial facility construction costs cover all of the costs to get a
treatment system up and running such as facility design costs, property access and construction.
The annual operation and maintenance costs include: the treatment chemicals as needed, water
quality sampling, facility inspection, site maintenance, and sludge removal and disposal.
Recapitalization costs are the money that needs to be set aside to reconstruct a facility or replace
major components of a treatment system. Of the 97 discharges on the ABS forfeiture discharge



sites inventory, 30 have functioning passive treatment systems in place. Costs for treating all the
97 discharges at the primacy ABS forfeiture discharge sites were estimated using the water
quality and quantity monitoring data for the discharges and the AMDTreat model developed by
OSM.

The initial cost to construct the necessary facilities for the primacy ABS forfeiture
discharge sites is approximately $2.8 million. The Department currently has funds available to
cover the cost to construct the necessary initial treatment facilities for the primacy ABS
forfeiture discharge sites. There is approximately $2.5 million in the released bond account
which may be used to pay the treatment facility construction costs. Money in the general
operations account may be used for reclamation purposes as well as general administrative costs,
and there is approximately $9.2 million currently held in the general operations account.
Construction of these initial treatment facilities is expected to occur over the course of the next
two to three years. Consequently, the changes made for this final rulemaking do not address the
means for funding initial construction costs at the primacy ABS forfeiture discharge sites.

The total estimated annual operation and maintenance costs for the 80 primacy ABS
forfeiture discharge sites and their 97 discharges, once construction of all the necessary treatment
facilities has been completed, is approximately $1.2 million. These costs were also calculated
using the AMDTreat model developed by OSM. Currently, there is no established, legally-
enforceable, means to generate the revenue to pay the annual operation and maintenance costs
(including recapitalization costs) associated with the primacy ABS discharge sites. The changes
made for this final rulemaking are intended to provide a legally enforceable mechanism for
paying the costs of treating the discharges at the ABS Legacy Sites in perpetuity. The final
rulemaking restructures the reclamation fee and dedicates other sources of funding for
performing reclamation of the ABS Legacy Sites, including the interest earned by the
reclamation fee moneys and civil penalties assessed pursuant to PASMCRA. See Summary of
Changes to the Proposed Rulemaking in Section E below.

It is important to recognize that the ABS forfeiture discharge sites inventory will continue
to have some sites added to the list. At the time of conversion to the CBS there were some
surface coal mining sites, permitted under the primacy ABS, that were not being actively mined
but had post-mining pollutional discharges and the operators were continuing to treat the
discharges. The bonds for these sites were not sufficient to cover the costs to perpetually treat
the discharges. These sites remain part of the ABS legacy until the costs to treat the discharges
in perpetuity are covered by fully-funded financial guarantees. At the time of conversion,
additional bond needed to be posted, or fully-funded trusts established, for 270 treatment
facilities to treat 400 existing post-mining discharges at these sites. As of December 2007,
operators had posted additional bonds, or established trust funds, through the execution of 72
agreements covering 174 discharge treatment facilities treating 244 discharges. Forty-four of the
72 agreements are for full-cost bonds totaling $109.1 million; sixteen are fully-funded trusts
totaling $45.5 million; eleven involve trusts being funded over time that will total $43.1 million
when fully funded. Negotiations are currently ongoing for 22 agreements for 55 facilities and 59
discharges, with a total estimated financial obligation (bond or trust) of $57.8 million. It was
expected that about 124 agreements would be needed to fund the entire set of 270 treatment
facilities.



As of December 2007, there remained 45 primacy ABS permits with 85 post-mining
discharges where the permittee has yet to post a full-cost financial guarantee, but the bond
currently posted for the site has not been forfeited. It is not possible to know how many of these
45 permits will ultimately be forfeited and added to the primacy ABS forfeiture discharge
inventory. The operator may ultimately default on its obligation at some of these sites and such
defaulted sites would become part of the ABS legacy for which the Department must assure
long-term funding for discharge treatment. This final rulemaking addresses this uncertainty, in
part, through a mechanism to adjust the amount of the reclamation fee, and by maintaining a
$3,000,000 cash reserve in the Reclamation Fee O&M Trust Account. The Department
determined the amount of the cash reserve by taking into account the expected annual operation
and maintenance costs up until January 1, 2010 (when the fee can be adjusted). Another
consideration was the cost to maintain treatment at ABS sites that may be forfeited. The
conditions which must be met before the ABS Legacy Sites Trust Account is actuarially sound
are intended to assure the generating of sufficient funds for the Department to pay the discharge
treatment costs for the entire class of ABS Legacy Sites.

Available Revenue Sources for Reclamation of ABS Legacy Sites

As part of its development of this final rulemaking, the Department also examined
existing funds and revenue sources available to pay for the required reclamation of primacy ABS
forfeiture discharge sites. Funds which may be used for reclamation are currently held in the
SMCR Fund and are tracked in various accounts. The available funds which may be used to help
pay for treatment of discharges at ABS forfeiture sites include the money collected from bonds
forfeited at ABS discharge sites and excess bond money in the released bond account. When a
bond is forfeited and collected, the money is deposited in the restricted bond account. This
money may only be used for reclamation activities for the permit for which it was posted, unless
it is determined that the reclamation is unreasonable, unnecessary or impossible. If any of these
restricted funds are not needed to reclaim the site for which they were posted, then they are
transferred to the released bond account for use to complete other reclamation projects. See 52
P.S. § 1396.18(b). Money in the general operations account in the SMCR Fund may be used for
reclamation, in addition to other purposes provided for in PASMCRA. See 52 P.S. § 1396.18(a);
25Pa.Code§86.187(a)(3);

Current revenue sources which may be used to pay the costs of treating the discharges at
the ABS Legacy Sites were identified. These include the following: (i) revenue from the per-
acre reclamation fee imposed by § 86.17(e); (ii) interest on funds held in the reclamation fee
account; (iii) interest on funds held in the restricted bond account; (iv) interest on the other
moneys held in the SMCR Fund such as moneys in the released bond account or the general
operations account; and, (v) civil penalties assessed pursuant to PASMCRA. At the current rate
of $100 per acre imposed on the operational area of the permit, the reclamation fee is expected to
produce revenue of approximately $200,000 per year. The State Treasurer is responsible for the
management of Commonwealth money and moneys in the SMCR Fund generate interest which
is periodically paid into the fund. The interest income has been at an annual rate of about 5%.
The amount collected for civil penalties assessed under PASMCRA tends to fluctuate from year
to year, however the average annual amount collected over the past six years has been
approximately $300,000.
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Public Response to Elimination of Reclamation Fee in Proposed Rulemaking and Public
Involvement in Development of the Final Rulemaking

The proposed rulemaking was published in the Pa. Bulletin on August 5, 2006. See 36
Pa. Bull. 4200 (Aug. 5, 2006). Public comments were accepted from August 5, 2006 to
September 5, 2006 and the comment period officially closed on November 5, 2006. The
Department received extensive public comments regarding the proposed elimination of the
reclamation fee imposed by § 86.17(e) and the Department's financial means for addressing the
ABS Legacy Sites. The Department proposed to eliminate the reclamation fee for a variety of
reasons: the ABS had been terminated in 2001; active mine sites permitted under the ABS had
been converted to the CBS; operators are being required to post full-cost bonds for the costs to
treat post-mining pollutional discharges which had developed on active mine sites; the General
Assembly had appropriated the money needed to complete the land reclamation of all of the ABS
forfeited sites; and the discharges on ABS forfeited sites were proposed to be addressed in
accordance with the Program Enhancements Document. The public commentators objected to
the proposed elimination of the reclamation fee for various reasons. The comments asserted that
Pennsylvania had a legal obligation to adequately complete the reclamation of all ABS Legacy
Sites, questioned the Department's financial capacity to do so without restructuring the current
system, and recommended that the Department maintain the reclamation fee as part of a system
for paying the ongoing operation and maintenance costs associated with treating post-mining
pollutional discharges at ABS forfeiture sites in perpetuity. A summary of the comments and
responses to the proposed rulemaking is set forth in Section F.

Following the close of the comment period on the proposed rulemaking, and prior to the
appellate Court's decision in the related litigation, the Department presented this rulemaking to
the MRAB at its January 25, 2007 meeting as a final form without having made any changes to
the proposed rulemaking. At the January 25, 2007 meeting, the MRAB was deadlocked in the
vote on a motion to recommend that the Department proceed to final rulemaking and eliminate
the reclamation fee. At that meeting, some MRAB members expressed the view that further
progress in obtaining additional bond money for the primacy ABS discharge sites must be
accomplished before the reclamation fee could be eliminated. After hearing the Department's
report, MRAB members opposed to moving forward with eliminating the reclamation fee stated
that it was premature to eliminate the fee because the Department did not have sufficient funds
on hand to cover the costs to treat the discharges at all ABS Legacy Sites.

The deadlock in the MRAB's vote, the views expressed by MRAB members at the
January 2007 meeting, the public comments on the proposed rulemaking, and ultimately the
decision by the Third Circuit in Kempthorne discussed above, resulted in the Department's
reconsideration of the advisability of eliminating the reclamation fee as part of this rulemaking.
In the wake of the August 2007 Court decision in Kempthorne, the Department sought the advice
of the MRAB on how to proceed in response to that decision. A series of MRAB meetings were
held specifically so that the Department could obtain advice and recommendations from the
MRAB based upon: the Third Circuit court decision, the outstanding required program
amendment and Part 732 Notice issued by OSM, and the public comments on the proposed
rulemaking. This issue was on the agenda at the meetings of the full MRAB on October 25,
2007 and the special meeting on November 29, 2007. In addition, the Regulation, Legislation
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and Technical Committee of the MRAB met on October 17, 2007 and November 15, 2007 solely
to address this issue.

At its November 29, 2007 meeting, the MRAB unanimously recommended that the
Department address the ABS Legacy Sites by means of the following components. First, the
Department should retain the reclamation fee and should dedicate the money collected from
imposition of the fee solely for the purpose of paying operation and maintenance costs for the
discharges on the ABS Legacy Sites. Second, the amount of the reclamation fee should be
maintained at its current rate of $100 for two years. After two years, it should be adjusted by
operation of law so as to generate sufficient funds to pay operation and maintenance costs for
discharges on the ABS Legacy Sites until a permanent alternate source of funding is found and
the reclamation fee can be discontinued. Third, the Department should also dedicate money
from certain other specific sources for use in paying operation and maintenance costs for ABS
Legacy Sites. The MRAB suggested dedicating the moneys received from civil penalties
collected under PASMCRA, a portion of the interest earned on other moneys held in the SMCR
Fund (to be determined at the Department's discretion), and funds from certain other identified
sources. Lastly, the MRAB requested that the Department present its annual review and
proposed adjustment of the reclamation fee amount to the MRAB for review and comment in
advance of the adjusted amount being published in the Pennsylvania Bulletin, and that the final
rulemaking include a provision expressly noting that the Department's determination of the
adjusted amount is appealable to the Environmental Hearing Board. The MRAB agreed with the
Department's proposal to create a separate restricted ABS Legacy Sites Account which would
hold the collected bonds on primacy ABS forfeited discharge sites and the interest generated by
those funds.

The Department met informally with OSM between August 2007 and January 2008 in
order to discuss compliance with the appellate court decision in Kempthorne, and the
Department's response to the outstanding required program amendment in 30 CFR § 938.16(h)
and the Part 732 Notice issued by OSM and reinstated by the Court. On November 6, 2007,
OSM provided some direction in a letter to the Department regarding its expectations for a
program amendment to address the ABS deficiencies. The letter stated that the Department
should focus its attention on "developing an amendment that provides enforceable guarantees
that satisfy the financial obligations prescribed by § 800.1 l(e) for those reclamation obligations
not covered by full cost bonds." The November 6, 2007 letter from OSM also stated that "the
amendment needs to identify the specific revenue sources to be used, and include a requirement
that the revenue generated be directed towards the reclamation of mine sites that were permitted
after Pennsylvania obtained programmatic 'primacy' in 1982."

The Department drafted changes to this rulemaking in response to the MRAB and OSM
recommendations, and to the public comments received on the proposed rulemaking. The
Department then sought public comment on the changes being made between proposed and final
rulemaking through an Advanced Notice of Final Rulemaking. On January 5, 2008, an
Advanced Notice of Final Rulemaking was published in the Pennsylvania Bulletin seeking
comments on the changes from proposed to final rulemaking and providing thirty days to submit
such comments. See 38 Pa. Bull. 80 (Jan. 5, 2008). A summary of the comments and responses
to the Advanced Notice of Final Rulemaking is set forth in Section F.I below.
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At the MRAB meeting on January 10, 2008 members of the MRAB commented on the
draft of the final ralemaking issued as part of the Advanced Notice of Final Rulemaking and
suggested several changes to the draft. First, the MRAB recommended strengthening the text of
the provisions establishing the Reclamation Fee O&M Account and ABS Legacy Sites Account
to better prevent the funds in these accounts from being used for some purpose other than paying
costs associated with the treatment of discharges on the ABS Legacy Sites. The MRAB did not
think that the provisions limiting how the Department could use the money were a sufficient
protection. Second, the MRAB asked that the $50 minimum amount set for the reclamation fee
be removed from the draft issued with the Advanced Notice of Final Rulemaking. Third, they
requested that only "excess" moneys in the Reclamation Fee O&M Account should be available
for transfer to the ABS Legacy Sites Account. Finally, the MRAB recommended that a
provision be added expressly stating that an alternate source of funding in lieu of the reclamation
fee could be used if that alternate funding source was sufficient to maintain the $3 million
balance and cover the annual costs of treating the discharges at all ABS Legacy Sites. The final
rulemaking was formally presented for consideration by the MRAB at its meeting on January 10,
2008, at which time the Department requested the MRAB's approval of the final rulemaking.
After making the recommendations for changes described above, the MRAB voted unanimously
to recommend this final rulemaking for approval. The Department incorporated changes in
response to these MRAB recommendations into the final rulemaking.

The Department also met individually with representatives of the surface mining
industry, OSM, and interested citizens groups in order to solicit comments on the final
rulemaking as proposed in the Advanced Notice of Final Rulemaking. The amendments made to
the reclamation-fee section (§ 86.17(e)) and the use-of-money section (§ 86.187) in this final
rulemaking respond to recommendations made by the MRAB, to public comments made in
response to the Advanced Notice of Final Rulemaking, and to comments made by OSM, the
regulated industry and interested citizens groups. See Summary of Changes to the Proposed
Rulemaking in Section E below.

Bond Forfeiture Program Corrections

The amendments to the bond forfeiture regulations in §§ 86.187(b)—86.190 will make
these sections consistent with Federal regulations, and are necessary to satisfy conditions for
maintaining primacy of the Commonwealth's regulatory program. OSM previously disapproved
certain aspects of these regulations and required amendments to make the regulations as effective
as Federal law. See 30 CFR § 938.16(mm)-(qq) (required program amendments for
Pennsylvania); 56 FR 55080 (October 24, 1991). These amendments will satisfy the
requirements set forth in 30 CFR § 938.16(mm)~(qq). No changes were made to these bond-
forfeiture amendments between proposed and final rulemaking.

E. Summary of Changes to the Proposed Rulemaking

The following sections have been revised or added in the final rulemaking.
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The term ABS Legacy Sites has been added to the list of terms in § 86.1 because it is used
throughout the amendments to § 86.17(e) and § 86.187 made as part of this final rulemaking.
The term ABS Legacy Sites connotes a certain class of surface coal mine sites which were
permitted under the Department's primacy alternate bonding system. These sites have post-
mining pollutional discharge(s), the operator has defaulted on its obligation to adequately treat
the discharge(s), and the operator's financial guarantee for reclamation is insufficient to cover
the cost of treating the discharge in perpetuity. The Department's means for addressing
reclamation of the ABS Legacy Sites, including the cost of treating the discharges in perpetuity,
is the subject of the ruling of the Third Circuit Court of Appeals in the Kempthorne case
discussed above, and the focus of public comments on the proposed rulemaking. The cost of
treating the discharges at these sites is being addressed by the amendments to § 86.17(e) and §
86.187 made as part of this final rulemaking.

The term Operational Area is being added to § 86.1 in order to help clarify the
amendments to § 86.17(e) concerning the manner in which the reclamation fee is assessed in the
context of a conventional bonding system. Following conversion to the CBS, the Department's
practice has been to assess the per-acre reclamation fee on each acre of the approved operational
area, as opposed to all acreage covered by the surface mining permit. Amendments to § 86.17(e)
clarifying that the reclamation fee is assessed only for the operational area, and the definition for
the term Operational Area, are being added in response to public comments regarding the
Department's practice of assessing the reclamation fee and the textual ambiguities in § 86.17(e)
created by the Department's conversion to the conventional bonding system.

§ 86.1 (definition of "Operation and Maintenance Costs")

The term Operation and Maintenance Costs is being added to § 86.1 in order to help
clarify the amendments to § 86.17(e) and § 86.187 concerning how certain moneys are to be used
to treat discharges on a certain class' of bond forfeiture sites - the ABS Legacy Sites. The
definition for the term Operation and Maintenance Costs is being added in response to public
comments and comments of the MRAB.

§86.1 (definition of "Primacy Alternate Bonding System")

The term Primacy Alternate Bonding System is being added to § 86.1. The ABS Legacy
Sites, which are the focus of the Kempthorne case and the public comments received in response
to the proposed rulemaking, are a class of coal mine sites which were permitted under the
"primacy alternate bonding system" and have certain additional characteristics described in the
definition for "ABS Legacy Sites." It is necessary to distinguish sites permitted under the
Department's alternate bonding system from those converted to, or originally permitted under,
the conventional bonding system in order to accurately identify the ABS Legacy Sites. It is also
necessary to distinguish further between the "primacy" alternate bonding system and the
alternate bonding system that was employed by Pennsylvania for surface coal mine sites prior to
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Pennsylvania obtaining primacy in My 1982, because the pre-primacy ABS sites are not subject
to the requirements of 30 CFR § 800.1 l(e). This term and its definition are needed to accurately
identify the class of mine sites being addressed by the amendments to § 86.17(e) and § 86.187
made as part of this final rulemaking.

§ 86.1 (definition of "Recapitalization Costs")

The term Recapitalization Costs is being added to the list of terms in § 86.1. When
calculating the costs to treat post-mining pollutional discharges at mine sites in perpetuity, the
Department must include an amount to cover the costs to replace discharge treatment facility
components over time (as such components simply wear out or otherwise need to be replaced).
It may also be cost effective to replace a particular treatment system with another system that
costs substantially less to operate and maintain in the long run. This term is needed to assure that
these specific equipment-replacement costs are identified as part of the ongoing costs for treating
post-mining discharges at the ABS Legacy Sites. Recapitalization costs are expressly included
as part of the operation and maintenance costs for treating discharges at ABS Legacy Sites in
changes being made to § 86.17(e) and § 86.187.

§ 86.17(e) (reclamation fees)

The proposed rulemaking amended this subsection to discontinue collection of the per-
acre reclamation fee for surface mining activities upon publication of the rulemaking as final in
the Pennsylvania Bulletin. In response to public comments and the Third Circuit ruling in
Kempthorne, and in accordance with the recommendation of the MRAB, the Department
determined that the reclamation fee is an adjustable source of revenue that should be used to help
cover the costs of treating discharges at the ABS Legacy Sites. Consequently, the Department
decided not to repeal the reclamation fee as proposed. The final rulemaking retains the
reclamation fee, and amends the text of § 86.17(e) to clarify the application of this subsection in
the context of the conventional bonding system. The amended text clarifies that the fee is
assessed for each acre of the approved operational area of the permit, reflecting the Department's
current practice. The amendments that clarify the manner the reclamation fee is assessed were
made in response to public comments concerning the Department's practice and the textual
ambiguities in § 86.17(e) created by conversion to the conventional bonding system. Provisions
in this subsection pertaining to deposit of the reclamation fee in the SMCR Fund and its use for
reclaiming forfeited mine sites have been deleted and reworked into a new paragraph (1) which
is being added in this final rulemaking. Finally, minor editorial changes were made by adding
references to § 86.143 (relating to the requirement to file a bond) and to the exception for
renaming areas provided in § 86.283(c). .

§ 86.T7(e)(l) (deposit and use of reclamation fees)

This provision, in conjunction with § 86.187(a)(l), establishes a separate subaccount
within the SMCR Fund called the Reclamation Fee O&M Trust Account, and requires the
Department to deposit all reclamation fees it collects into the Reclamation Fee O&M Trust
Account. This subsection also requires that the Department use the reclamation fees only for the
purpose of paying the costs associated with treating post-mining pollutional discharges at ABS
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Legacy Sites. In addition, this paragraph requires that all interest earned on the moneys in the
Reclamation Fee O&M Trust Account be deposited into the account and be used only to pay the
costs associated with treating post-mining pollutional discharges at ABS Legacy Sites. The
name of this account reflects that it is a trust established by this rulemaking and that the funds
contained in the account are held in trust by the Commonwealth for the benefit of the people to
be used by the Commonwealth to treat post mining pollutional discharges at ABS Legacy Sites.
In response to the public comments on the proposed rulemaking, and the Third Circuit ruling in
Kempthome, the Department determined that the reclamation fee is an adjustable source of
revenue that should be used to help cover the costs of treating discharges at the ABS Legacy
Sites. Moreover, to comply with the Court's ruling, the Department must identify and dedicate
specified sources of revenue that will generate enough money to cover the costs for treating
discharges at these sites. This subsection has been added to the final rulemaking as part of an
enforceable regulatory mechanism for assuring that the Department always has sufficient funds
to cover the costs of reclamation, including the costs of treating post-mining pollutional
discharges in perpetuity, at all the ABS Legacy Sites.

§ 86.17(e)(2) (preparation of fiscal-year report on Reclamation Fee O&M Trust Account)

This provision requires the Department to prepare a report after the end of each fiscal
year containing financial analysis and projections of the revenues and expenditures of the
Reclamation Fee O&M Trust Account. The report must be made available for review by the
MRAB and the general public. This provision establishes a process by which the MRAB and the
general public can examine the Department's expenditure of funds from the Reclamation Fee
O&M Trust Account for the treatment of discharges at the ABS Legacy Sites, the amount of
revenue deposited into the account during the prior fiscal year from the various dedicated
revenue sources, and the projected expenditures and projected revenue. This provision will
assist OSM, the MRAB, affected persons in the industry, and interested members of the public,
with their oversight of the Department's compliance with the requirements of 30 CFR
§ 800.1 l(e) as applied to the ABS Legacy Sites, the Court ruling in Kempthome, and the
required program amendment at 30 CFR § 938.16(h). The fiscal year-end report will also serve
as the vehicle by which the Department will provide these same stakeholders with an opportunity
to review and comment on the calculation of the amount of the reclamation fee pursuant to
§§86.17(e)(3)and(4).

§ 86.17(e)(3) (amount of the reclamation fee)

The amount of the reclamation fee is currently set at $100 per acre. Section 86.17(e)(3)
requires the fee amount to be maintained at $100 per acre until December 31, 2009. After this
initial period at $100 per acre, the reclamation fee will be annually adjusted based on criteria
specified in §§ 86.17(e)(3) and (4). Members of the regulated industry expressed their intention
to seek the establishment of a permanent alternative funding source which could take the place of
the reclamation fee by providing all the funds needed to pay the annual operation and
maintenance costs for the ABS Legacy Sites. The MRAB recommended that the regulations
include express provisions regarding the use of a permanent alternative funding source in lieu of
the reclamation fee. In response to this recommendation of the MRAB and to comments made
by the regulated industry on the Advanced Notice of Final Rulemaking, this section also includes
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provisions concerning the potential for a permanent alternative source of funding to be used in
lieu of the reclamation fee—if that alternative funding source meets the conditions in §§
86.17(e)(3)(i) and (ii). Section 86.17(e)(3) provides that the Department will begin annually
adjusting the amount of the reclamation as of January 1,2010, and will continue to do so, until
either a permanent alternative funding source is established or the ABS Legacy Sites Trust
Account becomes actuarially sound. Section 86.17(e)(3)(i) makes clear that the reclamation fee
will be adjusted annually until the ABS Legacy Sites Trust Account is actuarially sound, unless a
permanent alternative funding source in place of the reclamation fee is used to fund the
Reclamation Fee O&M Trust Account. Section 86.17(e)(3)(ii) establishes the conditions that a
permanent alternative funding source must meet before the reclamation fee could be
discontinued and the permanent alternative source used in its stead. Such an alternative funding
source must be permanent; must provide sufficient revenues to maintain a balance in the
Reclamation Fee O&M Trust Account of at least $3,000,000; and, must provide sufficient
revenue to pay the annual operation and maintenance costs for all the ABS Legacy Sites.

§ 86.17 (e)(4) (amount of the reclamation fee)

The Department expects that the adjusted amount of the reclamation fee will become
effective as of January 1, 2010 and will be similarly made effective on that date each year
thereafter. Section 86.17(e)(3) sets the basic parameters for annually adjusting the amount of the
reclamation fee, and § 86.17(e)(4) lists the specific factors to be used in the Department's
calculation of the adjusted amount. Section 86.17(e)(3) requires that the reclamation fee be
annually adjusted so as to ensure that there are sufficient revenues to maintain a balance of at
least $3,000,000 in the Reclamation Fee O&M Trust Account. Following the close of the
Commonwealth's 2008-09 fiscal year (in June 2009), the Department must prepare its year-end
financial analysis of the Reclamation Fee O&M Trust Account pursuant to § 86.17(e)(2). The
2008-09 fiscal-year report must include the Department's calculation of the amount of the
reclamation fee for the upcoming calendar year commencing on January 1, 2010. Section
86.17(e)(4) prescribes the factors to be used for making the calculation—essentially an analysis
of the revenues and expenditures for the past year and projected revenues and expenditures for
the current fiscal year.

The Department recognizes the reclamation fee as a flexible source of funding for the
operation and maintenance costs associated with treating discharges at the ABS Legacy Sites.
Sections 86.17(e)(3) and (4) establish a mechanism for annually adjusting the amount of the
reclamation fee. The adjustment procedure is necessary to accommodate the fluctuations in the
operation and maintenance costs for treating pollutional discharges at the ABS Legacy Sites that
will occur over time. The adjustment procedure is also necessary in order to maintain a
sufficient cushion in the Reclamation Fee O&M Trust Account to prevent pollution and assure
that the Department has sufficient money at any time to treat the discharges at the ABS Legacy
Sites. A flexible mechanism for adjusting the fee, up or down, will assure that the Department
always has sufficient funds on hand to cover the costs of treating the discharges at all the ABS
Legacy Sites—thereby enabling Pennsylvania's bonding program to meet the requirements of 30
CFR § 800.11 (e)—while simultaneously avoiding collection of excessive reclamation fee
amounts from mine operators.
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§ 86.17(e)(5) (publishing amount of the adjusted reclamation fee; calculation appealable)

Section 86.17(e)(5) is added to prescribe a procedure for the Department to publish the
amount of the adjusted reclamation fee. The Department must review its calculation of the
adjusted reclamation fee amount at a public meeting of the MRAB (most likely in October of
each year), where the members of the MRAB, affected persons in the industry, and the general
public, will have an opportunity to comment on the Department's financial report and its
calculation of the adjusted amount of the fee. The Department will subsequently publish the
adjusted amount of the reclamation fee in the Pennsylvania Bulletin, the adjusted amount to be
effective upon publication. This provision also states that the Department's calculation of the
adjusted reclamation fee is a final action appealable to the Environmental Hearing Board, which
the MRAB recommended be included as an express provision in the changes to the final
rulemaking. Section 86.17(e)(5) balances the Department's need for a flexible mechanism to
assure funding to treat discharges at the ABS Legacy Sites with the interests of the industry and
the public in reviewing, commenting on, and challenging (before an independent forum) the
Department's administration of the Reclamation Fee O&M Trust Account and the calculation of
the new reclamation fee.

§ 86.17 (e)(6) (conditions for ceasing collection of reclamation fee)

Section 86.17(e)(6) requires the Department to cease assessment and collection of the
reclamation fee when the ABS Legacy Sites Trust Account, established pursuant to §
86.187(a)(i), is actuarially sound. The conditions which must be met for the ABS Legacy
Account to become actuarially sound are prescribed here and in § 86.187(a)(2)(ii). The
Department's current estimate of the annual operation and maintenance costs for treating the
discharges at the ABS Legacy Sites is approximately $1.2 million. However, the ultimate annual
amount for operation and maintenance costs may change significantly depending upon the
number of additional underfunded sites which go into default and other relevant factors. When
financial guarantees sufficient to cover reclamation costs have been approved for all mine sites
permitted under the primacy ABS, no additional sites will need to be added to the class of ABS
Legacy Sites.. Once the Department completes construction of all necessary discharge treatment
systems for all of the ABS Legacy Sites, the Department will ascertain the amount of annual
operation and maintenance costs, including recapitalization costs, which will be necessary to
treat the discharges at all of the ABS Legacy Sites. This provision allows the Department to
cease collection of the reclamation fee when the ABS Legacy Account contains funds which
generate interest at a rate sufficient to pay the annual operation and maintenance costs for
treating post-mining pollutional discharges at all the ABS Legacy Sites. At that point, the
Department will always have sufficient funds on hand in the ABS Legacy Sites Account to cover
the costs of treating the discharges at all the ABS Legacy Sites, and Pennsylvania will have met
the requirements of 30 CFR § 800.1 l(e) without the need for additional revenue from the
reclamation fee.

§ 86.187 (a)(l) (deposit of reclamation fee into Reclamation Fee O&M Trust Account)

This provision, in conjunction with § 86.17(e)(l), has been amended to establish a
separate subaccount within the SMCR Fund called the Reclamation Fee O&M Trust Account,
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and to require that the reclamation fees collected by the Department pursuant to § 86.17(e) must
be deposited into the Reclamation Fee O&M Trust Account. The provision also directs that the
interest accrued on collected reclamation fees must be deposited into the Reclamation Fee O&M
Trust Account. Section 86.187 (relating to use of money) specifies the purposes for which the
Department must use moneys from fees, fines, penalties, bond forfeitures and other moneys
received under PASMCRA, as well as interest earned on these moneys. By requiring through
regulations that certain identified funding sources must be used to pay the costs of treating the
discharges at the ABS Legacy Sites, the Department is establishing an enforceable regulatory
mechanism for assuring that the Department always has sufficient funds to cover the costs of
reclamation, including the costs of treating post-mining pollutional discharges in perpetuity, at
all the ABS Legacy Sites. The enforceable regulatory mechanism created by the amendments to
the final rulemaking will enable Pennsylvania's bonding program to meet the requirements of 30
CFR§800.11(e).

§ 86.187 (a) (l)(i) (deposit of civil penalties into Reclamation Fee O&M Trust Account)

Under § 18(a) of PASMCRA, civil penalties collected pursuant to that statute may be
used by the Department for reclamation of surface coal mine sites, restoration of water supplies
affected by surface coal mining, or for any other conservation purposes provided by PASMCRA.
52 P.S. § 1396.18(a). The Department is thus authorized to use civil penalty moneys, as a
supplement to forfeited bonds, for purposes of reclaiming the ABS Legacy Sites including
treatment of post-mining pollutional discharges at these sites. New § 86.187(a)(l)(i) will require
the Department to deposit into the Reclamation Fee O&M Trust Account the moneys collected
from civil penalties assessed pursuant to PASMCRA, and to use those moneys deposited into the
account to pay the costs associated with treating discharges at the ABS Legacy Sites. This
provision responds to public comments on the proposed rulemaking regarding assurance of
adequate funding to treat the discharges at the ABS Legacy Sites, as well as to the court ruling in
the Kempthorne case regarding the obligation of the Department to meet the requirements of 30
CFR § 800.1 l(e). To comply with the Court's ruling, the Department must identify and dedicate
specified sources of revenue that combined will generate enough money to cover the costs for
treating discharges at all the ABS Legacy Sites. This subsection identifies a source of revenue—
civil penalties collected pursuant to PASMCRA—and requires the Department to use this source
of revenue to fund the discharge-treatment costs of the ABS Legacy Sites. As such, this
provision is added to the final rulemaking as part of an enforceable regulatory mechanism for
assuring that the Department always has sufficient funds to cover the costs of reclamation,
including the costs of treating post-mining pollutional discharges in perpetuity, at all the ABS
Legacy Sites.

This provision recognizes that a percentage of the civil penalties collected must be
allotted to the Environmental Education Fund by law. See 35 P.S. § 7528. Section
86.187(a)(l)(i) also caps the amount of civil penalties that must be deposited into the
Reclamation Fee O&M Account during a single fiscal year at $500,000. If the Department
collects more than $500,000 in civil penalties during a fiscal year, section 86.187(a)(l)(i) gives
the Department discretion to deposit the excess amount into the SMCR Fund where it may be
used for the purposes described in § 86.187(a)(3).
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§ 86.187 (a)(l)(ii) (deposit of interest earned on other moneys in the SMCR Fund into
the Reclamation Fee O&M Trust Account)

Similar to the deposit of civil penalties required by § 86.187(a)(l)(i), this section is being
added to authorize the Department to deposit into the Reclamation Fee O&M Trust Account a
portion of the interest which is earned on other moneys in the SMCR Fund. The SMCR Fund
contains moneys from released bonds, license fees, and other sources; these moneys earn interest
which may be used by the Department for the purposes specified by § 18(a) of PASMCRA. See
52 P.S. § 1396.18(a); 25 Pa. Code § 86.187(a). This provision identifies another source of
revenue to be used to fund the discharge-treatment costs of the ABS Legacy Sites. Section
86.187(a)(l)(ii), like § 86.187(a)(i), is being added to the final rulemaking as part of an
enforceable regulatory mechanism for assuring that the Department always has sufficient funds
to cover the costs of reclamation, including the costs of treating post-mining pollutional
discharges in perpetuity, at all the ABS Legacy Sites. Notably, this provision gives the
Department discretion as to the amount of the interest earned on other moneys in the SMCR
Fund which will be deposited into the Reclamation Fee O&M Trust Account during any given
fiscal year.

§ 86.187 (a) (1) (in) (deposit of other moneys into the Reclamation Fee O&M Trust Account)

Section 86.187(a)(l)(iii) will give the Department regulatory authority to deposit other
monies from sources such as legislative appropriations or donations into the Reclamation Fee
O&M Trust Account. In addition, in the event a change in the applicable law provides for it, this
provision will give the Department regulatory authority to deposit into the Reclamation Fee
O&M Trust Account the fees that will be collected for "sum-certain financial guarantees needed
to facilitate full-cost bonding" (colloquially called "conversion assistance financial guarantees"
or "conversion, assistance bonds"). Pursuant to § 213 of the General Appropriation Act of 2001
(P.L. 979, No. 2001-6A), the Legislature appropriated $7 Million to the Department for purposes
of establishing a financial guarantee program to assist with the conversion to full-cost bonding.
Section 213 of the General Appropriation Act of 2001 also authorized the Department to collect
fees for the conversion assistance financial guarantees issued by the Department as part of the
program, although the law requires these fees be used to help finance reclamation of the sites
participating in the conversion assistance financial guarantee program which have been forfeited.
See General Appropriation Act of 2001 (P.L. 979, No. 2001-6A) at § 213 (appropriating
$7,000,000 for "the conservation purpose of providing sum-certain financial guarantees needed
to facilitate full-cost bonding for a fee and, in the event of forfeiture, to finance reclamation of
the forfeited surface mining site in an amount not to exceed the sum-certain financial
guarantee"). In response to the recommendation of the MRAB, the Department added §
86.187(a)(l)(iii) to the final rulemaking in order to provide explicit regulatory authority for the
Department to deposit moneys from other sources into the Reclamation Fee O&M Trust Account
where the moneys will be used to fund the costs associated with treating discharges at the ABS
Legacy Sites.
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Section 86.187(a)(l)(iv) specifies that all moneys deposited into the Reclamation Fee
O&M Trust Account must be used to pay the costs associated with treating the post-mining
pollutional discharges at the ABS Legacy Sites. As with the other amendments to § 86.187(a)(l)
added for the final rulemaking, this provision creates an enforceable regulatory mechanism for
assuring that the Department always has sufficient funds to cover the costs of reclamation,
including the costs of treating post-mining pollutional discharges in perpetuity, at all the ABS
Legacy Sites. As part of its approval of this final rulemaking, the MRAB recommended that the
Department strengthen the text of the regulations to make it clear that the moneys in the
Reclamation Fee O&M Trust Account and the ABS Legacy Sites Trust Account may only be
used for the purpose of paying the costs associated with discharges at the ABS Legacy Sites. In
response to the MRAB's recommendation, the Department is declaring through this final
rulemaking that the Department is establishing the Reclamation Fee O&M Trust which is an
account in the SMCR Fund. The Department has included language in § 86.187(a)(l)(iv) that
specifically establishes the trust called the Reclamation Fee O&M Trust Account. This provision
explicitly states that the moneys held in the Reclamation Fee O&M Trust Account are being held
by the Commonwealth in trust for the benefit of all the people of the Commonwealth in order to
protect their rights under Article I, § 27 of the Pennsylvania Constitution. The Commonwealth's
exercise of its fiduciary duties to manage and use these moneys for the purposes specified will
assure the Department has sufficient funds to cover the annual treatment costs at ABS Legacy
Sites until the ABS Legacy Sites Trust Account is actuarially sound which will meet the court
ruling in the Kempthorne case regarding the obligation of the Department to meet the
requirements of 30 CFR § 800.11(e).

§ 86.187 (a)(2) (use of moneys received from forfeiture of bonds)

A minor editorial change is being made to this provision to clarify that moneys received
from the Department's forfeiture of bonds on ABS Legacy Sites will be used to reclaim the land
and restore water supplies affected by the surface mining operations upon which liability was
charged on the bond, and, more specifically, in accordance with the provisions in §§
86.187(a)(2)(i) and (ii) which are being added as part of this final rulemaking.

§ 86.187 (a) (2) (i) (deposit of moneys from bonds forfeited on ABS Legacy Sites into
separate subaccount)

Section 86.187(a)(2)(i) establishes a separate subaccount within the SMCR Fund called
the ABS Legacy Sites Trust Account. The moneys received from the bonds forfeited on ABS
Legacy Sites, and all interest accrued on such moneys, must be deposited into the ABS Legacy
Sites Trust Account according to new § 86.187(a)(2)(i). Section 86.187(a)(2)(i) will also provide
regulatory authorization for the Department to deposit moneys from other sources, such as
appropriations, donations, or interest earned on other moneys in the SMCR Fund, into this
account. Finally, § 86.187(a)(2)(i) authorizes the Department to transfer "excess" moneys from
the Reclamation Fee O&M Trust Account into the ABS Legacy Sites Trust Account, upon
review and recommendation of the MRAB. The MRAB recommended that the Department's
authority to transfer funds from the Reclamation Fee O&M Trust Account be limited to "excess"
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moneys in the Reclamation Fee O&M Trust Account. The MRAB did not explain what would
constitute "excess" funds; this provision requires the Department to seek the MRAB's review
and recommendation prior to transferring any "excess" funds. Section 86.187(a)(2)(i) responds
to public comments on the proposed rulemaking regarding assurance of adequate funding to treat
the discharges at the ABS Legacy Sites, as well as to the court ruling in the Kempthorne case
regarding the obligation of the Department to meet the requirements of 30 CFR § 800.11(e).

Section 86.187(a)(2)(i) will establish a kind of savings account for moneys ultimately to
be used to pay the annual operation and maintenance costs associated with all of the ABS Legacy
Sites. The Department currently has approximately $4.8 Million in forfeited bonds held for
primacy ABS forfeited discharge sites; these funds will constitute the initial principal in the ABS
Legacy Sites Trust Account. Section 86.187(a)(2)(iii), discussed below, prohibits the
Department from making any disbursements from the ABS Legacy Sites Trust Account until the
account becomes actuarially sound. The Reclamation Fee O&M Trust Account will be used to
pay the ongoing operation and maintenance costs on a pay-as-you-go basis, while funds in the
ABS Legacy Sites Trust Account accumulate from earned interest and other potential income
sources. The amendments to § 86.17(e) in this final rulemaking will enable the Department to
annually replenish and maintain funds in the Reclamation Fee O&M Trust Account sufficient to
cover the annual operation and maintenance costs for treating discharges at the ABS Legacy
Sites for the foreseeable future. In the meantime, the ABS Legacy Sites Trust Account will grow
to the point that the interest earned on that account will be enough to cover all the annual
operation and maintenance costs for the ABS Legacy Sites, without the need to generate any
additional revenue from other sources such as the reclamation fee.

§ 86.187 (a) (2) (ii) (restriction on use of moneys in ABS Legacy Sites Trust Account)

This provision requires that all moneys deposited into the ABS Legacy Sites Trust
Account be used only to pay the operation and maintenance costs for treating discharges at the
ABS Legacy Sites. As in § 86.187(a)(l)(iv), and in response to the MRAB's comments, the
Department is declaring through this final rulemaking that it is establishing the ABS Legacy
Sites Trust as an account in the SMCR Fund. The Department has included language in §
86.187(a)(2)(ii) that specifically establishes the trust called the ABS Legacy Sites Trust Account.
This regulation explicitly states that all moneys deposited in the ABS Legacy Sites Trust
Account are held by the Commonwealth in trust for the benefit of the people of the
Commonwealth to protect their rights under Article 1, Section 27 of the Pennsylvania
Constitution, and these funds may only be used to pay the costs associated with treating
discharges at the ABS Legacy Sites. The Commonwealth's exercise of its fiduciary duties to
manage and use. these moneys for the purposes specified will assure the Department has
sufficient funds to cover annual treatment costs at ABS Legacy Sites which will meet the court
ruling in the Kempthorne case regarding the obligation of the Department to meet the
requirements of 30 CFR § 800.11 (e).

§ 86.187(a)(2)(iii), (A), (B), (C) (restrictions on ABS Legacy Sites Trust Account)

Section 86.187(a)(2)(iii) prohibits the Department from making any disbursements from
the ABS Legacy Sites Trust Account until the account becomes actuarially sound. The
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conditions which must be met for the ABS Legacy Sites Trust Account to become actuarially
sound are prescribed here. Three conditions must be met before the ABS Legacy Sites Trust
Account will be actuarially sound. First, financial guarantees sufficient to cover all reclamation
costs must have been approved by the Department for all mine sites permitted under the primacy
ABS. At the time of conversion to the CBS there were some surface coal mining sites, permitted
under the primacy ABS, that were not being actively mined but had post-mining pollutional
discharges and the operators were continuing to treat the discharges. The bonds for these sites
were not sufficient to cover the costs to perpetually treat the discharges. These sites remain part
of the ABS legacy until the costs to treat the discharges in perpetuity are covered by fully-funded
financial guarantees, at which time they will be full cost bonded under the conventional bonding
system. The Department has been working to obtain fully-funded financial guarantees for these
ABS-permitted discharge sites, but some of these continue to be underfunded. The operator may
ultimately default on its obligation at some of these underfunded sites and such defaulted sites
would become part of the class of ABS Legacy Sites for which the Department must assure long-
term funding for discharge treatment. When financial guarantees sufficient to cover reclamation
costs have been approved for all mine sites permitted under the primacy ABS, no additional sites
will need to be added to the class of ABS Legacy Sites. Second, the Department must have
completed construction of all necessary discharge treatment systems for all of the ABS Legacy
Sites. Once the entire class of ABS Legacy Sites is known, and all necessary discharge treatment
systems have been constructed for these sites, the Department will be able to ascertain the
amount of annual operation and maintenance costs, including recapitalization costs, which will
be necessary to treat all the discharges at all of the ABS Legacy Sites. Once this figure is
known, the third condition precedent may be satisfied, i.e., the ABS Legacy Sites Trust Account
must contain funds which generate interest at a rate and amount sufficient to pay the annual
operation and maintenance costs for treating all post-mining pollutional discharges at all the
ABS Legacy Sites. When the ABS Legacy Sites Trust Account becomes actuarially sound, the
Department will always have sufficient funds on hand in the ABS Legacy Sites Trust Account to
cover the costs of treating the discharges at all the ABS Legacy Sites, and Pennsylvania's
bonding program will meet the requirements of 30 CFR § 800.11(e) without the need for any
revenue from the reclamation fee or the other revenue sources dedicated to the Reclamation Fee
O&M Trust Account.

§ 86.187 (a) (2) (iv) (transfer of remaining funds in Reclamation Fee O&M Trust Account to
ABS Legacy Sites Trust Account)

Section 86.187(a)(2)(iv) provides for termination of the Reclamation Fee O&M Trust
Account when the ABS Legacy Sites Trust Account becomes actuarially sound. This provision
authorizes the Department to transfer the remaining funds in the Reclamation Fee O&M Trust
Account into the ABS Legacy Sites Trust Account when that account, combined with the
Reclamation Fee O&M Trust Account, contains sufficient-funds to pay the annual operation and
maintenance costs for the ABS Legacy Site discharges. At that point, the Reclamation Fee
O&M Trust Account will no longer be necessary and will terminate. In addition, the reclamation
fee (or an alternative permanent funding source established in lieu of the reclamation fee) will no
longer be needed and will cease to be collected, and the deposit of civil penalty moneys into the
Reclamation Fee O&M Trust Account pursuant to § 86.186(a)(l)(i) will also cease.
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§86.283 (c) (exception to paying reclamation fees for remining areas)

The proposed rulemaking would have repealed this subsection which provides an
exception to requirement to the pay per-acre reclamation fees in § 86.17(e) for remining areas for
mine operators approved to participate in the remining financial guarantees program. This
change was proposed for consistency with the change proposed in Section 86.17(e). The final
rulemaking will retain this subsection in its current form, given that the Department has
determined in response to public comments and the ruling of the Court in Kempthorne that the
reclamation fee in § 86.17(e) should be retained. The exception for remining areas provided by
this subsection is an incentive to remining in the Commonwealth which the Department believes
should be continued.

F. Summary of Comments and Responses on the Proposed Rulemaking

The Board approved publication of the proposed amendments at its meeting on May 17,
2006. The proposed amendments were published at 36 Pa. Bull. 4200 (August 5, 2006). Public
comments were accepted from August 5, 2006 to September 5,2006.

One organization, Citizens for Pennsylvania's Future, acting on behalf of a group of six
organizations (including itself), submitted timely comments in response to the proposed
rulemaking. The group of commentators included the Pennsylvania Federation of Sportsmen's
Clubs, Inc., Pennsylvania Chapter Sierra Club, Pennsylvania Trout, Inc., Tri-State Citizens
Mining Network, Inc., Mountain Watershed Association, Inc. and Citizens for Pennsylvania's
Future. The Independent Regulatory Review Commission did not submit comments in regard to
the proposed rulemaking.

The following is a summary of the comments received during the public comment period,
organized according to subject matter.

1) Commenters Submitted Arguments They Presented to the U.S. Court of Appeals for the
Third Circuit in Related Litigation as Comments on the Proposed Rulemaking

(C) Of the group of six organizations that submitted comments, five are plaintiffs in a
federal lawsuit currently pending before the United States District Court for the Middle District
of Pennsylvania called Pennsylvania Federation of Sportsmen's Clubs, Inc. etal. v. Kempthorne,
et al, (No. 03-CV-0220) and a related case in the same court called Pennsylvania Federation of
Sportsmen's Clubs, Inc. etal. v. McGinty, etal, (No. 99-cv-1791). The Kempthorne (previously
called Norton) case names the U.S. Department of the Interior and OSM as defendants; the
Department intervened as a defendant in this litigation. See Pennsylvania Federation of
Sportsmen's Clubs, Inc. et al. v. Norton, et al, 413 F. Supp. 2d 358 (M.D. Pa. 2006). The U.S.
District Court in Norton granted the joint motion of the federal defendants and the Department
requesting dismissal of the case, and the commenters appealed the decision to the U.S. Court of
Appeals for the Third Circuit.

Commenters argued in the litigation that it was a violation of section 509 of FSMCRA,
30 U.S.C. § 1259, and the regulations implementing FSMCRA issued by OSM, specifically 30
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CFR § 800.1 l(e)(l), for the Department to terminate its ABS when it converted to a CBS in
2001. Commenters also argued that, even if the ABS was lawfully terminated in 2001, the
primacy ABS forfeited sites plus any additional sites whose reclamation costs are not fully
covered by CBS bonds, remain subject to the requirements of § 800.1 l(e)(l). As such, the
commenters argued that Pennsylvania remains obligated to provide for the complete reclamation
and treatment of the ABS Legacy Sites and their pollutional discharges by assuring the
Department has available sufficient money to complete reclamation for these sites at any time.
These commenters submitted the arguments in their brief filed with the Court of Appeals as
comments on the proposed repeal of § 86.17(e).

(R) The Third Circuit decided commenters/appellants' appeal and issued an opinion
on August 7, 2007 in which the court reversed, in part, the district court and remanded the case
for further proceedings in accordance with the appellate decision. See Pennsylvania Federation
o/.$,or%mg%'j CMw, 7%c. v. ZempfAome, 497 F.3d 337 (3d Cir. 2007). The Third Circuit
reached two essential conclusions. First, the appellate court agreed with the district court that
Pennsylvania terminated its ABS in August 2001 and effectively converted to a CBS at that time,
and that OSM did not abuse its discretion in approving that conversion. Kempthorne, 497 F.3d
at 349. Second, the Third Circuit concluded that 30 CFR § 800.1 l(e) continues to apply to the
ABS Legacy Sites and "that § 800.1 l(e) requires that Pennsylvania fulfill the obligations it
voluntarily assumed to ensure that these sites are fully reclaimed." Kempthorne, 497 F.3d at
353. To meet the requirements of federal law, Pennsylvania must assure (through a legally
enforceable mechanism) that it will have sufficient money available at any time to complete the
reclamation of all the ABS Legacy Sites, including the treatment of any postmining pollutional
discharges at these sites.

The Department determined that the reclamation fee is an adjustable source of revenue
that should be used to cover the costs of treating discharges at the ABS Legacy Sites and
consequently decided not to repeal the reclamation fee in § 86.17(e) as proposed. The final
rulemaking restructures the reclamation fee as part of the Department's compliance with the
mandate of the Third Circuit ruling and the requirements of 30 CFR § 800.1 l(e). Further
amendments to § 86.17(e) and § 86.187 were made in the final rulemaking in response to these
comments and the ruling of the Court in Kempthorne; these regulatory amendments will require
the Department to dedicate certain identified funding sources to help pay the reclamation costs
for ABS Legacy Sites. The final rulemaking will also establish a procedure for adjusting the
reclamation fee amount. As a result of the amendments, this final rulemaking will establish an
enforceable regulatory mechanism to address the remnants of the primacy ABS in a manner that
meets the requirements of § 800.11(e), the Third Circuit's application of the law to
Pennsylvania's bonding program, and the OSM program amendment at issue in the litigation.

2) Eliminating the Reclamation Fee Required by § 86.17(e) Would Violate Federal Law

(C) Commenters assert that eliminating the per-acre reclamation fee in § 86.17(e)
would violate federal law because the fee is a necessary component of an active ABS in
Pennsylvania and Pennsylvania must maintain an active ABS concurrently with the CBS until
every site bonded under the ABS that remains permitted has completely converted to a CBS by
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posting reclamation guarantees covering the full cost of the remaining reclamation, including
perpetual mine drainage treatment.

(R) The Department disagrees with commenters' broad assertion that the proposed
repeal of § 86.17(e) would necessarily have violated federal law. There is no specific
requirement in federal law for Pennsylvania to impose a per-acre reclamation fee for surface coal
mining activities conducted in the Commonwealth. To maintain its jurisdiction over regulation
of coal surface mining activities, Pennsylvania must maintain a State program in accordance with
the requirements of FSMCRA. See 30 U.S.C. § 1253. State laws may not be inconsistent with
the provisions of FSMCRA, 30 U.S.C. § 1255(a), and, in general, a State program must be at
least as effective as the requirements in FSMCRA. 30 U.S.C. § 1255. There is no specific
provision in FSMCRA regarding imposition of a per-acre reclamation fee like that imposed by §
86.17(e). FSMCRA states a general requirement that before a coal mining permit is issued an
operator must post a performance bond sufficient to assure completion of the reclamation plan if
the work had to be performed by the regulatory authority. 30 U.S.C. § 1259(a). Section 509 of
FSMCRA also allows OSM to approve as part of a state program an "alternative bonding system
that will achieve the objectives and purposes of the bonding program pursuant" to section 509.
30 U.S.C. § 1259(c). The precise details of an acceptable alternative bonding system are not
specified by federal law; thus, a State's alternative bonding system is not specifically required by
federal law to include a per-acre reclamation fee of the type found in § 86.17(e), and it would not
have been a violation of federal law to eliminate the per-acre reclamation fee.

The Department also disagrees with commenters' assertion that Pennsylvania must
maintain an active ABS concurrently with the CBS implemented in 2001. This question was
resolved by the Third Circuit in Kempthorne when it decided that Pennsylvania terminated its
active ABS in August 2001.

3) Discontinuing Collection of the § 86.17(e) Reclamation Fee Would be Unwise

(C) Commenters suggest that it would be unwise to discontinue collection of the per-
acre reclamation fee imposed by § 86.17(e) because the revenue from the reclamation fee could
be used to supplement the CBS. The revenue could be particularly helpful for any actively-
mined permitted sites with long-term mine drainage treatment or substantial land-reclamation
liabilities that are currently under-bonded, in the event that such sites are ultimately abandoned
and the bonds forfeited.

(R) The Department disagrees with commenters that the reclamation fee should be
used to supplement the CBS. The CBS -internalizes the costs of mining and reclamation first and
foremost on a site-by-site/operator-by-operator basis. The most equitable manner of
implementing the CBS is to assure that the conventional bond for each individual permitted site
will cover the cost for the Department to complete the site reclamation plan, including treatment
of all post-mining discharges in perpetuity. The Department has actively pursued this goal by
undertaking frequent and continuous study of its methods for calculating conventional bonds. A
refinement of Technical Guidance Document No. 563-2504-001, Conventional Bonding for Land
Reclamation—Coal, was recently completed with input from the MRAB. See 36 Pa. Bull. 7178
(Nov. 25,2006).
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(C) Commenters suggest that the Department should enhance the revenues which
could be used to reclaim sites that were forfeited during administration of the ABS but have not
been fully reclaimed because the sites have untreated post-mining discharges. Referring to the
list of 63 ABS primacy bond forfeiture sites with 99 long-term discharges found in the
Department's 2003 Program Enhancements Document, comm enters contend that maintaining the
§ 86.17(e) reclamation fee could yield several hundred thousand dollars which could help pay
the costs of long-term treatment facilities at the ABS bond forfeiture discharge sites. They
further contend that the cost-benefit analysis included with the proposed rulemaking failed to
account for the benefits to the Commonwealth and the public that would be lost by eliminating
the reclamation fee.

(R) The Department agrees that revenues used for reclaiming the ABS Legacy Sites
should be enhanced. The final rulemaking will greatly enhance the revenues available for
reclaiming sites forfeited during administration of the primacy ABS that were not fully reclaimed
because the sites have untreated post-mining discharges. The provisions added to the final
rulemaking are designed to ensure that the Department meets the requirements of § 800.1 l(e), as
applied by the Third Circuit and subject to OSM's oversight and enforcement.

The fee will be maintained at its current level of $100 per acre of operational area until
December 31, 2009 and will then be annually adjusted as necessary to assure that the Department
continually has sufficient funds to cover the operation and maintenance costs for treating
discharges at all ABS Legacy Sites. The final rulemaking will also require, by enforceable
regulation, that any interest earned by the reclamation fee moneys be used to pay operation and
maintenance costs associated with treating discharges at ABS Legacy Sites.

4) The Department Has Improperly Applied the Reclamation Fee Regulation After
Conversion to the CBS

(C) Commenters contend that the Department drastically cut the amount of revenue
generated by the $100 per-acre reclamation fee following conversion to the CBS because the
Department unlawfully applied the reclamation fee only to the operational area of sites permitted
under the CBS. They further contend that if the Department applied the reclamation fee to the
entire permitted acreage of CBS permitted surface coal mine sites, the Department could be
collecting $600,000 to $800,000 per year in reclamation fees imposed by § 86.17(e).

(R) The Department disagrees with commenters' argument that the Department's
application of § 86.17(e) in the context of the CBS is unlawful. Upon implementation of the
CBS in late 2001, a question the Department encountered was how to apply § 86.17(e) to permits
issued under the CBS. The text of § 86.17(e) provides no indication of how to apply the per-acre
reclamation fee to permits issued under the CBS. Exercising its discretion in applying its own
regulations, the Department decided that a reasonable method of applying the reclamation fee
requirement to surface coal mine permits issued under the CBS was to impose the fee solely for
the acreage of the operational area. The Department's application of § 86.17(e) in the context of
the CBS is neither plainly erroneous nor unreasonable, and therefore is not unlawful. However,
in order to squarely address the issue, the final rulemaking will amend the text of § 86.17(e) to
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expressly provide that the reclamation fee will be applied to the operational area. The final
rulemaking will also include a definition for "operational area" in § 86.1 as further clarification.

With respect to the potential revenue that could be generated from the $100 per-acre
reclamation fee, in fiscal year 2001-02, (the last year the reclamation fee was collected for all
acreage permitted in surface mining permits), the Department collected $529,813. Following
conversion to the CBS, and application of the reclamation fee solely to the operational area of
permitted surface mining sites, the Department collected $148,936 in fiscal year 2002-03;
$221,620 in fiscal 2004-05; and $201,467 in 2005-06. If the reclamation fee had been collected
for all surface coal mine acreage permitted, the average yield would have been approximately
$600,000 annually for the past five years.

5) The Department Should Retain the Reclamation Fee and Impose a Per-Ton Severance
Fee Funding Mechanism for ABS Discharge Sites

(C) Commenters assert that the Department has broad authority under PASMCRA to
establish other revenue-generating mechanisms in addition to the per-acre reclamation fee, such
as a fee for each ton of coal severed in the State. They recommend that the Department expand
the ABS, concurrent with operation of the CBS, by retaining the reclamation fee in § 86.17(e)
and by proposing a regulation that would impose a per-ton severance fee funding mechanism for
treating discharges on ABS forfeiture sites. Commenters point to West Virginia as an illustrative
example because West Virginia generated significant revenue for its ABS—approximately $94
million since January 2002 according to commentators—from a Special Reclamation Tax
assessed on each ton of coal extracted in the State.

(R) The Department terminated the ABS and there is no need to continue to operate
an ABS concurrently with the CBS that has been implemented in Pennsylvania. The question is
how to address the remnants of Pennsylvania's ABS, i.e., the ABS legacy sites. The Department
considered whether a per-ton fee should be imposed as a funding mechanism for addressing mine
discharges in Pennsylvania, and this option was discussed in public meetings with the MRAB in
response to comments received on the proposed rulemaking. The Department has determined
that the funding source structure established by the final rulemaking will enable the Department
to meet the requirements of federal law through an enforceable regulatory mechanism, as
required by the Third Circuit ruling in Kempthorne and the program amendment issued by OSM
concerning Pennsylvania's ABS.

6) Challenges to the Stated Rationale for Repeal of§ 86.17(e)

(C) Commenters challenge the rationales for eliminating the reclamation fee stated in
the proposed rulemaking's preamble. They first challenge the Department's "commitment" to
industry that, following conversion of actively-mined permitted surface coal mine sites to the
CBS, the reclamation fee would be proposed for elimination. Commenters assert that any
"commitment" made by the Department to eliminate the reclamation fee is not legally binding on
the Environmental Quality Board (EQB).
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(R) The Department agrees that the EQB is not bound by any commitment the
Department may make with respect to proposed rulemaking. Under the law, the EQB is a
separate legal entity from the Department, and the EQB decides whether to promulgate
regulations the Department has proposed.

The Department's "commitment" to propose the elimination of the reclamation fee was
made in the overall context of the conversion from the ABS to the CBS—an enormous
administrative undertaking. Financial analyses of the ABS found the system was in deficit and
would inevitably fail. Because of the substantial costs for operators to convert to conventional
bonds, an overnight conversion to a conventional bonding system would only have exacerbated
the inadequate funding problems of the ABS. The Department's purpose in converting to the
CBS was to find solutions to the problem of unreclaimed ABS surface coal mine sites—without
bankrupting industry and thereby making Pennsylvania's mine reclamation problems worse.

Consequently, the conversion to a CBS required a complex approach by the Department
in coordination with the legislature and the mining industry. The main components of the
approach included: (1) a comprehensive analysis by the Department of the existing ABS deficit
for land reclamation; (2) appropriation of $5.5 million by the legislature to cover that land
reclamation deficit; (3) Department development of a conversion assistance financial guarantee
program by which the Department effectively operates as a surety and provides part of the
bonding for sites converted to conventional bonding, thus easing the transition for active
operators to the CBS and thereby preventing bankruptcies and/or abandonment of sites; (4)
appropriation of $7 million by the General Assembly to underwrite the conversion assistance
financial guarantee program; (5) development of a detailed conventional bonding guidance
document that set forth the mechanics of the conventional bonding process; (6) implementation
of conventional bonding for all ABS actively-mined permitted surface coal mine sites; (7)
development of a workable plan to address all post-mining pollutional discharges on the ABS
forfeiture sites—resulting in the Program Enhancement Document and the Discharge Abatement
Workplan; (8) termination of the ABS; (9) a "commitment" to propose the elimination of the
reclamation fee once the conversion of all actively-mined permitted surface coal mining sites to
the CBS was completed; and (10) implementation of conventional bonding for under bonded
sites that have a post-mining pollutional discharge.

(C) Commentators assert that the conversion to a CBS is not complete unless every
ABS site permitted as of August 2001 has replaced its ABS bond coverage with financial
guarantees covering the full cost of reclamation, including perpetual treatment of any postmming
discharges. They contend that this condition has not been met and therefore the reclamation fee
imposed by § 86.17(e) should not be eliminated.

(R) The Department disagrees with commenters' assertion that conversion to the CBS
is not complete until every single site permitted as of August 2001, including sites with no active
mining, have posted fully-funded financial guarantees. The ABS was discontinued and
terminated in 2001 and the process of converting surface coal mining permits was undertaken.
By 2002, all permitted surface coal mining sites actively mining coal were converted to the CBS
through the posting of full-cost reclamation bonds. All new surface coal mining permits issued
after August 2001 are part of the CBS and have posted conventional full-cost reclamation bonds.
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The Department has operated only a CBS—not a dual system of CBS and ABS—for surface coal
mine sites since 2001, and the Third Circuit in Kempthorne agreed that the Department
terminated the ABS in 2001.

7) Impact of Outstanding Litigation on the Proposed Rulemaking

(C) Commenters contended that the reclamation fee in § 86.17(e) should not be
eliminated until after the U.S. Court of Appeals for the Third Circuit issues its decision in the
PSFC v. Kempthorne case because the adequacy of funding of Pennsylvania's ABS is the main
issue in that appeal.

(R) The Third Circuit rendered its decision in the Kempthorne case before the
Department sought approval of the Environmental Quality Board of the final rulemaking. The
proposed elimination of the reclamation fee generated significant public comment. In response
to comments raised, the recommendation of the MRAB, and the Third Circuit ruling in
Kempthorne, the Department determined that the reclamation fee remains an adjustable funding
source which should be used for the operation and maintenance costs associated with treating
post-mining pollutional discharges at ABS Legacy Sites. Consequently, the Department decided
not to repeal the reclamation fee as proposed. The final rulemaking restructures the reclamation
fee as part of the Department's compliance with the Third Circuit ruling in Kempthorne and the
requirements of 30 CFR § 800.11(e).

F.I. Summary of Comments and Responses for the Advanced Notice of Final
Rulemaking

(C) The Advanced Notice of Final Rulemaking (ANFR) was presented to the MRAB
for consideration at its January 10, 2008 meeting. The regulatory changes presented by the
ANFR provided that the moneys received from the reclamation fee could only be used by the
Department to pay construction, operation and maintenance and recapitalization costs associated
with treating post mining pollutional discharges on ABS Legacy Sites. Various members of the
MRAB commented that the amendments proposed with the ANFR did not do enough to ensure
that the money being deposited into the Reclamation Fee O&M Account and the ABS Legacy
Sites Account was not used for some other purpose. These MRAB members requested that the
final rulemaking provide more protection to ensure the reclamation fee money was used for its
intended purpose—treatment of mine drainage on ABS legacy sites.

(R) The Department revised the final rulemaking to address this concern of the
MRAB. The final rulemaking now follows the example set by the General Assembly when it
specified in PASMCRA and in The Clean Streams Law that certain types of collateral bonds
posted by surface mine operators were to be held in trust. The final rulemaking creates two trust
accounts. This final rulemaking serves as a declaration of trust which provides that funds held in
the Reclamation Fee O&M Trust Account and in the ABS Legacy Sites Trust Account are held
in trust by the Commonwealth. The Commonwealth includes the Department, other offices of
the executive branch, the General Assembly and the state Treasurer. The money that is held in
these two trusts is being held for the benefit of all of the people to effectuate their right to pure
water and the preservation of natural and esthetic values of the environment as specified in
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Article 1, Section 27 of the Pennsylvania Constitution. The Commonwealth, collectively, will
have a fiduciary duty to manage and use the moneys in the Reclamation Fee O&M Trust
Account and in the ABS Legacy Sites Trust Account to treat pollutional mine drainage
emanating from ABS legacy sites. Should the Commonwealth ever violate this fiduciary duty by
using or attempting to use the moneys for another purpose, any resident of Pennsylvania with an
interest in pure water could initiate proceedings in the appropriate forum to enforce the terms of
the trust.

(C) The MRAB commented on § 86.17(e)(2) of the ANFR that provided for adjusting
the reclamation fee, but provided the reclamation fee could not be less than $50.00 per acre. The
MRAB recommended the minimum of $50.00 be deleted as the MRAB did not think the fee
should be collected if it was not needed for annual operation and maintenance treatment costs
that year. Other commenters also made this recommendation.

(R) The Department has followed the MRAB's advice and deleted the $50.00
minimum reclamation fee provision. The final rulemaking now provides the fee will be adjusted
annually based upon need and can be zero if the funding is not needed for that years' projected
operation and maintenance costs.

(C) The MRAB wanted the regulation to specify that if , instead of the reclamation
fee, an alternative source of funding to pay all of the annual costs covered by the Reclamation
Fee O&M Account is established, then the $100.00 reclamation fee will not be adjusted up or
continue to be collected. Other commenters also made this recommendation.

(R) The Department followed the MRAB's advice. Section 86.17(e)(3) of the final
rulemaking now contains express language that provides for the reclamation fee to be used until
an alternative funding source in lieu of the reclamation fee is established to pay all of the costs
covered by the Reclamation Fee O&M Trust Account.

(C) The MRAB recommended that § 86.187(a)(2)(i) be revised to limit the
Department's authority to transfer funds from the Reclamation Fee O&M Account into the ABS
Legacy Sites Account. The MRAB wanted the regulation to specify that only excess funds could
be transferred. Other commenters also made this recommendation.

(R) The Department followed the MRAB's advice. Section 86.187(a)(2)(i) of the
final rule provides that the Department may, upon review and recommendation of the MRAB,
transfer excess moneys from the Reclamation Fee O&M Trust Account into the ABS Legacy
Sites Trust Account.

(C) The MRAB advised that the ANFR should be revised to provide that the ABS
Legacy Sites Account will be actuarially sound when the money in it, together with the money in
the Reclamation Fee O&M Account, will generate enough interest to pay all ABS Legacy Sites
treatment costs forever. The MRAB also recommended that the money in the Reclamation Fee
O&M Account then be transferred into the ABS Legacy Sites Account, the Reclamation Fee
O&M Account be closed, and, the reclamation fee be terminated.
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(R) The Department followed the advice of the MRAB. A new subsection has been
added as Section 86.187(a)(2)(iv) which provides for the transfer of the money from the
Reclamation O&M Fee Trust Account into the ABS Legacy Sites Trust Account, termination of
the Reclamation Fee O&M Trust Account, cessation of the reclamation fee, and cessation of the
transfer of civil penalties into the Reclamation Fee O&M Trust Account.

(C) If the legislature approves the use of premiums collected for conversion assistance
financial guarantees for Reclamation costs at ABS sites, then those funds should be deposited
into the Reclamation Fee O & M Trust account and considered during the annual review of the
reclamation fee amount.

(R) Section 86.187 (a)(l)(iii) has been modified to allow for the deposit of the "fees
collected for sum-certain financial guarantees needed to facilitate full-cost bonding."

(C) If a permanent alternate funding stream is approved, then that funding must be
dedicated to cover the O & M costs at the ABS Legacy sites.

(R) The final rule has been modified to specify that an alternate funding source must
provide "sufficient revenues to maintain a balance in the Reclamation Fee O&M Trust Account
of at least $3,000,000 and to pay the annual operation and maintenance costs for treating post-
mining pollutional discharges at all ABS Legacy Sites." § 86.17 (e)(3)(ii).

(C) The draft final-form regulations fail to guarantee that all discharges from all ABS
Legacy Site will be treated in perpetuity.

(R) The regulations are designed to address the federal requirement for the
Department to have available sufficient money to complete reclamation for the ABS Legacy
Sites at any time. This rulemaking will provide sufficient funds to treat the discharges. The
regulations establish a mandatory process to adjust the revenue stream to pay the cost of
reclamation that could become due at any time. The Department does not have the authority to
commit the full faith and credit of the Commonwealth to "guarantee" funding.

(C) The short-term, pay-as-you-go system of the Reclamation Fee O & M Account
does not provide a guarantee of perpetual discharge treatment at all ABS Legacy Sites.

(R) The Department disagrees. The regulations will provide the Department with the
money needed to meet the requirement to have sufficient money to complete reclamation for
these sites at any time. The revenue stream is to be annually adjusted to pay the cost of
treatment and a financial reserve will be maintained to pay unexpected treatment costs.

(C) The draft final-form rule does not guarantee that the ABS Legacy Account will
ever contain sufficient funds to be acruarially sound, or that it will remain solvent in perpetuity.

(R) The federal regulations do not require a "guarantee" that the ABS Legacy
Account will become actuarially sound but require the Department to have available sufficient
money to complete reclamation. The regulations do provide for the Department to have the
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needed funds. The ABS Legacy Sites Account is a tool that, once it contains sufficient money,
can replace the pay-as-you-go approach.

(C) The funding for the Reclamation Fee O & M Account and the ABS Legacy
Account must come from the coal mining industry.

(R) The Department disagrees. West Virginia was faced with a similar problem of
how to fund the treatment for forfeited discharges. In the preamble for OSM's approval of their
program amendment addressing this matter, OSM stated:

Congress was not specific on how alternative bonding programs such as West
Virginia's should be financed. The only test applicable is whether the proposed
alternative system achieves the objectives and purposes of a conventional bonding
system as expressed in section 509 of SMCRA and as implemented by
30 CFR 800.11 (e). (60 FR 51901, October 4, 1995)

The regulation meets this standard.

(C) The final regulations must include an enforceable commitment for timely
construction of adequate treatment system at all ABS Legacy Sites currently lacking them.

(R) The regulations address the federal requirement to have available sufficient
money to complete reclamation for these sites at any time. While a purpose of federal SMCRA
is to "assure that adequate procedures are undertaken to reclaim surface areas as
contemporaneously as possible with the surface coal mining operations," there is no federal
requirement for a regulatory construction schedule.

(C) The regulation must specify in greater detail the standard for determining whether
the ABS Legacy Account contains sufficient funds to be actuarially sound.

(R) The Department disagrees. The regulation provides a complete description of the
concept of being actuarially sound. There is no need to specify in the regulation additional
standards such as the suggestion to require an actuary with specific qualifications.

(C) The regulations must require, as a fourth condition for finding the ABS Legacy
Account is "actuarially sound," that all construction, recapitalization, and operation and
maintenance costs at ABS Legacy Sites paid by Non SMCRA government funding programs
have been refunded from the Reclamation Fee O & M Account.

(R) The Department disagrees. The primary approach that the Department has taken
to managing the treatment of abandoned and forfeited discharges is to utilize all available
resources. The approach of this rulemaking is to protect the environment while meeting the
requirements of the federal regulation.
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(C) PADEF should delete the provision of the draft final-form regulations purporting
to declare PADEP's annual determination of the required amount of the reclamation fee to be
appealable to the Environmental Hearing Board.

(R) The Department disagrees. The Department is confident that the Environmental
Hearing Board will find that the determination of the reclamation fee amount is a final action of
the Department as defined at 25 Pa. Code § 1021.2.

(C) Where possible, the final-form regulations should use the active voice and the
word "will" to express duties.

(R) The Department agrees and has made this change in various places in the final-
form regulations.

(C) The definition of "ABS Legacy Sites" should be revised to delete the phrase "and
is sufficient to cover the cost of treating the discharge."

(R) The Department disagrees with this comment. The entire definition is needed to
be consistent with the concept of full cost conventional bonding and to avoid ambiguity.

(C) Definitions of "Operation and Maintenance Costs" and "OM & R" should be

(R) The Department has added a definition for "Operation and Maintenance Costs."
A definition of "operation, maintenance and recapitalization" costs is not needed.

(C) The specific date (August 4, 2001) should be added to the definition of the
"Primacy Alternate Bonding System."

(R) The Department agrees and has made this change.

(C) The reclamation fee should apply to the entire permit area, not just the operational
area, and should apply to permit transfers.

(R) The final rule addresses the application of the reclamation fee in a manner that is
consistent with conventional bonding. Furthermore, it would be against the public interest to
apply the fee to permit transfers because it could discourage a mine operator from accepting a
transfer from a troubled firm which could then lead to bond forfeiture instead of the reclamation.,
being completed by the transferee.

(C) PADEP should retain the minimum reclamation fee rate in Section 86.17 (3) of
the regulations', but should set the minimum rate at $ 100 per acre.

(R) Based upon the advice of the MRAB, the Department decided to eliminate the
minimum fee amount and adjust the fee pursuant to the procedures established in the regulations.
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(C) PADEP should make clear that the $3 million minimum balance target for the
reclamation fee O & M Account would have no effect on authorized expenditures for discharge
treatment.

(R) The Department has concluded it is clear that there is no spending restriction in
the regulation as it is written.

(C) The regulation does not account for inflation. Therefore, it is questionable
whether the $3 million cushion and the Reclamation Fee O&M Account will cover the cost of
treatment in the long term.

(R) The Department disagrees. The regulation contains provisions that require the
revenue stream to be adjusted annually. The annual adjustment will enable the needed revenue
to keep pace with inflation. It is not necessary for the $3 million reserve to be adjusted for
inflation over the long term. The $3 million reserve is needed most for the short term to address
unexpected operation and maintenance costs that might be incurred before the reclamation fee
can be adjusted and to pay the cost of maintaining treatment at ABS sites that may be forfeited in
the near future.

(C) The provisions that authorize the Department to deposit "other moneys, including
appropriations" into the Reclamation Fee O&M Account and into the ABS Legacy Account go
beyond the scope of the proposed rulemaking and should not appear in the regulations in order to
help steer clear of a legal challenge that might unnecessarily interfere with the approval and
implementation of the regulation as the costs should be borne by the industry.

(R) The Department disagrees. The final regulation is within the scope of the
proposed regulation as it encompassed the funding mechanism for the former alternate bonding
system and addresses the concerns raised by the commentators in comments submitted on the
proposed rulemaking.

G. Benefits, Costs and Compliance

Benefits

Pennsylvania's citizens will benefit from these amendments because the pollution from
the Primacy ABS legacy sites will have a dedicated funding source to provide for the treatment
of the post-mining discharges.

Owners of coal mined lands where bonds have been forfeited and alternate reclamation
plans have been approved will benefit by having their land restored to conditions for supporting
the uses the mined land was capable of supporting prior to the mining, or to a higher or better

The amendments will also enable the Commonwealth to fulfill its primacy obligations,
retain primary enforcement responsibility for coal mining operations, and to continue to receive
the federal abandoned mine land funds.
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Compliance Costs

The final-form ralemaking may increase compliance costs on the regulated community
should the per acre reclamation fee increase. The amended regulations will not result in
increased costs to the regulated community through at least January 1, 2010. Until then, the
reclamation fee will continue to be calculated in the same way it is under the current regulation.
The amount of fees, and other dedicated funding sources, will be available for addressing post-
mining discharges on sites forfeited under the former ABS. After January 1, 2010, whether the
fee increases, decreases or stays the same will be determined by the actual and projected costs of
the treatment of the ABS discharges and whether other funding becomes available. It is not
possible to determine how the fee will have to be adjusted in the future. It is possible that a
substantial increase in the fee will be required. This would be the result of some unexpected
circumstances (e.g., many additional ABS forfeitures, dramatic increases in costs or erroneous
estimates). Eventually, the reclamation fee can be eliminated, when adequate funds have
accumulated to provide for the operation and maintenance costs.

The Department will incur additional cost in implementing this final rule making. In
order to manage the funding sources, the Department must track revenues and expenses
specifically related to the Primacy ABS discharge sites. This is expected to initially cost about
$60,000 per year for personnel for the accounting of the revenues and expenses, with the cost
increasing as personnel costs increase. This amount is in addition to the costs incurred as a result
of the management of the completion of reclamation and treatment that the Department already
performs.

Compliance Assistance Plan

The Department will provide written notification of the changes to the coal mining
industry.

Paperwork Requirements

There are no paperwork requirements imposed on the regulated community by this final
form rulemaking. The Department will be required to prepare an annual report on actual and
projected annual revenues and expenditures, and any proposed adjustment of the reclamation fee.

H. Pollution Prevention

The matters affected by this final-form regulation do not pertain to pollution prevention
or control.

I. Sunset Review

This regulation will be reviewed in accordance with the Sunset Review Schedule
published by the Department to determine whether the regulation effectively fulfills the goals for
which it was intended.
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J. Regulatory Review

Under Section 5(a) of the Regulatory Review Act (71 P.S. §§ 745.5(a)), the Department
submitted a copy of this proposed amendment on July 19, 2006, to the Independent Regulatory
Review Commission (IRRC) and the Chairpersons of the Senate and House Environmental
Resources and Energy Committees. In compliance with Section 5(b.l) of the Regulatory Review
Act, the Department also provided IRRC and the Committees with copies of the comments, as
well as other documentation.

In preparing this final-form regulation, the Department has considered the comments by
the public that it has received. These comments are addressed in the comment and response
document and in Section F and F.I of this preamble. The IRRC and the Committees did not
provide comments on the proposed rulemaking.

This final-form regulation was deemed approved by the House Environmental Resources
and Energy Committee on and was deemed approved by the Senate Environmental
Resources and Energy Committee on . The IRRC met on and approved
the regulation in accordance with Section 5(c) of the Act.

K. Findings of the Board

The Board finds that:

(1) Public notice of proposed rulemaking was given under sections 201 and 202 of the act of
July 31, 1968 P.L. 769, No. 240) (45 P.S. §§ 1201 and 1202) and regulations promulgated
thereunder at 1 Pennsylvania Code §§ 7.1 and 7.2.

(2) A public comment period was provided as required by law, and all comments were
considered.

(3) The regulations do not enlarge the purpose of the proposal published at 36 Pennsylvania
#w/A#'M 4200 (August 5, 2006).

(4) These regulations are necessary and appropriate for administration and enforcement of the
authorizing acts identified in Section C of this order.

L. Order of the Board

The Board, acting under the authorizing statutes, orders that:

(1) The regulations of the Department of Environmental Protection, 25 Pennsylvania Code,
Chapter 86, are amended by amending §§ 86.1, 86.17, 86.187, 86.188, 86.189, 86.190, and
86.283 to read as set forth in Annex A, with ellipses referring to the existing text of the
regulations.
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(2) The Chairperson of the Board shall submit this order and Annex A to the Office of General
Counsel and the Office of Attorney General for review and approval as to legality and
form, as required by law.

(3) The Chairperson of the Board shall submit this order and Annex A to the Independent
Regulatory Review Commission and the Senate and House Environmental Resources and
Energy Committees as required by the Regulatory Review Act.

(4) The Chairperson of the Board shall certify this order and Annex A and deposit them with
the Legislative Reference Bureau, as required by law.

(5) This order shall take effect immediately.

By:

KATHLEEN A. McGINTY
Chairperson

Environmental Quality Board
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Annex A

TITLE 25. ENVIRONMENTAL PROTECTION

PART I. DEPARTMENT OF ENVIRONMENTAL PROTECTION

Subpart C. PROTECTION OF NATURAL RESOURCES

ARTICLE I. LAND RESOURCES

CHAPTER 86. SURFACE AND UNDERGROUND
COAL MINING: GENERAL

SubchapterA. GENERAL PROVISIONS

§ 86.1 Definitions

The following words and terms, when used in this chapter, have the following meanings, unless
the context clearly indicates otherwise:

ABS LEGACY SITES—MINE SITES, PERMITTED UNDER THE PRIMACY
ALTERNATE BONDING SYSTEM, THAT HAVE A POST-MINING POLLUTIONAL
DISCHARGE WHERE THE OPERATOR HAS DEFAULTED ON ITS OBLIGATION
TO ADEQUATELY TREAT THE DISCHARGE AND, EITHER THE BOND POSTED
FOR THE SITE IS INSUFFICIENT TO COVER THE COST OF TREATING THE
DISCHARGE, OR A TRUST TO COVER THE COSTS OF TREATING THE
DISCHARGE WAS NOT FULLY FUNDED AND IS INSUFFICIENT TO COVER THE
COST OF TREATING THE DISCHARGE.

Occupied dwellings—A permanent building or fixed mobile home that is currently being used on
a regular or temporary basis for human habitation.

OPERATIONAL AREA - THE MAXIMUM PORTION OF THE PERMITTED AREA
THAT THE PERMITTEE IS AUTHORIZED TO DISTURB AT ANY SPECIFIC TIME
DURING THE PERMIT TERM IN ACCORDANCE WITH THE APPROVED MINING
AND RECLAMATION PLAN, INCLUDING ALL OF THE LAND AFFECTED BY
MINING ACTIVITIES THAT IS NOT PLANTED, GROWING AND STABILIZED.



OPERATION AND MAINTENANCE COSTS - EXPENSES ASSOCIATED WITH THE
DAY-TO-DAY OPERATION AND MAINTENANCE OF A CONVENTIONAL OR A
PASSIVE TREATMENT FACILITY, SUCH AS CHEMICALS. ELECTRICITY,
LABOR. WATER SAMPLING. SLUDGE REMOVAL AND DISPOSAL.
MAINTENANCE OF ACCESS ROADS, MOWING. SNOW REMOVAL. INSPECTING
FACILITIES, REPAIRING AND MAINTAINING ALL ASPECTS OF THE
TREATMENT FACILITY. EQUIPMENT AND BUILDINGS.

Postmining Pollutional Discharge—A discharge of mine drainage emanating from or
hydrologically connected to the permit area, which may remain after coal mining activities have
been completed, and which does not comply with the applicable effluent requirements described
in § 87.102, § 88.92, § 88.187, § 88.292, § 89.52 or § 90.102. The term includes minimal-impact
postmining discharges, as defined in section 3 of the Surface Mining Conservation and
Reclamation Act (52 P.S. § 1396.3).

PRIMACY ALTERNATE BONDING SYSTEM - BONDING SYSTEM UTILIZED BY
PENNSYLVANIA FROM JULY 31, 1982 UNTIL AUGUST 4, 2001 FOR SURFACE
COAL MINES, COAL REFUSE REPROCESSING FACILITIES, AND COAL
PREPARATION PLANTS IN WHICH A CENTRAL POOL OF MONEY TO BE USED
BY THE DEPARTMENT FOR RECLAMATION OF FORFEITED SITES WAS
FUNDED IN PART THROUGH IMPOSITION OF A PER-ACRE RECLAMATION FEE
PAID BY OPERATORS OF PERMITTED SITES.

Public Road—A thoroughfare open to the public which has been or is being used by the public
for vehicular travel.

RECAPITALIZATION COSTS—THE COSTS ASSOCIATED WITH REPLACING
DISCHARGE TREATMENT FACILITY COMPONENTS OR THE COSTS TO
INSTALL TREATMENT SYSTEMS WITH LOWER OPERATION AND
MAINTENANCE COSTS THAN THE SYSTEM BEING REPLACED.



SubchapterB. PERMITS

GENERAL REQUIREMENTS FOR PERMITS
AND PERMIT APPLICATIONS

§ 86.17. Permit and reclamation fees.

(e) In addition to the bond established under $S 86.143, 86.145, 86.149 and 86.150
(relating to REQUIREMENT TO FILE A BOND; Department responsibilities; determination
of bond amount; and minimum amount), AND SUBJECT TO THE EXCEPTION
PROVIDED FOR IN § 86.283(c) (RELATING TO PROCEDURES), [there is a $1001 THE
APPLICANT FOR A PERMIT OR A PERMIT AMENDMENT SHALL PAY A per acre
reclamation fee for surface mining activities except for the surface effects of underground
mining. [This reclamation fee may be paid as acreage within an approved surface mining
permit is authorized for mining.] THIS RECLAMATION FEE WILL BE ASSESSED
FOR EACH ACRE OF THE APPROVED OPERATIONAL AREA AND SHALL BE
PAID BY THE APPLICANT PRIOR TO THE DEPARTMENT'S ISSUANCE OF A
SURFACE MINING PERMIT. IF A PERMIT AMENDMENT RESULTS IN AN
INCREASE IN THE APPROVED OPERATIONAL AREA, THE RECLAMATION FEE
WILL BE ASSESSED ON THE INCREASED ACREAGE AND SHALL BE PAID BY
THE OPERATOR PRIOR TO THE DEPARTMENT'S ISSUANCE OF THE PERMIT
AMENDMENT. [The reclamation fee will be deposited in the Surface Mining
Conservation and Reclamation Fund as a supplement to forfeited bonds. The reclamation
fee shall only be used for reclaiming mining operations which have defaulted on their
obligation—to—reclaim.] [The fee required by this subsection is not required
after (Editor's Note: The blank refers to the effective date of adoption of this final
rulemakrag^H]

m THE RECLAMATION FEE WILL BE DEPOSITED INTO A
SEPARATE SUBACCOUNT WITHIN THE SURFACE MINING
CONSERVATION AND RECLAMATION FUND CALLED THE
RECLAMATION FEE O&M TRUST ACCOUNT. AS A SUPPLEMENT TO
BONDS FORFEITED FROM ABS LEGACY SITES. THE RECLAMATION FEE
WILL BE USED BY THE DEPARTMENT TO PAY THE CONSTRUCTION
COSTS AND OPERATION AND MAINTENANCE COSTS ASSOCIATED WITH
TREATING POST-MINING POLLUTIONAL DISCHARGES AT ABS LEGACY
SITES, AND SUCH MONEYS MAY NOT BE USED FOR ANY OTHER
PURPOSE. THE INTEREST EARNED ON THE MONEYS IN THE
RECLAMATION FEE O&M TRUST ACCOUNT WILL BE DEPOSITED INTO
THE RECLAMATION FEE O&M TRUST ACCOUNT AND WILL BE USED BY



THE DEPARTMENT TO PAY THE CONSTRUCTION COSTS AND
OPERATION AND MAINTENANCE COSTS ASSOCIATED WITH TREATING
POST-MINING POLLUTIONAL DISCHARGES AT ABS LEGACY SITES.
SUCH INTEREST MAY NOT BE USED FOR ANY OTHER PURPOSE. FOR
PURPOSES OF THIS SECTION. OPERATION AND MAINTENANCE COSTS
INCLUDE RECAPITALIZATION COSTS.

(2) AFTER THE END OF EACH FISCAL YEAR, THE DEPARTMENT
WILL PREPARE A FISCAL-YEAR REPORT CONTAINING A FINANCIAL
ANALYSIS OF THE REVENUE AND EXPENDITURES OF THE
RECLAMATION FEE O&M TRUST ACCOUNT FOR THE PAST FISCAL
YEAR AND THE PROJECTED REVENUES AND EXPENDITURES FOR THE
CURRENT FISCAL YEAR. BEGINNING WITH THE REPORT FOR FISCAL
YEAR 2008-09, THE REPORT WILL INCLUDE THE DEPARTMENT'S
CALCULATION OF THE REQUIRED AMOUNT OF THE RECLAMATION
FEE, AND THE PROPOSED ADJUSTMENT OF THE RECLAMATION FEE
AMOUNT. THE FISCAL-YEAR REPORT WILL BE SUBMITTED TO THE
MEMBERS OF THE MINING AND RECLAMATION ADVISORY BOARD FOR
THEIR REVIEW AND COMMENT AND WILL BE PUBLISHED ON THE
DEPARTMENT'S WEBSITE. NOTICE OF THE REPORT'S AVAILABILITY
WILL BE PUBLISHED IN THE PENNSYLVANIA BULLETIN. THE
DEPARTMENT WILL REVIEW THE FISCAL-YEAR REPORT AT A
MEETING OF THE MINING AND RECLAMATION ADVISORY BOARD.

(3) THE AMOUNT OF THE RECLAMATION FEE SHALL BE $100 PER
ACRE UNTIL DECEMBER 31, 2009. COMMENCING JANUARY 1, 2010 AND
CONTINUING UNTIL EITHER A PERMANENT ALTERNATIVE FUNDING
SOURCE IS ESTABLISHED OR THE ABS LEGACY SITES TRUST ACCOUNT
IS ACTUARIALLY SOUND, THE RECLAMATION FEE WILL BE ADJUSTED
AS NECESSARY TO ENSURE THAT THERE ARE SUFFICIENT REVENUES
TO MAINTAIN A BALANCE IN THE RECLAMATION FEE O&M TRUST
ACCOUNT OF AT LEAST $3.000.000.

(i) THE RECLAMATION FEE WILL BE USED UNTIL THE
ABS LEGACY SITES TRUST ACCOUNT IS ACTUARIALLY SOUND
UNLESS AN ALTERNATIVE PERMANENT FUNDING SOURCE IN
LIEU OF THE RECLAMATION FEE IS USED TO FUND THE
RECLAMATION FEE O&M TRUST ACCOUNT.

(if) UNTIL THE ABS LEGACY SITES ACCOUNT IS
ACTUARIALLY SOUND. THE ALTERNATIVE PERMANENT
FUNDING SOURCE MUST PROVIDE SUFFICIENT REVENUES TO
MAINTAIN A BALANCE IN THE RECLAMATION FEE O&M TRUST
ACCOUNT OF AT LEAST $3,000,000 AND TO PAY THE ANNUAL
OPERATION AND MAINTENANCE COSTS FOR TREATING POST-
MINING POLLUTIONAL DISCHARGES AT THE ABS LEGACY SITES.



FUNDS THAT ARE NOT NEEDED FOR ANNUAL OPERATION AND
MAINTENANCE OR TO MAINTAIN THE $3,000,000 BALANCE MAY
BE DEPOSITED INTO THE ABS LEGACY SITES TRUST ACCOUNT.

(4) COMMENCING JANUARY 1, 2010 AND CONTINUING UNTIL
THE ABS LEGACY SITES TRUST ACCOUNT IS ACTUARIALLY SOUND,
THE AMOUNT OF THE RECLAMATION FEE WILL BE ANNUALLY
CALCULATED AND, IF NECESSARY, WILL BE ADJUSTED TN MULTIPLES
OF $50 BASED ON THE FOLLOWING FACTORS:

(i) THE CURRENT BALANCE IN THE RECLAMATION FEE
O&M TRUST ACCOUNT;

fli) THE TOTAL AMOUNT OF REVENUE INTO THE TRUST
ACCOUNT DURING THE PREVIOUS FISCAL YEAR FROM
COLLECTION OF THE RECLAMATION FEE, THE INTEREST
ACCRUED BY THE RECLAMATION FEE O&M TRUST ACCOUNT,
THE DEPOSITS OF CIVIL PENALTIES INTO THE TRUST ACCOUNT
AND DEPOSITS FROM OTHER SOURCES OF MONEYS INTO THE
TRUST ACCOUNT;

flii) THE AMOUNT OF ONGOING OPERATION AND
MAINTENANCE COSTS INCURRED BY THE RECLAMATION FEE
O&M TRUST ACCOUNT DURING PREVIOUS FISCAL YEARS;

(iv) THE PROJECTED NUMBER OF ACRES SUBJECT TO
THE RECLAMATION FEE DURING THE CURRENT FISCAL YEAR;

(v) THE PROJECTED AMOUNT OF REVENUE INTO THE
RECLAMATION FEE O&M TRUST ACCOUNT DURING THE
CURRENT FISCAL YEAR FROM PROJECTED INTEREST ACCRUED
BY THE TRUST ACCOUNT, PROJECTED DEPOSITS OF CIVIL
PENALTIES, AND PROJECTED DEPOSITS OF MONEYS FROM
OTHER SOURCES; AND,

(vi) THE PROJECTED EXPENDITURES OF THE
RECLAMATION FEE O&M TRUST ACCOUNT FOR OPERATION AND
MAINTENANCE COSTS FOR THE CURRENT FISCAL YEAR.

(5) FOLLOWING THE DEPARTMENT'S REVIEW OF ITS
CALCULATION OF THE REQUIRED RECLAMATION FEE AMOUNT AT A
PUBLIC MEETING OF THE MINING AND RECLAMATION ADVISORY
BOARD PURSUANT TO SUBSECTION (2), THE DEPARTMENT WILL
PUBLISH THE ADJUSTMENT IN THE REQUIRED AMOUNT OF THE
RECLAMATION FEE IN THE PENNSYLVANIA BULLETIN. ADJUSTMENTS
TO THE AMOUNT OF THE RECLAMATION FEE WILL BECOME



EFFECTIVE UPON PUBLICATION IN THE PENNSYLVANIA BULLETIN.
THE DEPARTMENT'S DETERMINATION OF THE REQUIRED AMOUNT OF
THE RECLAMATION FEE PURSUANT TO SUBSECTIONS (3) AND (4) WILL
BE A FINAL ACTION OF THE DEPARTMENT APPEALABLE TO THE
ENVIRONMENTAL HEARING BOARD.

(6) THE DEPARTMENT WILL CEASE TO ASSESS AND COLLECT
THE RECLAMATION FEE WHEN THE ABS LEGACY SITES TRUST
ACCOUNT ESTABLISHED PURSUANT TO § 86.187(a) (RELATING TO USE
OF MONEY) BECOMES ACTUARIALLY SOUND. THE ABS LEGACY SITES
TRUST ACCOUNT WILL BECOME ACTUARIALLY SOUND WHEN THE
FOLLOWING CONDITIONS ARE MET:

(i) FINANCIAL GUARANTEES SUFFICIENT TO COVER
RECLAMATION COSTS, INCLUDING THE COSTS TO TREAT EACH
DISCHARGE IN PERPETUITY. HAVE BEEN APPROVED BY THE
DEPARTMENT FOR ALL MINE SITES PERMITTED UNDER THE
PRIMACY ALTERNATE BONDING SYSTEM;

(n) CONSTRUCTION OF THE NECESSARY DISCHARGE
TREATMENT FACILITIES HAS BEEN COMPLETED AT THE ABS
LEGACY SITES; AND

Oifl THE ABS LEGACY SITES TRUST ACCOUNT, COMBINED
WITH THE RECLAMATION FEE O&M TRUST ACCOUNT, CONTAINS
FUNDS WHICH GENERATE INTEREST AT A RATE AND IN AN
AMOUNT SUFFICIENT TO PAY THE ANNUAL OPERATION AND
MAINTENANCE COSTS FOR TREATING POST-MINING
POLLUTIONAL DISCHARGES AT THE ABS LEGACY SITES.

SubchapterF. BONDING AND INSURANCE REQUIREMENTS

BOND FORFEITURE

§86.187. Use of money.

(a) Moneys received from fees, fines, penalties, bond forfeitures and other monies
received under authority of the Surface Mining Conservation and Reclamation Act (52 P. S.
§§ 1396.1~1396.31), and interest earned on the moneys, will be deposited in the Fund.

(1) Moneys received from the RECLAMATION fees required by § 86.17[#]
(E) (relating to permit and reclamation fees), and THE interest accrued on these monies,
[will be used only to reclaim land and restore water supplies affected by surface



mining operations for which the Department has forfeited bonds, as a supplement to
bond forfeiture—funds.] WILL BE DEPOSITED INTO A SEPARATE
SUBACCOUNT WITHIN THE FUND CALLED THE RECLAMATION FEE
O&M TRUST ACCOUNT.

(i) THE DEPARTMENT WILL DEPOSIT INTO THE
RECLAMATION FEE O&M TRUST ACCOUNT, UP TO $500,000 IN A
FISCAL YEAR, THE MONEYS COLLECTED FROM CIVIL PENALTIES
ASSESSED BY THE DEPARTMENT PURSUANT TO THE SURFACE
MINING CONSERVATION AND RECLAMATION ACT (52 P. S.
§§1396.1-1396.31) LESS THE PERCENTAGE OF THOSE PENALTY
MONEYS DUE THE ENVIRONMENTAL EDUCATION FUND
PURSUANT TO 35 P.S. § 7528. IF THE AMOUNT OF PENALTY
MONEYS COLLECTED EXCEEDS $500,000 DURING A FISCAL YEAR,
THE DEPARTMENT MAY DEPOSIT THE AMOUNT COLLECTED IN
EXCESS OF $500,000 INTO THE FUND AND USE THE EXCESS
AMOUNT IN ACCORDANCE WITH SUBSECTION (3).

(ii) THE DEPARTMENT MAY DEPOSIT INTO THE
RECLAMATION FEE O&M TRUST ACCOUNT A PORTION, TO BE
DETERMINED AT THE DEPARTMENT'S DISCRETION, OF THE
INTEREST EARNED ON OTHER MONEYS IN THE FUND.

(iii) THE DEPARTMENT MAY DEPOSIT OTHER MONEYS
INTO THE RECLAMATION FEE O&M TRUST ACCOUNT,
INCLUDING APPROPRIATIONS, DONATIONS, OR, THE FEES
COLLECTED FOR SUM-CERTAIN FINANCIAL GUARANTEES
NEEDED TO FACILITATE FULL-COST BONDING IN ACCORDANCE
WITH APPLICABLE LAW.

(iv) THE MONEYS DEPOSITED IN THE RECLAMATION FEE
O&M TRUST ACCOUNT WILL BE USED TO PAY CONSTRUCTION
COSTS AND OPERATION AND MAINTENANCE COSTS ASSOCIATED
WITH TREATING POST-MINING POLLUTIONAL DISCHARGES AT
ABS LEGACY SITES, AND SUCH MONEYS MAY NOT BE USED FOR
ANY OTHER PURPOSE. FOR PURPOSES OF THIS SECTION,
OPERATION AND MAINTENANCE INCLUDES RECAPITALIZATION
COSTS. MONEYS IN THE RECLAMATION FEE O&M TRUST
ACCOUNT WILL BE HELD BY THE COMMONWEALTH IN TRUST
FOR THE BENEFIT OF ALL THE PEOPLE TO PROTECT THEIR
RIGHT TO PURE WATER AND THE PRESERVATION OF THE
VALUES OF THE ENVIRONMENT. THE STATE TREASURER WILL
MANAGE THE INVESTMENT OF THE FUNDS IN THE
RECLAMATION FEE O&M TRUST ACCOUNT WITH THE ADVICE OF
THE DEPARTMENT.



(2) Moneys received from the forfeiture of bonds will be used only to reclaim
land and restore water supplies affected by the surface mining operations upon which
liability was charged on the bond, except as otherwise provided IN THIS SECTION
AND in §86.190 (relating to sites where reclamation is unreasonable, unnecessary or
impossible; excess funds). Interest accrued on these monies will be used only to reclaim
land and restore water supplies affected by surface mining operations for which the
Department has forfeited bonds, as a supplement to bond forfeiture funds.

(i) MONEYS RECEIVED FROM BONDS FORFEITED ON ABS
LEGACY SITES, AND THE INTEREST ACCRUED ON SUCH MONEYS,
WILL BE DEPOSITED INTO A SEPARATE SUBACCOUNT IN THE
FUND CALLED THE ABS LEGACY SITES TRUST ACCOUNT. THE
DEPARTMENT MAY, UPON REVIEW AND RECOMMENDATION OF
THE MINING AND RECLAMATION ADVISORY BOARD, TRANSFER
EXCESS MONEYS FROM THE RECLAMATION FEE O&M TRUST
ACCOUNT INTO THE ABS LEGACY SITES TRUST ACCOUNT. THE
DEPARTMENT MAY DEPOSIT OTHER MONEYS INTO THE ABS
LEGACY SITES TRUST ACCOUNT, INCLUDING APPROPRIATIONS,
DONATIONS. OR INTEREST EARNED ON OTHER MONEYS IN THE
FUND.

Oft MONEYS IN THE ABS LEGACY SITES TRUST
ACCOUNT, INCLUDING THE INTEREST ACCRUED BY THE TRUST
ACCOUNT. WILL BE USED TO PAY THE OPERATION AND
MAINTENANCE COSTS ASSOCIATED WITH TREATING POST-
MINING POLLUTIONAL DISCHARGES AT ABS LEGACY SITES, AND
SUCH MONEYS MAY NOT BE USED FOR ANY OTHER PURPOSE.
MONEYS IN THE ABS LEGACY SITES TRUST ACCOUNT WILL BE
HELD BY THE COMMONWEALTH IN TRUST FOR THE BENEFIT OF
ALL THE PEOPLE TO PROTECT THEIR RIGHT TO PURE WATER
AND THE PRESERVATION OF THE VALUES OF THE
ENVIRONMENT. THE STATE TREASURER WILL MANAGE THE
INVESTMENT OF THE FUNDS IN THE ABS LEGACY SITES TRUST
ACCOUNT WITH THE ADVICE OF THE DEPARTMENT.

pip THE DEPARTMENT MAY NOT MAKE DISBURSEMENTS
FROM THE ABS LEGACY SITES TRUST ACCOUNT UNTIL THAT
TRUST ACCOUNT BECOMES ACTUARIALLY SOUND. THE ABS
LEGACY SITES TRUST ACCOUNT WILL BECOME ACTUARIALLY
SOUND WHEN THE FOLLOWING CONDITIONS ARE MET:

(A) FINANCIAL GUARANTEES SUFFICIENT TO
COVER RECLAMATION COSTS. INCLUDING THE COSTS TO
TREAT EACH DISCHARGE IN PERPETUITY, HAVE BEEN
APPROVED BY THE DEPARTMENT FOR ALL MINE SITES



PERMITTED UNDER THE PRIMACY ALTERNATE BONDING
SYSTEM;

(B) CONSTRUCTION OF THE NECESSARY
DISCHARGE TREATMENT FACILITIES HAS BEEN
COMPLETED AT THE ABS LEGACY SITES; AND

(C) THE ABS LEGACY SITES TRUST ACCOUNT,
COMBINED WITH THE RECLAMATION FEE O&M TRUST
ACCOUNT, CONTAINS FUNDS WHICH GENERATE INTEREST
AT A RATE AND IN AN AMOUNT SUFFICIENT TO PAY THE
ANNUAL OPERATION AND MAINTENANCE COSTS FOR
TREATING POST-MINING POLLUTIONAL DISCHARGES AT
THE ABS LEGACY SITES.

(iv) WHEN THE ABS LEGACY SITES TRUST ACCOUNT
BECOMES ACTUARIALLY SOUND THE DEPARTMENT WILL
TRANSFER THE MONEYS IN THE RECLAMATION FEE O&M TRUST
ACCOUNT INTO THE ABS LEGACY SITES TRUST ACCOUNT AND
THE RECLAMATION FEE O&M TRUST ACCOUNT WILL
TERMINATE. AT THAT TIME. THE RECLAMATION FEE OR THE
ALTERNATIVE PERMANENT FUNDING SOURCE. WHICHEVER IS IN
PLACE. WILL CEASE AND THE DEPOSIT OF CIVIL PENALTY
MONEYS PURSUANT TO S S6.187(a)(l)(i) WELL ALSO CEASE.

(3) Other moneys deposited in the Fund may be used to reclaim land affected by
surface mining operations and for other conservation purposes consistent with the purposes of
the Fund, including restoration of water supplies affected by surface mining operations. The
Department may also use the money in the Fund, other than the monies described in paragraphs
(1) and (2), for necessary administrative expenses, including the purchase, lease or rental of
vehicles, equipment, office space, laboratory supplies or other supplies, materials or services and
personnel and overhead expenses.

(b) The Department, after notifying and consulting with the landowner, will expend
the funds to reclaim the land affected by the operation in [such] a manner [as to complete]
which completes the approved reclamation plan of the licensed mine operator whose bonds were
forfeited for the reclamation site or an alternative reclamation plan completed under
subsection (c). The Department^ after notifying and consulting with the landowner,] will
expend the funds to reclaim the land affected by the operation in [such] a manner [as to
complete a] which completes an alternative reclamation plan in compliance with subsection
(c) if either of the following apply:



(c) If the Department determines under subsection (b) that an alternative to the approved
reclamation plan of the licensed mine operator whose bonds were forfeited for the reclamation
site should be implemented, the Department will prepare and implement a plan [that makes the
bond forfeiture site suitable at a minimum for agriculture, forests, recreation, wildlife or
water conservation] that complies with the applicable performance standards in
accordance with § 86.189(e)(2), (3) or (4), whichever is appropriate, and that ensures that
all disturbed areas are restored to conditions that are capable of supporting either the uses
they were capable of supporting before any mining, or higher or better uses.

§ 86.188. Evaluation of bond forfeiture sites.

* * * * *

(b) The Department will prioritize a bond forfeiture site according to the following
categories, which are listed in decreasing order of severity of condition:

[(5) Other sites which need reclamation.]

(c) The Department, in selecting sites for reclamation under § 86.189(b)(l) (relating to
reclamation of bond forfeiture sites), will consider the following factors:

(3) [The availability of funds to accomplish the required reclamation of thd site, or
that portion of the site which is threatening life, health, safety, other property or the
environment.

(4)] The willingness of the landowner, or other person, to undertake the reclamation of
the site under § 86.189(b)(2), (3) or (4), as evidenced by previous reclamation activity
performed on the site or other indications of willingness to reclaim by the landowner or
other person.

[(5)] (4) * * *

[(6)] {5} * * *
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[(7)] £6} * * *

[(8)]£Z) * * *

* * * * *

§ 86.189. Reclamation of bond forfeiture sites.

(c) The Department will not enter into a reclamation contract under this section with a
person unless the person demonstrates the following to the satisfaction of the Department:

(2) For bond forfeiture sites for which permits were issued under the Federally-
approved surface coal mining regulatory program which took effect July 31, 1982, the
proposed reclamation plan will result in reclamation of the site in a manner consistent
with The Clean Streams Law and the regulations promulgated thereunder for active
surface coal mining operations, as specified in the contract, and the Surface Mining
Conservation and Reclamation Act and the regulations promulgated thereunder for active
surface coal mining operations [, except as provided in paragraph (5)].

(3) For bond forfeiture sites for which the bonds were declared forfeit on or after
May 3, 1978, and for which permits were not issued under the Federally-approved
surface coal mining regulatory program which took effect July 31, 1982, the proposed
reclamation plan will result in reclamation of the site in a manner that is consistent with
the interim Federal program regulations first published at 42 FR 62639 (December 13,
1977), as well as The Clean Streams Law and the regulations promulgated thereunder in
effect at the time the bonds were declared forfeit, as specified in the contract, and the
Surface Mining Conservation and Reclamation Act and the regulations promulgated
thereunder in effect at the time the bonds were declared forfeit. If the Department's
permit files for the site clearly show that surface mining activities on the site occurred
before August 3, 1977, the proposed reclamation plan may be consistent with paragraph
(4)[, except as provided in paragraph (5)].
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(4) For bond forfeiture sites for which the bonds were declared forfeit before
May 3, 1978, the proposed reclamation plan will result in reclamation of the site in a
manner that is consistent with The Clean Streams Law and the regulations promulgated
thereunder that were applicable to active surface coal mining operations at the time the
bonds were declared forfeit, as specified in the contract, and the Surface Mining
Conservation and Reclamation Act and the regulations that were promulgated thereunder
at the time the bonds were declared forfeit [, except as provided in paragraph (5)].

(5) [In lieu of relevant statutes and regulations that are specifically
applicable to post mining land use, the plan for a bond forfeiture site may propose
to make the site suitable at a minimum for agriculture, forests, recreation, wildlife
or water conservation under § 86.187(c).

(6)] Except in the case of a landowner of a bond forfeiture site under subsection
(b)(2) and (4), the person shall demonstrate the following:

§ 86.190. Sites where reclamation is unreasonable, unnecessary or impossible;
excess funds.

(a) If the Department determines in the evaluation of a bond forfeiture site that
completion of the approved reclamation plan of the licensed mine operator whose bonds were
forfeited for the reclamation site or an alternative reclamation plan is unreasonable, unnecessary
or physically impossible, the bond amount will be made available for expenditure from the Fund
only to reclaim land and restore water supplies affected by surface mining operations for which
the Department has forfeited bonds. The reasons justifying this determination include [, but are
not limited to,] the following:

[(3) The landowner refuses to allow the site to be reclaimed, and the site is
not a hazard to public health, safety and welfare or adjacent property.]
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Subchapter J. REMINING AND RECLAMATION INCENTIVES

BONDING INCENTIVES

§ 86.283. Procedures.

(c) An operator approved to participate in the financial guarantees program is not
required to pay the per acre reclamation fee required by § 86.17(e) (relating to permit and
reclamation fees) for the remining area.

(d) The Department will issue a letter to the operator specifying the amount of money in
the financial guarantees special account in the Remining Financial Assurance Fund which has
been reserved as collateral for the operator's reclamation obligations on the remining area. A
copy of the letter will be kept in the operator's permit application file.
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Rulemaking on Coal Mine Reclamation Fees
and Reclamation of Bond Forfeiture Sites (#7-401)

Comment/Response Document



This document presents comments submitted in regard to the Environmental Quality Board's
proposed rulemaking on Coal Mine Reclamation Fees and Reclamation of Bond Forfeiture Sites
and the Department's responses to those comments. The Environmental Quality Board approved
publication of the proposed amendments at its meeting on May 17, 2006. The proposed
rulemaking was published in the Pa. Bulletin on August 5, 2006. See 36 Pa. Bull. 4200 (August
5, 2006). Public comments were accepted from August 5, 2006 to September 5, 2006, and the
public comment period officially closed on September 5, 2006. The period for comments to be
received from the Independent Regulatory Review Commission closed on October 5, 2006.



List of Commenters

Mr. Kurt J. Wiest1

Senior Attorney
Citizens for Pennsylvania's Future
610 North Third Street
Harrisburg, PA 17101

1 Mr. Wiest, representing Citizens for Pennsylvania's Future, submitted comments on behalf of a group of six
organizations. The group of commenters included the Pennsylvania Federation of Sportsmen's Clubs, Inc.,
Pennsylvania Chapter Sierra Club, Pennsylvania Trout, Inc., Tri-State Citizens Mining Network, Inc., Mountain
Watershed Association, Inc. and Citizens for Pennsylvania's Future.



Comments and Responses

Eliminating the Reclamation Fee Required by § 86.17(e) Would Allegedly Violate Federal Law

Comment: Of the group of six organizations that submitted comments, five are appellants in
a federal lawsuit currently pending before the United States District Court for the Middle District
of Pennsylvania called Pennsylvania Federation of Sportsmen's Clubs, Inc. et al. v. Kempthorne,
et al, (No. 03-cv-0220) and a related case in the same court called Pennsylvania Federation of
Sportsmen's Clubs, Inc. et al. v. McGinty, et al., (No. 99-cv-1791). The Kempthorne (previously
called Norton) case names the U.S. Department of the Interior and federal Office of Surface
Mining Reclamation and Enforcement (OSM) as defendants; the Department intervened as a
defendant in this litigation. See Pennsylvania Federation of Sportsmen's Clubs, Inc. et al. v.
Norton, et al, 413 F. Supp. 2d 358 (M.D. Pa. 2006). The U.S. District Court in Norton rejected
commenters/appellants' arguments and granted the joint motion of the federal defendants and the
Department requesting dismissal of the case. Id. The commenters/appellants appealed the
decision of the District Court to the U.S. Court of Appeals for the Third Circuit.

Concisely stated, they argue in the litigation that it was a violation of section 509 of the
Federal Surface Mining Control and Reclamation Act (FSMCRA), 30 U.S.C. § 1259, and the
regulations implementing FSMCRA issued by OSM, specifically 30 CFR § 800.1 l(e)(l), for the
Department to terminate its Alternate Bonding System (ABS) when it converted to a
Conventional Bonding System (CBS) in 2001. Commenters also argue that, even if the ABS
was terminated in 2001, the primacy ABS forfeited sites plus any additional sites whose
reclamation costs are not fully covered by CBS bonds (the ABS Legacy Sites), remain subject to
the requirements of § 800.1 l(e)(l). As such, commenters/appellants argued that Pennsylvania
remains obligated to provide for the complete reclamation and treatment of the ABS Legacy
Sites and their pollutional discharges by assuring the Department has available sufficient money
to complete reclamation for these sites at any time. See 30 CFR § 800.1 l(e)(l). These
commenters incorporated the arguments from their brief filed with the Court of Appeals into
their comments on the proposed repeal of § 86.17(e).

Response: The Third Circuit decided commenters/appellants' appeal and issued an opinion
on August 7, 2007 in which the court reversed, in part, the district court and remanded the case
to the district court for further proceedings in accordance with the appellate decision. See
Pennsylvania Federation of Sportsmen's Clubs, Inc. v. Kempthorne, 497 F.3d 337 (3d Cir.
2007). The Third Circuit reached two essential conclusions. First, the appellate court agreed
with the district court that Pennsylvania terminated its ABS in August 2001 and effectively
converted to a CBS at that time, and that OSM did not abuse its discretion in approving that
conversion. While there still is a legacy alternative bond fund generated by collection of the
reclamation fee, "there is no longer a current or prospective ABS in Pennsylvania." 497 F.3d at
349. Second, the Third Circuit did not agree with the district court that the ABS Legacy Sites are
no longer subject to regulation under 30 CFR § 800.1 l(e). The Court explained the issue as
follows:

Although we have determined that Pennsylvania has effectively converted to a
CBS and OSM did not abuse its discretion in approving that conversion, neither
we nor OSM are yet out of the woods, so to speak. That is because we are still



faced with the question of what obligations, if any, Pennsylvania has to ensure
reclamation of sites forfeited before the conversion to a CBS began, plus any
additional sites whose reclamation costs are still not fully covered by CBS bonds.
To clarify, it is important we distinguish between the ABS as a bonding program,
which no longer exists in Pennsylvania, and the particular mine sites bonded
under that now defunct program. This distinction is a critical one as the
conclusion that it is permissible under SMCRA for a State to dissolve its ABS
program, in the manner Pennsylvania has, does not lead eluctably to the
conclusion that all liabilities accrued under that program are also automatically
dissolved. In other words, there are still mining sites in Pennsylvania that were
originally bonded under the ABS and forfeited prior to the CBS conversion. The
question remains as to what obligations Pennsylvania has to provide for complete
reclamation and treatment of these mining sites and their pollutional discharges.

\KempfW7ze, 497 F.3d at 349-50.

The Third Circuit concluded that 30 CFR § 800.1 l(e) continues to apply to the ABS
Legacy Sites and "that § 800.1 l(e) requires that Pennsylvania fulfill the obligations it voluntarily
assumed to ensure that these sites are fully reclaimed." 497 F.3d at 353. Under § 800.11(e) an
alternate bonding system "must assure that the regulatory authority will have available sufficient
money to complete the reclamation plan for any areas which may be in default at any time." 30
CFR § 800.1 l(e)(l). Thus, the Third Circuit ruled that Pennsylvania must assure that it will have
sufficient money available at any time to complete the reclamation of all ABS Legacy Sites,
including the treatment of any post-mining pollutional discharges at these sites.

With respect to commenters' contention that the proposed repeal of § 86.17(e) would
necessarily violate federal law, the Department disagrees with this broad assertion. There is no
specific requirement in federal law for Pennsylvania to impose a per-acre reclamation fee for
coal surface mining activities conducted in the Commonwealth. To maintain its jurisdiction over
regulation of coal surface mining activities, Pennsylvania must maintain a State program in
accordance with the requirements of FSMCRA. See 30 U.S.C. § 1253. State laws may not be
inconsistent with the provisions of FSMCRA, 30 U.S.C. § 1255(a), and in general a State
program must be at least as effective as the requirements in FSMCRA. 30 U.S.C. § 1255. There
is no specific provision in Title V of FSMCRA regarding imposition of a per-acre reclamation
fee like that imposed by § 86.17(e). FSMCRA states a general requirement that before a coal
mining permit is issued an operator must post a performance bond sufficient to assure
completion of the reclamation plan if the work had to be performed by the regulatory authority.
30 U.S.C. § 1259(a). Section 509 of FSMCRA also allows OSM to approve as part of a state
program an "alternative bonding system that will achieve the objectives and purposes of the
bonding program pursuant" to section 509. 30 U.S.C. § 1259(c). The precise details of an
acceptable alternative bonding system are not specified by federal law; thus, a State's alternative
bonding system is not specifically required by federal law to include a per-acre reclamation fee
of the type found in § 86.17(e).

On the other hand, the Third Circuit's ruling makes clear that Pennsylvania must assure
that it will have sufficient money available at any time to complete the reclamation of all ABS
Legacy Sites, including the treatment of any post-mining pollutional discharges at these sites. To



comply with this mandate, Pennsylvania must assess the extent of the liability associated with all
of the ABS Legacy Sites, and must identify specific sources of revenue that will generate enough
money to cover the costs of reclaiming these sites, including the costs for treating any pollutional
discharges at these sites. In response to comments on the proposed rulemaking and the
recommendation of the Mining and Reclamation Advisory Board, and in light of the Third
circuit ruling in Kempthorne, the Department has determined that the reclamation fee is an
adjustable source of revenue that should be used for this purpose and consequently has decided
not to repeal the reclamation fee as proposed. The final rulemaking will restructure the
reclamation fee as part of the Department's compliance with the mandate of the Third Circuit
ruling and the requirements of 30 CFR § 800.1 l(e) as applied to the ABS Legacy Sites.

Comment: Commenters contend that Pennsylvania must maintain an active ABS
concurrently with the CBS until every site bonded under the ABS that remains permitted has
completely converted to a CBS by posting reclamation guarantees covering the full cost of the
remaining reclamation, including perpetual mine drainage treatment. They argue that
eliminating the $100 per-acre reclamation fee in § 86.17(e) will violate federal law because the
fee is a necessary component of an active ABS in Pennsylvania. (1)

Response: Conversion from the ABS to the CBS involved three basic categories of surface
mine sites: (i) permitted sites which were being actively mined; (ii) permitted sites at which coal
mining had ceased but operators continued to treat post-mining pollutional discharges on the
sites; and, (iii) forfeited sites necessitating reclamation, some but not all of which needed both
land reclamation and treatment of post-mining pollutional discharges. The conversion of all
actively-mined permitted surface coal mine sites to the CBS has been completed. The
Department disagrees with commenters' assertion that Pennsylvania must maintain an active
ABS concurrently with the CBS implemented in 2001. This question was resolved by the Third
Circuit in Kempthorne when it decided that Pennsylvania terminated its active ABS in August
2001. But, as the court pointed out, for practical purposes the critical question is how the
Department must address the remnants of Pennsylvania's ABS—i.e., any outstanding land
reclamation at primacy ABS forfeiture sites; the treatment of pollutional discharges at primacy
ABS forfeiture sites; and the reclamation of any additional sites originally permitted under the
primacy ABS whose reclamation costs are not fully covered by CBS bonds or fully-funded
trusts. The final rulemaking devises a flexible system capable of generating sufficient revenue to
cover the costs to reclaim the ABS Legacy Sites. The system includes an adjustment mechanism
in the reclamation fee, as well as the mandatory dedication of certain other funding sources, in
order to accommodate the fluctuations that will certainly occur in the costs to treat post-mining
pollutional discharges at the ABS Legacy Sites. ,

As stated above, a reclamation fee is not a necessary component of an alternate bonding
system. Tcrmeet the requirements of federal law, an alternate bonding system must achieve the
objectives and purposes of a bonding program pursuant to section 509 of FSMCRA. 30 U.S.C. §
1259(c). The structure of an acceptable alternate bonding system can take many forms; (for
example, as commenters point out, the West Virginia Legislature imposed a temporary surcharge
on mine operators ranging from three to fourteen cents per ton of coal produced in the state in
order to help fund its alternate bonding system). Therefore, it would not have been a violation of
federal law to eliminate the per-acre reclamation fee. Nevertheless, the Department has



determined that the reclamation fee is an adjustable source of revenue which should be used for
the purpose of addressing the remnants of the ABS—the ABS Legacy Sites—and therefore has
decided not to repeal the reclamation fee as proposed. The final rulemaking will restructure the
reclamation fee as part of the Department's compliance with the mandate of the Third Circuit
ruling and the requirements of 30 CFR § 800.1 l(e) as applied to the ABS Legacy Sites.

Comment: Commenters argue that the ABS cannot be legally terminated until all sites for
which bonds were forfeited during administration of the ABS have been fully reclaimed,
including provision for perpetual treatment of post-mining discharges on the ABS forfeiture
sites. (1)

Response: The Department's position that the ABS could legally be terminated under the
relevant circumstances was upheld by the federal District Court, and the Third Circuit affirmed
that aspect of the lower court decision. But, as stated above, termination of the ABS is no longer
the real issue; the critical question is how the Department must address the remnants of
Pennsylvania's ABS, which includes all sites for which bonds were forfeited during
administration of the primacy ABS. The Third Circuit determined that 30 CFR § 800.1 l(e)
continues to apply to primacy ABS forfeiture sites and that under § 800.1 l(e) Pennsylvania
"must assure" that it will have "available sufficient money to complete the reclamation plan for
any" primacy ABS sites which may be in default at any time. Thus, Pennsylvania must assure
that it will have sufficient money available at any time to complete the reclamation of all
primacy ABS forfeiture sites, including the treatment of any post-mining pollutional discharges
at these sites.

To comply with this mandate, Pennsylvania must assess the extent of the liability
associated with the ABS Legacy Sites, and must identify specific sources of revenue that will
generate enough money to cover the costs of reclaiming these sites, including the ongoing costs
for treating discharges at these sites. The Department has determined that the reclamation fee is
an adjustable source of revenue which should be used for this purpose, and has decided not to
repeal the reclamation fee as proposed. The final rulemaking will restructure the reclamation fee
as part of the Department's compliance with the mandate of the Third Circuit ruling and the
requirements of 30 CFR § 800.11(e) as applied to the ABS Legacy Sites. The Department has
also identified other sources of funding for performing reclamation of the ABS Legacy Sites—
including the interest earned by the reclamation fee monies, civil penalties assessed pursuant to
SMCRA, and interest on other moneys in the SMCRA Fund. Further amendments to §§ 86.17(e)
and 86.187 were made in response to comments on the proposed rulemaking; the regulatory
amendments will require the Department to dedicate the identified funding sources to paying the
reclamation costs for ABS Legacy Sites. The final rulemaking will also establish a procedure for
adjusting the reclamation fee amount. The adjustment procedure is necessary to accommodate
the fluctuations in operation and maintenance costs that will occur over time and to maintain a
sufficient cushion in the Reclamation Fee O&M Account. The cushion will make funds available
to continue treatment of discharges at underfunded ABS sites forfeited in the future and added to
the class of ABS Legacy Sites, thus preventing water pollution at these sites and helping to
assure that the Department has sufficient money at any time to treat the discharges at all the ABS
Legacy Sites. As a result of the amendments, this final rulemaking will establish an enforceable
regulatory mechanism to address the remnants of the primacy ABS in a manner that meets the



requirements of § 800.1 l(e), the Third Circuit's application of the law to Pennsylvania's bonding
program, and the OSM program amendment at issue in the litigation.

Discontinuing Collection of the Reclamation Fee Imposed by § 86.17(e) Would be Unwise and
Inappropriate

Comment: Commenters suggest that it would be unwise to discontinue collection of the $ 100
per-acre reclamation fee imposed by § 86.17(e) because the revenue from the reclamation fee
could be used to supplement the CBS. The revenue could be particularly helpful for any
actively-mined permitted sites with long-term mine drainage treatment or substantial land-
reclamation liabilities that are currently under-bonded, in the event that such sites are ultimately
abandoned and the bonds forfeited. (1)

Response: The Department disagrees with commenters that the reclamation fee should be
used to supplement the CBS. The CBS internalizes the costs of mining and reclamation first and
foremost on a site-by-site/operator-by-operator basis. The most equitable manner of
implementing the CBS is to assure that the conventional bond for each individual permitted site
is properly calculated in order to cover the cost for the Department to complete the site
reclamation plan, including treatment of all post-mining discharges in perpetuity. The
Department has actively pursued this goal by undertaking frequent and continuous study of its
methods for calculating conventional bonds. A refinement of Technical Guidance Document
No. 563-2504-001, Conventional Bonding for Land Reclamation—Coal, was recently completed
with input from the Mining and Reclamation Advisory Board as part of this effort. See 36 Pa.
Bull. 7178 (Nov. 25, 2006). In addition, the Pennsylvania Surface Mining Conservation and
Reclamation Act (PASMCRA) established the Surface Mining Conservation and Reclamation
Fund (SMCR Fund). See 52 P.S. § 1396.18. Moneys from permit and license fees, penalties,
fines and other moneys received pursuant to PASMCRA are placed into the SMCR Fund and
may be used as a supplement to bond forfeiture funds. Id.; 25 Pa. Code § 86.187. It has been
and will continue to be an unusual situation in which a conventionally-bonded active surface coal
mine site is forfeited and turns out to have inadequate bond to complete the reclamation plan. In
these rare cases, alternative enforcement and other mechanisms are used to make up the shortfall
or the site will be reclaimed with the available bond.

Comment: Commenters suggest that the Department should enhance the revenues which
could be used to reclaim sites that were forfeited during administration of the ABS but have not
been fully reclaimed because the sites have untreated post-mining discharges. Referring to the
list of 63 ABS primacy bond forfeiture sites with 99 long-term discharges found in the
Department's 2003 Program Enhancements document, commenters contend that maintaining the
§ 86.17(e) reclamation fee could yield several hundred thousand dollars which could help pay
the costs of long-term treatment facilities at the ABS bond forfeiture discharge sites, and that this
money would be productively used by the Department for this purpose. They further contend
that the cost-benefit analysis included with the proposed rulemaking failed to account for the
benefits to the Commonwealth and the public that would be lost by eliminating the reclamation
fee and foregoing the revenue generated by that fee for reclamation of bond forfeiture sites. (1)



Response: The final rulemaking will greatly enhance the revenues available for reclaiming
sites forfeited during administration of the primacy ABS that were not fully reclaimed because
the sites have untreated post-mining discharges. In fact, the provisions added to the final
rulemaking are designed to ensure that the Department meets the requirements of § 800.1 l(e), as
applied by the Third Circuit and subject to OSM's oversight and enforcement. The Department
must assess the extent of the liability associated with all of the ABS Legacy Sites, and must
identify specific sources of revenue that will generate enough money to cover the costs of
reclaiming these sites, including the costs for treating any discharges at these sites.

There is no single source of funds adequate to treat all of the discharges, which generally
will require perpetual treatment. Moreover, the necessary annual amount for operation and
maintenance costs may change significantly depending upon the number of additional
underfunded sites which go into default and other relevant factors. The Department has
determined that the reclamation fee is an adjustable source of revenue which should be used for
this purpose. The fee will be maintained at its current level of $100 per acre of operational area
until December 31, 2009 and will then be annually adjusted as necessary to assure that the
Department continually has sufficient funds to cover the operation and maintenance costs for
treating discharges at all ABS Legacy Sites. The final rulemaking will also require, by
enforceable regulation, that any interest earned by the reclamation fee moneys be used to pay
operation and maintenance costs associated with treating discharges at ABS Legacy Sites. In
addition, the final rulemaking includes a provision requiring the Department to use moneys
collected from civil penalties assessed under SMCRA for the same purposes. Finally, there are
provisions authorizing the Department to use interest earned on other moneys in the SMCRA
Fund to pay treatment costs at ABS Legacy Sites. These revenue sources will assure that the
Department has sufficient money available at any time to complete the reclamation of all ABS
Legacy Sites, including the treatment of any post-mining pollutional discharges at these sites.

Comment: Commenters contend that the Department drastically cut the amount of revenue
generated by the $100 per-acre reclamation fee following conversion to the CBS because the
Department unlawfully applied the reclamation fee only to the operational area of sites permitted
under the CBS. They further contend that if the Department applied the reclamation fee to the
entire permitted acreage of CBS permitted surface coal mine sites, the Department could be
collecting $600,000 to $800,000 per year in reclamation fees imposed by § 86.17(e). (1)

Response: The Department disagrees with commenters' argument that the Department's
application of § 86.17(e) in the context of the CBS is unlawful. Upon implementation of the
CBS in late 2001, an interpretive question the Department quickly encountered was how to apply
§ 86.17(e) to permits issued under the CBS. The regulation had to be applied in an entirely new
context—a circumstance which presented a classic problem of regulatory interpretation. The
text of § 86.17(e) provides no indication of how to apply the per-acre reclamation fee to permits
issued under the CBS. Exercising its discretion in applying its own regulations, the Department
decided under the circumstances that a reasonable method of applying the reclamation fee
requirement to surface coal mine permits issued under the CBS was to impose the fee solely for
the acreage of the operational area. An administrative agency's interpretation of its own
regulations is to be given great weight unless the interpretation is plainly erroneous. See, e.g.,
Carlson Mining Co. v. Dept. of Environmental Protection, 639 A.2d 1332 (Pa. Cmwlth.), appeal



denied, 538 Pa. 675 (1994). The Department's application of § 86.17(e) in the context of the
CBS is neither plainly erroneous nor unreasonable, and therefore is not unlawful. In order to
squarely address the issue, the final rulemaking will amend the text of § 86.17(e) to expressly
provide that the reclamation fee will be applied to the operational area. The final rulemaking
will also include a definition for "operational area" in § 86.1 as further clarification.

With respect to the potential revenue that could be generated from the $100 per-acre
reclamation fee, in fiscal year 2001-02, (the last year the reclamation fee was collected for all
acreage permitted in surface mining permits), the Department collected $529,813. Following
conversion to the CBS, and application of the reclamation fee solely to the operational area of
permitted surface mining sites, the Department collected $148,936 in fiscal year 2002-03;
$221,620 in fiscal 2004-05; and $201,467 in 2005-06. If the reclamation fee had been collected
for all surface coal mine acreage permitted, the average yield would have been approximately
$600,000 annually for the past five years. Assuming that the reclamation fee were maintained at
$100 per acre, applying the reclamation fee to all of the permitted acreage covered by surface
mining permits would generate additional revenue because the operational area is a subset of the
total acreage permitted. The Department has decided, in accordance with the recommendation of
the Mining and Reclamation Advisory Board, to continue its practice of applying the reclamation
fee to the operational area only, and has amended § 86.17(e) in the final rulemaking to clarify
this manner of assessing the fee. The final rulemaking identifies and dedicates various sources
of revenue—in addition to the reclamation fee—for treating discharges at ABS Legacy Sites.
The combined funding sources will assure that the Department has sufficient money to cover the
costs to perform reclamation at all of the ABS Legacy Sites, including the annual operation and
maintenance costs for treating post-mining discharges. In addition, the final rulemaking
establishes a procedure for adjusting the amount of the reclamation fee in order to accommodate
increases (or decreases) in the annual operation and maintenance costs for ABS Legacy Sites.

Comment: Commenters assert that the Department has broad authority under PASMCRA to
establish other revenue-generating mechanisms in addition to the per-acre reclamation fee, such
as a fee for each ton of coal severed in the State. They recommend that the Department expand
the ABS, concurrent with operation of the CBS, by retaining the per-acre reclamation fee in §
86.17(e) and by proposing a regulation that would impose a per-ton severance fee funding
mechanism for treating discharges on ABS forfeiture sites. Commenters point to West Virginia
as an illustrative example because West Virginia generated significant revenue for its ABS—
approximately $94 million since January 2002 according to commenters—from a Special
Reclamation Tax assessed on each ton of coal extracted in the State. (1)

Response: The Department terminated the ABS and there is no need to continue to operate
an ABS concurrently with the CBS that has been implemented in Pennsylvania. The question is
how to address the remnants of Pennsylvania's ABS, i.e., the ABS legacy sites. Pennsylvania
"must assure" that it will have "available sufficient money to complete the reclamation plan for
any" primacy ABS sites which may be in default at any time. See 30 CFR § 800.1 l(e). The
Department considered whether a per-ton fee should be imposed as a funding mechanism for
addressing mine discharges in Pennsylvania, and this option was discussed in public meetings
with the Mining and Reclamation Advisory Board in response to comments received on the
proposed rulemaking. The Department has determined that the funding source structure
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established by the final rulemaking will enable the Department to meet its obligations under
federal law through an enforceable regulatory mechanism, as required by the Third Circuit ruling
in Kempthorne and the program amendment issued by OSM concerning Pennsylvania's ABS.

Comment: Commenters challenge the rationale for eliminating the reclamation fee stated in
the proposed rulemaking's preamble. They first challenge the Department's "commitment" to
industry that, following conversion of all actively-mined permitted surface coal mine sites to the
CBS, the reclamation fee would be eliminated. Commenters assert that any "commitment" made
by the Department to industry to eliminate the reclamation fee is not binding on the
Environmental Quality Board (EQB). They also assert that the EQB may not legally consider
any such commitment when determining whether to adopt the proposed repeal of § 86.17(e) and
the consequent elimination of the $100 per-acre reclamation fee. (1)

Response: The Department agrees with commenters that the EQB is not bound by any
commitment that the Department may make with respect to proposed rulemaking. Under the
law, the EQB is a separate legal entity from the Department, see 71 P.S. §§ 180-1, 510-20, and
the EQB decides whether to promulgate regulations that the Department has proposed to the
EQB for adoption.

With respect to the reclamation fee specifically, the Department's commitment to
eliminate the reclamation fee was made in the overall context of the conversion from the ABS to
the CBS—an enormous administrative undertaking. Financial analyses of the ABS found that
the system was already in deficit and that the system would inevitably fail completely. Because
of the substantial costs for operators to convert to conventional bonds, an overnight conversion
to a conventional bonding system would only have exacerbated the problem under the ABS
posed by forfeitures and inadequate funds for reclamation of forfeited sites. The Department's
purpose in converting to the CBS was to find solutions to the problem of unreclaimed forfeited
and abandoned surface coal mine sites under the ABS—without bankrupting industry and
thereby making Pennsylvania's mining reclamation problems worse. Consequently, the decision
to convert to a CBS required a complex approach by the Department in coordination with the
legislature and the mining industry. The main components of the approach included: (1) a
comprehensive analysis by the Department of the existing ABS deficit for land reclamation; (2)
appropriation of $5.5 million by the legislature to cover that land reclamation deficit; (3)
Department development of a conversion assistance financial guarantee program by which the
Department effectively operates as a surety and provides part of the bonding for conventional
bonds, thus easing the transition for active operators to the CBS and thereby preventing
bankruptcies and/or abandonment of sites; (4) appropriation of $7 million by the General
Assembly to underwrite the conversion assistance financial guarantee program; (5) development
of a detailed conventional bonding guidance document that set forth the mechanics of the
conventional bonding process; (6) implementation of conventional bonding for all ABS actively-
mined permitted surface coal mine sites; (7) development of a workable plan to address all post-
mining pollutional discharges on the ABS forfeiture sites—resulting in the Program
Enhancement Document and the Discharge Abatement Workplan; (8) termination of the ABS;
(9) a "commitment" to eliminate the reclamation fee once the conversion of all actively-mined
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permitted surface coal mining sites to the CBS was completed; and, (10) implementation of
conventional bonding for under bonded sites that have a post-mining pollutional discharge. No
commitment to a particular outcome of a proposed rulemaking has been, or could be, made and
the EQB has discretion under the law to disapprove the Department's proposal to repeal §
86.17(e).

Comment: Commenters also challenge the rationale stated in the proposed rulemaking's
preamble that the conversion to a CBS is essentially complete and therefore elimination of the
reclamation fee is now appropriate. Commenters assert that the conversion to a CBS is not
complete unless every ABS site that was permitted as of August 2001 has replaced its ABS bond
coverage with financial guarantees covering the full costs of reclamation, including perpetual
treatment of any post-mining discharges. They contend that this condition has not been met and
therefore the reclamation fee should not be eliminated. (1)

Response: The Department disagrees with commentators' assertion that conversion to the
CBS is not complete until every single site permitted as of August 2001, including sites with no
active mining, has posted fully-funded financial guarantees. The ABS was discontinued and
terminated in 2001 and the process of converting surface coal mining permits was undertaken.
By 2002, all permitted surface coal mining sites actively mining coal were converted to the CBS
through the posting of full-cost reclamation bonds. All new surface coal mining permits issued
after August 2001 are part of the CBS and have posted conventional full-cost reclamation bonds.
The Department has operated only a CBS—not a dual system of CBS and ABS—for surface coal
mine sites since 2001, and the Third Circuit in Kempthorne agreed that the Department
terminated the ABS in 2001.

At the time of conversion to the CBS there were some surface coal mining sites,
permitted under the primacy ABS, that were not being actively mined but had post-mining
pollutional discharges, and the operators were continuing to treat the discharges. The bonds for
these sites were not sufficient to cover the costs to perpetually treat the discharges. These sites
remain part of the ABS Legacy until the costs to treat the discharges in perpetuity are covered by
fully-funded financial guarantees. Additional bond needed to be posted, or fully-funded trusts
established, for 270 treatment facilities to treat 400 existing post-mining discharges at these sites.

As of December 2007, operators had posted additional bonds, or established trust funds,
through the execution of 72 agreements. These agreements cover 174 discharge treatment
facilities treating 244 discharges. Forty-four of the 72 agreements are for full-cost bonds totaling
$109.1 million; sixteen are fully-funded trusts totaling $45.5 million; eleven involve trusts being
funded over time that will total $43.1 million when fully funded; and, one agreement has. been
reached for a trust that has not yet been funded but will total $253,000 when funded.
Negotiations are currently ongoing for 22 agreements for 55 facilities and 59 discharges, with a
total estimated financial obligation (bond or trust) of $57.8 million. It is expected that about 124
agreements would be needed to fund the entire set of 270 treatment facilities. The Department
has been working to obtain fully-funded financial guarantees for these ABS-permitted discharge
sites, but some of these continue to be underfunded. Moreover, the operator may ultimately
default on its obligation at some of these sites and such defaulted sites would become part of the
ABS legacy for which the Department must assure long-term funding for discharge treatment.
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As to the forfeited primacy ABS sites, land reclamation on all forfeited primacy ABS
sites will likely be completed in the next two years, primarily with funds remaining from the $5.5
million appropriated by the Legislature in 2001, coupled with money from forfeited ABS bonds.
Discharge treatment facilities must be constructed for some of the forfeited primacy ABS sites at
an estimated cost of approximately $2.8 million, and the estimated annual operation and
maintenance costs for all these sites is approximately $1.2 million.

The Department had planned to address the discharges on primacy ABS forfeiture sites as
part of its comprehensive approach to all mining discharge sites, as outlined in its Discharge
Abatement Workplan. Given the successful conversion to the CBS and the Department's
decision to take a comprehensive approach to all mining discharge sites, the Department believed
it was appropriate to propose the elimination of the reclamation fee. However, the proposed
rulemaking generated significant comments regarding the specific financial means that would be
used by the Department to address the remnants of the ABS and whether it was appropriate to
eliminate the reclamation fee before reclamation of all the ABS Legacy Sites was completed. In
response to the comments raised and the recommendation of the Mining and Reclamation
Advisory Board, and in light of the Third Circuit ruling in Kempthorne, the Department has
determined that the reclamation fee remains an adjustable funding source that should be used for
the operation and maintenance costs associated with treating post-mining pollutional discharges
at the ABS Legacy Sites. Consequently, the Department has decided not to repeal the
reclamation fee as proposed. The final rulemaking will restructure the reclamation fee as part of
the Department's compliance with the mandate of the Third Circuit ruling and the requirements
of 30 CFR § 800.11 (e) as applied to the ABS Legacy Sites.

Impact of Outstanding Litigation on the Proposed Rulemaking

Comment: Commenters contend that the reclamation fee in § 86.17(e) should not be
eliminated until after the U.S. Court of Appeals for the Third Circuit issues its decision in the
PSFC v. Kempthorne case because the adequacy of funding of Pennsylvania's ABS is the main
issue in that appeal. (1)

Response: The Third Circuit rendered its decision in the Kempthorne case before the
Department sought approval of the Environmental Quality Board of the final rulemaking. The
proposed elimination of the reclamation fee generated significant public comment. In response
to comments raised, the recommendation of the MRAB, and the Third Circuit ruling in
Kempthorne, the Department determined that the reclamation fee remains an adjustable funding
source which should be used for the operation and maintenance costs associated with treating
post-mining pollutional discharges at ABS Legacy Sites. Consequently, the Department decided
not to repeal the reclamation fee as proposed. The final rulemaking restructures the reclamation
fee as part of the Department's compliance with the Third Circuit ruling in Kempthorne and the
requirements of 30 CFR § 800.11 (e).
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Rulemaking on Coal Mine Reclamation Fees
and Reclamation of Bond Forfeiture Sites (#7-401)

Advanced Notice of Final Rulemaking Comment/Response Document



This document presents comments submitted in regard to the Department's Advanced Notice of
Final Rulemaking on Coal Mine Reclamation Fees and Reclamation of Bond Forfeiture Sites and
the Department's responses to those comments. The Advanced Notice of Final Rulemaking was
published in the Pa. Bulletin on January 5, 2008. Public comments were accepted from January
5, 2008 to February 4, 2008.



List of Commenters

1. Mr. Kurt J. Wiest1

Senior Attorney
Citizens for Pennsylvania's Future
610 North Third Street
Harrisburg, PA 17101

2. Mr. George Ellis
President
Pennsylvania Coal Association
212 North Third Street
Suite 102
Harrisburg, PA 17101

3. Mine Reclamation Advisory Board
(Comments were made at the January 10, 2008 Mine Reclamation Advisory Board
meeting during discussion of the Advance Notice of Final Rulemaking and through a
motion of the Board.)

1 Mr. Wiest, representing Citizens for Pennsylvania's Future, submitted comments on behalf of a group of six
organizations. The group of commenters included the Pennsylvania Federation of Sportsmen's Clubs, Inc.,
Pennsylvania Chapter Sierra Club, Pennsylvania Trout, Inc., Tri-State Citizens Mining Network, Inc., Mountain
Watershed Association, Inc. and Citizens for Pennsylvania's Future.



Comments and Responses

Comment: The active mining industry is in no way responsible for any of the sites
forfeited under the ABS. Therefore it is unfair that the mining industry is forced to pay the
reclamation fee. (2)

Response: The final-form rulemaking spreads out the financial burden by
incorporating a variety of funding sources. It also provides for the elimination of the reclamation
fee when the supplemental funds are no longer needed.

Comment: The amendments proposed with the ANFR do not do enough to ensure
that the money that will be deposited into the Reclamation Fee O&M Account and the ABS
Legacy Sites Account is not used for some other purpose. The final rulemaking should provide
more protection to ensure the reclamation fee money is used for its intended purpose—treatment
of mine drainage on ABS legacy sites. (3)

Response: The Department revised the final rulemaking to address this concern. The
final rulemaking now follows the examples set by the General Assembly when it specified in the
Surface Mining Conservation and Reclamation Act and in the Clean Streams Law that certain
types of collateral bonds posted by surface mine operators were to be held in trust. The final
rulemaking creates two trust accounts. This final rulemaking serves as a declaration of trust
which provides that funds held in the Reclamation Fee O&M Trust Account and in the ABS
Legacy Sites Trust Account are held in trust by the Commonwealth. The Commonwealth
includes the Department, other offices of the executive branch, the General Assembly and the
state Treasurer. The money that is held in these two trusts is being held for the benefit of all of
the people to effectuate their right to pure water and the preservation of natural and esthetic
values of the environment as specified in Article 1, Section 27 of the Pennsylvania Constitution.
The Commonwealth, collectively, will have a fiduciary duty to manage and use the moneys in
the Reclamation Fee O&M Trust Account and in the ABS Legacy Sites Trust Account to treat
pollutional mine drainage emanating from ABS legacy sites. Should the Commonwealth ever
violate this fiduciary duty by using or attempting to use the moneys for another purpose, any
resident of Pennsylvania with an interest in pure water could initiate proceedings in the
appropriate forum to enforce the terms of the trust.

Comment: The minimum of $50.00 should be deleted from §86.17(e)(2). (2), (3)

Response: The Department has deleted the $50.00 minimum reclamation fee
provision. The final rulemaking now provides the fee will be adjusted annually based upon need
and can be zero if the funding is not needed for that years projected operation and maintenance

Comment: If, instead of the reclamation fee, an alternative source of funding to pay
all of the annual costs covered by the Reclamation Fee O&M Account is established, then the
$100.00 reclamation fee should not be adjusted up or continue to be collected. (2)



Response: Section 86.17(e)(3) of the final rulemaking now contains express language
that provides for the reclamation fee to be used until an alternative funding source in lieu of the
reclamation fee is established to pay all of the costs covered by the Reclamation Fee O&M Trust
Account.

Comment: If the legislature approves the use of premiums from the Bond Conversion
Assistance Fund for O & M costs at ABS sites, then those funds should be deposited into the
Reclamation Fee O & M account and considered during the annual review of the reclamation fee
amount. (2)

Response: The final regulation provides for this by explicitly allowing for the deposit
of the "fees collected for sum-certain financial guarantees needed to facilitate full-cost bonding."
86.187 (a)(l)(iii). This is further addressed in 86.187 (a)(l)(iv), which limits the use of the
money.

Comment: If a permanent alternate funding stream is approved, then that funding
must be dedicated to cover the O & M costs at the ABS Legacy sites. (2)

Response: The final rulemaking specifies that an alternate funding source must
provide "sufficient revenues to maintain a balance in the Reclamation Fee O&M Trust Account
of at least $3,000,000 and to pay the annual operation and maintenance costs for treating post-
mining pollutional discharges at all ABS Legacy Sites." 86.17 (e)(3)(ii)

Comment: Revise § 86.187(a)(2)(i) to limit the Department's authority to transfer
funds from the Reclamation Fee O&M Account into the ABS Legacy Sites Account. The
regulation should specify that only excess funds could be transferred. (2), (3)

Response: Section 86.187(a)(2)(i) of the final rule has been revised to provide that
the Department may, upon review and recommendation of the MRAB, transfer excess moneys
from the Reclamation Fee O&M Trust Account into the ABS Legacy Sites Trust Account.

Comment: The regulation should be revised to provide that the ABS Legacy Sites
Account will be actuarially sound when the money in it, together with the money in the
Reclamation Fee O&M Account, will generate enough interest to pay all ABS Legacy Sites
treatment costs forever. At this point, the money in the Reclamation Fee O&M Account should
be transferred into the ABS Legacy Sites Account, the Reclamation Fee O&M Account be
closed, and, the reclamation fee be terminated. (3)

Response: A new subsection has been added as Section 86.187(a)(2)(iv) which
provides for the transfer of the money from the Reclamation O&M Fee Trust Account into the
ABS Legacy Sites Trust Account, termination of the Reclamation Fee O&M Trust Account,
cessation of the reclamation fee, and, cessation of the transfer of civil penalties into the
Reclamation Fee O&M Trust Account.

Comment: The draft final-form regulations fail to guarantee that all discharges from
all ABS Legacy Site will be treated in perpetuity. (1)



Response: The regulations are designed to address the requirement of the federal
regulations at 30 CFR 800.1 l(e). The requirement is for the Department to have available
sufficient money to complete reclamation for the ABS Legacy Sites at any time. See 30 CFR §
800.1 l(e)(l). This rulemaking will provide sufficient funds to treat the discharges. The
regulations establish a mandatory process to adjust the revenue stream to pay the cost of
reclamation that could become due at any time. The Department does not have the authority to
commit the full faith and credit of the Commonwealth to "guarantee" funding.

Comment: The short-term, pay-as-you-go system of the Reclamation Fee O & M
Account does not provide a guarantee of perpetual discharge treatment at all ABS Legacy Sites.
(1)

Response: The Department disagrees. The regulations will provide the Department
with the money needed to address the requirement of the federal regulations at 30 CFR 800.1 l(e)
- sufficient money to complete reclamation for these sites at any time. See 30 CFR §
800.1 l(e)(l). The regulation also requires the revenue stream to be annually adjusted to pay the
cost of treatment. Furthermore, the regulation requires a financial reserve to be maintained to
ensure the Department has sufficient money to pay unexpected treatment costs. The Department
does not have the authority to commit the full faith and credit of the Commonwealth to
"guarantee" funding.

Comment: The draft final-form rule does not guarantee that the ABS Legacy Account
will ever contain sufficient funds to be actuarially sound, or that it will remain solvent in
perpetuity. (1)

Response: The federal regulations do not require a "guarantee" that the ABS Legacy
Account will become actuarially sound. The standard is that the Department has available
sufficient money to complete reclamation for these sites at any time. See 30 CFR § 800.1 l(e)(l).
The regulations do provide for the Department to have the needed funds as discussed above. The
ABS Legacy Sites Trust Account is a tool that, once it contains sufficient money, can replace the
pay-as-you-go approach specified in the reclamation fee provisions. The Department does not
have the authority to commit the full faith and credit of the Commonwealth to "guarantee"
funding.

Comment: The funding for the Reclamation Fee O & M Account and the ABS
Legacy Account must come from the coal mining industry. (1)

Response: The Department disagrees. West Virginia was faced with a similar
problem of how to fund the treatment for forfeited discharges. In the preamble for OSM's
approval of their program amendment addressing this matter, OSM stated:

Congress was not specific on how alternative bonding programs such as West
Virginia's should be financed. The only test applicable is whether the proposed
alternative system achieves the objectives and purposes of a conventional bonding
system as expressed in section 509 of SMCRA and as implemented by



30 CFR 800.11 (e). (60 FR 51901, October 4, 1995)

The regulation meets this standard.

Comment: The final regulations must include an enforceable commitment for timely
construction of adequate treatment system at all ABS Legacy Sites currently lacking them. (1)

Response: The regulations address the requirement of the federal regulations at 30
CFR 800.1 l(e). The standard is that the Department has available sufficient money to complete
reclamation for these sites at any time. See 30 CFR § 800.1 l(e)(l). Section 102 of SMCRA lists
the purposes of the act. One of these is to "assure that adequate procedures are undertaken to
reclaim surface areas as contemporaneously as possible with the surface coal mining operations."
This is the only standard by which OSM can conduct its oversight of the implementation of
abatement and treatment of the ABS discharges.

Comment: The regulation must specify in greater detail the standard for determining
whether the ABS Legacy Account contains sufficient funds to be actuarially sound. (1)

Response: The Department disagrees. The regulation provides a complete
description of the concept of being actuarially sound. There is no need to specify in the
regulation additional standards such as the suggestion to require an actuary with specific
qualifications.

Comment: The regulations must require, as a fourth condition for finding the ABS
Legacy Account is "actuarially sound," that all construction, recapitalization, and operation and
maintenance costs at ABS Legacy Sites paid by Non SMCRA government funding programs
have been refunded from the Reclamation Fee O & M Account. (1)

Response: The Department disagrees. The primary approach that the Department has
taken to managing the treatment of abandoned and forfeited discharges is to utilize all available
resources. The approach of this rulemaking is to protect the environment while meeting the
requirements of the federal regulation.

Comment: PADEP should delete the provision of the draft final-form regulations
purporting to declare PADEP's annual determination of the required amount of the reclamation
fee to be appealable to the Environmental Hearing Board. (1)

Response: The Department disagrees. The Department is confident that the
Environmental Hearing Board will find that the determination of the reclamation fee amount is a
final action of the Department as defined at 25 Pa. Code § 1021.2.

Comment: Where possible, the final-form regulations should use the active voice and
the word "will" to express duties. (1)



Response: The Department agrees and has made this change in various places in the
final-form regulations.

Comment: The definition of "ABS Legacy Sites" should be revised to delete the
phrase "and is sufficient to cover the cost of treating the discharge." (1)

Response: The Department disagrees with this comment. The entire definition is
needed to be consistent with the concept of full cost conventional bonding. Once a mine is
covered by a full cost bond or a fully funded trust, that site will not be eligible to become an
ABS Legacy Site. The deletion of the phrase as recommended by the commentator would
introduce ambiguity into the regulations.

Comment: Definitions of "Operation and Maintenance Costs" and "OM & R" should
be added. (1)

Response: The Department agrees, in part, and has added a definition for "Operation
and Maintenance Costs." A definition of "operation, maintenance and recapitalization" costs is
not needed because there already is a definition of "recapitalization costs."

Comment: The specific date (August 4, 2001) should be added to the definition of the
"Primacy Alternate Bonding System." (1)

Response: The Department agrees and has made this change.

Comment: The reclamation fee should apply to the entire permit area, not just the
operational area, and should apply to permit transfers. (1)

Response: The final rule addresses the application of the reclamation fee in a manner
that is consistent with conventional bonding. Furthermore, it would be against the public interest
to apply the fee to permit transfers because it could discourage a mine operator from accepting a
transfer from a troubled firm which could then lead to bond forfeiture instead of the reclamation
being completed in a more timely manner by the transferee.

Comment: PADEP should retain the minimum reclamation fee rate in Section
86.17 (3) of the regulations, but should set the minimum rate at $100 per acre. (1)

Response: Based upon the advice of the MRAB, the Department decided to eliminate
the minimum fee amount. The fee amount will be determined based upon the procedures
established in the regulations.

Comment: PADEP should make clear that the $3 million minimum balance target for
the reclamation fee O & M Account would have no effect on authorized expenditures for
discharge treatment. (1)

Response: The Department has concluded it is clear that there is no spending
restriction in the regulation as it is written.



Comment: The regulation does not account for inflation. Therefore, it is questionable
whether the $3 million cushion and the Reclamation Fee O&M Account will cover the cost of
treatment in the long term. (1)

Response: The Department disagrees. The regulation contains provisions that require
the revenue stream to be adjusted annually to provide the Department with sufficient money to
pay for treatment at the ABS Legacy Sites. The annual adjustment will enable the needed
revenue to keep pace with inflation. Additionally, it is not necessary for the $3 million
emergency reserve to be adjusted for inflation over the long term. The $3 million reserve is
needed most for the short term to address unexpected operation and maintenance costs that might
be incurred before the reclamation fee can be adjusted. It is also needed to pay the cost of
maintaining treatment at ABS sites that may be forfeited in the near future.

Comment: The provisions that authorize the Department to deposit "other moneys,
including appropriations" into the Reclamation Fee O&M Account and into the ABS Legacy
Account go beyond the scope of the proposed rulemaking and should not appear in the
regulations in order to help steer clear of a legal challenge that might unnecessarily interfere with
the approval and implementation of the regulation as the costs should be borne by the
industry. (1)

Response: The Department disagrees. The final regulation is within the scope of the
proposed regulation as it encompassed the funding mechanism for the former alternate bonding
system. The final regulation addresses the concerns raised by the commentators in comments
submitted on the proposed rulemaking. The Department understands the commentators' view
that the industry should pay for completing reclamation on sites forfeited many years ago under
the former alternate bonding system. The federal regulation, 30 CFR § 800.1 l(e), does not
specify the source of money needed to address the legacy of the former alternate bonding system.





Pennsylvania Department of Environmental Protection

Rachel Carson State Office Building
P.O. Box 2063

Harrisburg, PA 17105-2063
June 9, 2008

Policy Office 717-783-8727

Kim Kaufman, Executive Director
Independent Regulatory Review Commission
333 Market Street, 14th Floor
Harrisburg, PA 17120

Re: Final-Form Rulemaking - Coal Mine Reclamation Fees and Reclamation
of Bond Forfeited Sites (#7-401)

Dear Mr. Kaufmann:

Pursuant to Section 5.1 (a) of the Regulatory Review Act, please find enclosed a copy of a final-
form rulemaking for review and comment by the Independent Regulatory Review Commission. The
Environmental Quality Board (EQB) approved this final-form rulemaking at its April 15, 2008.

This final rulemaking amends Chapter 86 concerning reclamation standards for coal mine sites
where bonds have been forfeited and amends provisions related to reclamation fees, definitions and the
Department's use of money for the reclamation of forfeited surface coal mine sites. The amendments to
the bond forfeiture provisions will ensure consistency with federal regulations and are necessary to satisfy
conditions in order to maintain primacy of the regulatory program from the federal Office of Surface
Mining (OSM). The amendments specifically address the Commonwealth's obligation under federal law
to provide for the complete reclamation of "Alternate Bonding System (ABS) Legacy Sites" and the post-
mining pollution discharges on these sites. In order to bring its coal mining program into compliance
with federal law, the Department must assure that it has sufficient money available to complete the
reclamation of ABS Legacy Sites, including payment of ongoing costs to treat the pollution discharges at
these sites in perpetuity.

As background, from 1982 until 2001, the Department employed an ABS for surface coal mines,
coal refuse reprocessing operations and coal preparation plants. In 2001, the Department terminated the
ABS and converted active surface mine sites to a conventional bonding system (CBS). Under a CBS,
mine operators post a site-specific bond sufficient to assure completion of the mine site's reclamation plan
if the work had to be preformed by the Department in the event of forfeiture. As part of the proposed
rulemaking, the Department had proposed to eliminate the per-acre reclamation fee in § 86.17(e), which
was an integral component of the ABS. However, the adequacy of the Department's ABS was challenged
in a citizen's suit in federal court, which is still pending. In that lawsuit, Pennsylvania Federation of
Sportsmen's Clubs, Inc. et al. v. Kempthorne, et ah, the plaintiffs essentially argued that, even if
Pennsylvania lawfully terminated the ABS, the Commonwealth would remain obligated to provide for the
complete reclamation of ABS Legacy Sites and their pollution discharges by assuring the Department has
sufficient money to complete reclamation for these sites at any time. In August 2007, after the proposed
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regulations were published for comment, the U.S. Third Circuit Court of Appeals issued a decision on the
Kempthorne lawsuit which directed the Commonwealth to comply with applicable federal law and
demonstrate that it has sufficient funds to deal with the legacy of the ABS, including the ongoing
operation and maintenance costs to treat post-mining pollution discharges in perpetuity. This final rule-
making restructures the reclamation fee as part of the Department's compliance with the Third Circuit
Court's ruling and in response to public comments that the reclamation fee should be used to cover the
costs of treating discharges at ABS Legacy Sites. In addition to the reclamation fee, the Department has
identified other sources of funding for the reclamation of the ABS Legacy Sites to be deposited in the
Reclamation Fee O&M Trust Account. The final rulemaking also establishes the ABS Legacy Sites Trust
Account, as well as procedures for adjusting the reclamation fee amount to accommodate fluctuations in
operation and maintenance costs at ABS Legacy Sites.

The final rulemaking was reviewed and discussed with the Mining and Reclamation Advisory
Board (MRAB) at a series of meetings in October and November 2007. In addition, the Department
solicited comments on its changes to the final-form rulemaking through an Advance Notice of Final
Rulemaking (ANFR), which was published in the Pennsylvania Bulletin on January 5, 2008, at
38 Pa.B. 80. The amendments to § 86.17(e) on the reclamation fee, as well as § 86.187. on the use-of-
money section and § 86.1 relating to definitions responds directly to recommendations from the MRAB,
public comments on the ANFR and comments from OSM, the regulated industry and interested citizens
groups. At the MRAB's January 10,2008, meeting, the board approved the final rulemaking.

The Department will provide assistance as necessary to facilitate the Commission's review of this
final-form rulemaking under Section 5.1(e) of the Regulatory Review Act. Please contact me at 717-783-
8727if you have any questions or need additional information.

Sincerely,

Michele L. Tate
Regulatory Coordinator

Enclosures
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