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Certified Mail--Return Receipt Requested 7008 1140 0002 1095 0831

David W. Hibbs

President .

UtahAmerican Energy, Inc.
794 North “C” Canyon Road
P.O0.Box 910

East Carbon, Utah 84520

Re:  Application for a Category 1 Expanded Recovery Royalty Rate Reduction from 8% to
5% for the Westridge Mine for 2 years for Leases SL-068754 and UTU-78562.

Dear Mr. Hibbs:

On December 29, 2009, the BLM received your application requesting a Category 1 Expanded
Recovery Royalty Rate Reduction (RRR) from 8% to 5% for a period of two years for the
Westridge Mine. The leases receiving the RRR are leases S1-068754 and UTU-78562. Your
request is based on the regulations found at 43 CFR 3485.2 (c).

Your application includes a description and maps of the geologic and mining condition.s at the
mine. Your application does not contain all the information that is required to be submitted
pursuant to 43 CFR 3485.2(¢). For your reference attached is 43 CFR 3485.2(c).

You are also required to provide a statement certifying that all bonus, rent and royalty
obligations have been paid in full. This office will request that the Mineral Management Service
verify that all payments on the lease are in good standing. In addition, the increased resource
tonnages to be recovered due to the proposed RRR are required (and locations).




Please submit all required information so that this office can process your application. If you
have any questions please contact Jeff McKenzie of my staff at (801) 539-4038.

Sincerely,

/8/ Roger L. Bankert

Roger L. Bankert
Chief, Branch of Minerals

Attachment
43 CFR 3485.2(c):

cc: UT-070, Price, Utah
John Baza, Director
Utah Division of Oil Gas and Mining
1594 West North Temple, Suite 1210
Salt Lake City, Utah 84114-5801
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ATTACHMENT 1
3485.2(c)

(c)(1) The authorized officer may waive, suspend, or reduce the rental on a Federal lease, or
reduce the Federal royalty, but not advance royalty, on a Federal lease or portion thereof. The
authorized officer shall take such action for the purpose of encouraging the greatest ultimate
recovery of Federal coal, and in the interest of conservation of Federal coal and other resources,
whenever in his judgment it is necessary to promote development, or if he finds that the Federal
lease cannot be successfully operated under its terms. In no case shall the authorized officer
reduce to zero any royalty on a producing Federal lease.

(2) An application for any of the above benefits shall be filed in triplicate in the office of the
authorized officer. The application shall contain the serial number of the Federal lease, the
Bureau of Land Management State Office, the name and address of the record title holder and
any operator/lessee, and the description of the lands in the manner provided by 43 CFR 3471.1.

(1) Each application shall include the name and location of the mine; a map showing the extent of
the existing, proposed or adjoining mining operations; a tabulated statement of the Federal coal
mined, if any, and subject to Federal royalty for the existing or adjoining operation covering a
period of not less than 12 months before the date of filing of the application; and existing Federal
rental and royalty rates on Federal leases covered by the application.

(i1) Each application shall contain a detailed statement of expenses and costs of operating the
entire mine, the income from the sale of coal, and all facts indicating whether the mine can be
successfully operated under the Federal rental and royalty provisions fixed in the Federal lease or
why the reduction is necessary to promote development. Where the application is for a reduction
in Federal royalty, full information shall be furnished as to whether royalties or payments out of
production are paid to parties other than the United States, the amounts so paid, and efforts made
to reduce them, if any. If the Federal lease included in the application is not part of nor adjoining
an operating mine, these detailed financial data may be obtained from another operating mine
which is in close proximity and for which the authorized officer has deemed to have similar
operating characteristics.

(iii) The applicant shall also file a copy of agreements, between the operator/lessee and the
holders of any royalty interests or production payments other than those created in order to
finance a mine, to a reduction of all other royalties from the Federal lease so that the total
royalties and production payments owed the holders of these interests will not be in excess of
one-half of the Federal royalties, should the Federal royalty reduction be granted.

(3) If the applicant does not meet the criteria of the rules of this part, the authorized officer shall
reject such application or request more data from the operator/lessee.

(4) If the applicant meets the criteria of the rules of this part, the authorized officer shall act on
the application.




