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"Henry Austin" <HAustin@osmre.gov>, "James Fulton" <JFulton@osmre.gov), . . .

Hey Jennifer:

I spent last week in UT accompanied by Christine Belka also from the Denver Field Division.

HEADWEATERS submitted a SMCRA permit appl icat ion to UT / DOGM on January 15, 2008. We
conducted an inspection there. See the O & C information from their permit application attached.

We metwith Mike Gipson, HEADWATERS Plant Manager,435 820 0320. Commonwealth Coal Sales is a
coal brokerage firm apparently. lt appears at least some of the coal from PacifiCorp and UtahAmerican
processed at HEADWATERS went back to those same coal suppliers as clean coal.

HEADWEATERS has processed coal waste from Savage, and run of mine coal from both PacifiCorp
(Deer Creek Mine) and the West Ridge Mine (formerly ANDALEX Resources, now UtahAmerican Energy,
lnc. which is owned by Robert Murray).

At this time it appears they are processing run of mine coal from the West Ridge Mine. The West Ridge
run of mine coal is high in ash, and HEADWATERS "cleans" the coal to remove ash using a
dry-pneumatic, air separation process (basically separating the rock from the coal) after the coal is initially
crushed and screened to size.

HEADWATERS develops a "waste product-coal refuse" from cleaning both run of mine coal, and the coal
refuse from Savage, and reportedly transports the coal refuse they produce to the Sunnyside CO-GEN
facility. They do not have, nor are they planning for an on-site coal refuse storage pile. This means any
"coal waste" that HEADWATERS produces must be transported offsite somewhere.

Mr. Gipson made it sound like their continued operations will depend on securing a "long term" coal waste
disposal contract with someone.

Wethought you would be interested in these coal processing practices at HEADWATERS.

We also inspected the DTE Energy facility (the original COVAL synfuel plant) in the same area south of
Price, UT. They ceased operations and have entered into a settlement agreement ith DOGM that required
a $104,000.00 bond to be posted, and various basic reclamation requirements.

I say "basic reclamation requirements" as the landowner of this property indicated to us that they intend to
lease this facility to another "coal processing facility". The Internal Revenue Service Tax Credit (lRC
Section 29) for producing a solid synthetic fuel expired December 31 ,2007, that's whyDTE ceased
operating because the IRS tax credit amounted to a significant part of their profit margin, significant
enough that they cannot operate without it. They reportedly closed several "synfuel" facilities nationwide.

Absent some tax credit or other vehicle identifying that a synfuel is being produced, we anticipate that
DOGM will require a SMCRA permit for another type of coal processing facility.

The Mine Safety and Health Administration in Price, UT, inspects both of the coal processing facilities as
coal mining operations (coal processing facilities).

Allen Miller completed a reclamation fee compliance audit of the COVAL facility (DTE) dated May 21,



1999, Report Number 990209003.

Let us know if  you want more information... . . . .  . . . . . .Best Wishes. .Henry.

Henry Austin /  USDI-OSM

1999 Broadway Ste. 3320

PO Box 46667

Denver, CO 80201-6667

(303) 844-1400 x1466 (office)

(303) 475-9559 (cell)

haustin@osm re.gov
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