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Dear Mr. Blubaugh: oS —

The Division has reviewed your letter and attachments dated November 26, 2008 providing cost data for use
in establishing the reclamation bond amount for the above referenced prospect. You provided plugging and
abandonment costs for three holes completed in 2008. The Division recognizes the value of this direct data,
but also recognizes that the three holes may not be fully representative of plugging issues that may develop
for the holes proposed under notice modification MD-01. It can be anticipated that time and resource
consuming difficulties will occur in some percentage of holes to be abandoned. The unit costs used by the
Division to estimate plugging expenses are from dozens of recently abandoned holes in Colorado, and are
thus more representative of the percentage of problem holes that almost always occur in multi-hole plugging
projects. In order to use the site-specific data you have provided, the Division will add a twenty percent
contingency factor to that data. The amount of bond required for you to proceed with the activities under
modification MD-01 to prospecting notice P-2008-043 has been re-established at $67,400.00. See the
attached estimate summary spreadsheet for details. You may not proceed with the activities described in
MD-01 until bond in this amount has been provided and accepted in writing by the Division.

If you have any questions, please contact me at 303-866-3567, ext. 8143 or allen.sorenson(@state.co.us.
Sincerely,
(Vfee pra
Allen C. Sorenson )
Reclamation Specialist
enclosure(s)

cc: Elizabeth Taliaferro, DRMS, via email and w/ enclosures
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CIRCES Cost Estimating Software
COST SUMMARY FORM

PROJECT IDENTIFICATION

Date : 19-Dec-2008 Permit or job no. : P2008043 Site : Centennial Uranium Project
User: ACS Abbreviation : none State : Colorado
Filename : P043-000 County : Weld

Agency or organization name : Colorado Division Of Reclamation, Mining, And Safety
Permit or job action : Prospector’s request to evaluate estimated plugging and abandonment costs

TASK LIST (DIRECT COSTS) FORM |FLEET| TASK DIRECT
NO. TASK DESCRIPTION USED | SIZE | HOURS: COST
001 Plug and abandon 16 holes, prospector's cost data NA 1 70.00 $31,513
002 |-Plug and abandon contingency NA 1 0.10 $6,303
003 Pad reclamation from DRMS MD-01 estimate NA 1 63.00 316,925

SUBTOTALS | 133.10 $54,741
* includes inflation factor adjustment of NA % TOTAL DIRECT COST $54,741

INDIRECT COSTS
OVERHEAD AND PROFIT - Liability insurance : 2.02 % of direct total = $1,106
Performance bond : 1.05 % of direct total = 3575
Job superintendent : 40.00 hrs*...$/hr: $41.25 total = $1,650
Profit : 10.00 % of direct total = $5,474
* net working hours comprising job TOTALO &P = $8,805
LEGAL - ENGINEERING - PROJECT MANAGEMENT - CONTRACT AMOUNT (direct + O & P) = 363,546
Financial warranty processing (legal/related costs) : 0.00 total $ NA total = $0
Engineering work and/or contract/bid preparation : 1.00 % of cntr. NA total = 3635
Reclamation management and/or administration : 5.00 % of entr. NA total = $3,177
CONTINGENCY - NA* NA total = NA
* contingencies accounted for at task level $12,617

TOTAL INDIRECT COST =

TOTAL BOND AMOUNT

di

$67,358




