
AMERICAN NUCLEAR CORPORATION

William C. Salisbury, President P.O. Box 2713

Telephone (307) 265-7912 Casper, Wyoming 82602

May 25, 1994

Director BY FEDERAL EXPRESS
Office of Enforcement
U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

Re: Docket No. 40-4492
License No. SUA-667

Dear Director:

The information in this letter is provided on behalf of
American Nuclear Corporation in response to the Commission's Order
and Demand for Information dated May 13, 1994 issued to American
Nuclear Corporation (ANC). The circumstances of ANC are described
first, followed by the information specified in the order and
demand.

Description of the Reclamation Site

ANC is a public company, whose stock was widely traded from
1959 until May 9, 1994, when it was removed from NASDAQ because of
insolvency. It is owned by approximately 1,700 shareholders. ANC
is the owner of a licensed site, which consists of its former
uranium processing mill site and two associated mill tailings
ponds. ANC holds the reclamation site free and clear of mortgages.
The site is located in the Gas Hills mining district in central
Wyoming about 85 miles west of Casper.

The licensed site encompasses approximately 550 acres of land
in total. Of the entire acreage, less than half was used for
uranium mining and milling activities conducted between 1959 and
1982 for the U.S. Atomic Energy Commission, followed by milling of
uranium for sale to several electrical utilities, and last, for the
Tennessee Valley Authority (TVA). The mill was decommissioned in
1989. Approximately 140 acres consist of the decommissioned mill
site and two tailings ponds that are undergoing reclamation. The
remaining part of the site is semi-arid land that has minimal value
for livestock grazing. ANC believes the mill site and tailings
ponds have no sales value. The remainder of the reclamation site
may be worth about $5,000, all of which is attributable to its
limited potential for livestock grazing.
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In 1984 ANC established an escrow account to serve as a
reclamation bond fund for the Wyoming Department of Environmental
Quality (DEQ). First Interstate Bank of Casper, Wyoming is the
escrow agent for ANC, TVA and the DEQ. Of the collateral, TVA
provided most of the funding and ANC provided the remainder. On
April 30, 1994, the fund contained $3,199,791, exceeding the amount
of the reclamation obligation which was fixed by the Commission on
July 26, 1993 at $3,063,378. The fund is comprised of certificates
of deposit totaling approximately $2.3 million, a $25,000 letter of
credit, and the surety bond of Amwest Surety Insurance Company for
approximately $865,000. Amwest holds ANCs certificates of deposit
totaling approximately $722,000 as collateral. Interest accrues on
about $2.3 million of certificates of deposit and is added to the
fund at the rate of about $6,000 per month. Withdrawals from the
fund are not allowed.

Reclamation of the mill site was commenced in 1988. The
decommissioning of the mill buildings was accomplished in 1989 with
burial of the materials along side of Pond No. 2. Willow Springs
Draw has been re-routed away from Pond No. 2. Both tailings dams
have been reduced to grade. Pond No. 2 has been reshaped and an
interim earthen cover placed over the tailings. Pond No. 1 also
has an interim earthen cover. Ground water restoration is near
completion, contingent upon the establishment of appropriate
alternate concentration limits. Reclamation work has been delayed
while the company worked on a revised reclamation plan that would
meet current NRC standards. Completion of the reclamation work has
been a major focus of the company's plans and efforts.

Status of ANC's Business

Mining and milling was discontinued in 1982 when the uranium
market collapsed. The market has never recovered, preventing ANC
from realizing revenues from mining its uranium properties and also
reducing the market for its nonproducing uranium properties. There
are no mines on the uranium properties. While the properties have
been drilled and explored for uranium, and uranium has been
discovered, uneconomic conditions for these mineral properties
since 1982 has prevented the company from planning for or financing
a mining and milling facility.

Since 1982 ANC has experienced decreasing revenues and growing
working capital deficits. It liquidated its mineral exploration
drilling division in 1984 at an aggregate loss of approximately
$12 million. ANC's primary income for several years, between 1985
and 1990, consisted of interest income and revenue from the sale of
assets. Starting in 1990 and ending in 1993, ANC realized
occasional revenues from receipt of byproduct materials for
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disposal, as authorized by specific amendments to its license.
Those revenues never reached the amounts expected and ultimately
proved inadequate to sustain the company.

ANC attempted in 1991-93 to establish a commercial byproduct
disposal business on Bureau of Land Management land near its
licensed site to create a new source of income. In mid-1993 it
failed in its efforts to raise $5 million to $8 million of capital
necessary for licensing, permitting and undertaking preliminary
construction of a commercial waste disposal facility, as well as
additional operating funds to continue reclamation work. Planning
for the commercial waste facility was terminated. Employment of
the Company's former president, who had been hired as an expert in
commercial waste disposal to facilitate the commercial license
application, was terminated in October, 1993.

Additional loans beyond the approximately $2.3 million loan
that has maintained the company since 1991 have been beyond the
company's reach. No other sources of capital have been available
to ANC despite concerted efforts to obtain the working capital
necessary for the required reclamation and to keep the company in
existence. The only revenue that ANC anticipates is approximately
$2,000 per month in interest paid on certificates of deposit that
are pledged to Amwest Surety Insurance Company for its surety bond
issued to the State of Wyoming. ANC expects that this source of
income will be terminated by Amwest in the next few weeks when bond
forfeiture proceedings begin.

Status of ANC's Assets

After being compelled to discontinue mining and milling in
1982 and losing its oil and gas exploration drilling equipment in
1984, ANC's primary assets were unpatented mining claims on which
drilling had disclosed the presence of uranium. No plans to mine
the properties could be implemented because of the depressed
uranium market. The properties have been held for future mining
when the uranium market increases enough to make that financially
feasible.

To avoid the costs of holding all its uranium properties and
to conserve its capital, ANC gradually abandoned its less desirable
parcels of uranium properties. Of its remaining mining properties,
the most valuable are the Peach properties. This group of
unpatented mining claims consists of approximately 2,700 acres
located about six miles from the reclamation site.ý It is not
subject to the license. The company used this property as



May 25, 1994
Director
Office of Enforcement
U.S. Nuclear Regulatory Commission
Page 4

collateral to secure its working capital loans since 1991. The
mortgage balance due against the Peach properties on June 30, 1994
is approximately $2.3 million. No further advances on the loan can
be obtained, and no further extensions can be negotiated. ANC is
unable to pay the mortgage and expects to lose the Peach properties
to foreclosure when default results from nonpayment at the end of
June, 1994.

In hopes that another company that is more active than ANC in
waste disposal management could obtain more disposal contracts and
revenues, ANC contracted with American Ecology Corporation in 1993
to help market the licensed disposal space. The eff-ort failed to
generate disposal contracts or revenue and was terminated in the
last few weeks, eliminating one of the company's last chances for
.survival. ANC has only one remaining disposal contract, which is
with Ferret Exploration Company. No further byproduct material
under that contract will be accepted without NRC approval.

The company is faced with a lack of working capital. It has
recognized its inability to borrow more money, to raise investment
funds, to create new sources of revenue or to obtain adequate
disposal contracts to fund the company. The company therefore
decided in 1993 to sell its Peach properties. The objective of the
sale was to sell the property for more than the mortgage and to use
the equity to continue the reclamation work. Extensive public
marketing efforts over several months resulted in consideration of
the property by several prospective purchasers. The interest shown
by prospective purchasers caused the company to expect to realize
its business plan through a sale of the Peach properties. When the
last prospective, purchaser responded on May 6, 1994, ANC's
management was surprised to find that no offer was made that
exceeded the mortgage amount. It was impossible to sell the
property under the terms of the offers received. Inability to
-raise capital by selling the company's only significant asset, as
ANC expected to do,.destroyed the company's ability to survive.

ANC has no other assets of significant value. In an effort to
raise capital to meet its license monitoring obligations, ANC has
recently sold some of its unencumbered assets and is attempting to
sell its remaining assets. These are mining claims, exploration

*data, minority working-interests in a block of mining claims owned
by another company for which there are no mining plans to ANC's
knowledge, and miscellaneous uranium royalties (collectively called
the miscellaneous assets) . If these remaining miscellaneous assets
can be sold, they may generate from $20,000 to $40,000, although
the company has little factual basis on which to establish that
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range of estimates. There are no assurances that these assets can
be sold or that sales would produce the projected sums.

On May 6, 1994, immediately after learning that its Peach
properties could not be sold and would not provide the capital that
it needed, ANC took immediate action to conserve its funds in order
to extend the time that it would be able to continue work under its
license. After initial notice to the NRC, ANC gave notice on May
9, 1994 to the public of its circumstances, as required by the
federal securities laws, together with a letter to the NRC. The
NRC's order and demand for information dated May 13, 1994 was
issued as a result.

The company's liabilities exceed its assets and it is
insolvent. Other than the Peach properties and the $722,000 in
certificates of deposit held by Amwest Surety Insurance Company,
all of which are fully encumbered, ANC has no resources other than
the miscellaneous assets and liquid assets consisting of about
$5,000 in cash. ANC is not able, because of a lack of cash, to
file a voluntary petition in bankruptcy or to seek the required
two-thirds vote of its shareholders to formally dissolve. Neither
action would be prudent, and would waste the few remaining funds
which must be devoted to continuing work under the license. There
are no assets to be distributed to either unsecured creditors or
shareholders. There is no feasible plan to reorganize the company
and to maintain its existence. ANC's corporate existence will
lapse because of its inability to file corporate reports required
with the state of its incorporation.

The company has paid a retainer of $30,000 to its attorneys
for legal services in connection with winding up the company's
business. It has paid $1.2,500 to Dennis A. Eckerdt, who acts as
its chief financial officer, as a retainer for accounting services
necessary to file its final SEC reports and federal income tax
returns. It has also paid $12,500 to William C. Salisbury for his
services in winding up the business affairs of the company. The
company has approximately $5,000 cash on hand as of May 25, 1994.
It plans to use this cash and the cash proceeds of any additional
sales of the miscellaneous assets to pay the costs in winding up
the business of the company, meeting the company's reporting
obligations under the federal securities laws, filing the company's
application with the U.S. Department of Energy for an estimated
$900,000 in Title X reimbursement funds, and hiring Mr. Salisbury
and other contractors to continue site monitoring activities as,
long as the company is able to do so.
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Officers and Directors

The only officers and directors of the company are as
follows:

William C. Salisbury
President and director
1004 Beaumont Drive
Casper, WY 82601
(307) 234-6059

Dennis A. Eckerdt
Secretary/Treasurer and director
2454 S. Cole Way
Lakewood, CO 80227
(303) 989-3021
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Affirmation

In accordance with the order and demand, American Nuclear
Corporation, provides and affirms the following information.

ANC intends to make all reasonable efforts during the next few
weeks to sell its miscellaneous assets to raise additional working
capital. It would then use the funds that are raised, if any, plus
the approximate $5,000 remaining cash funds, to continue
controlling access to the reclamation site, to retain the contract
services of a Radiation Safety Officer on an as needed basis, and
to maintain the established monitoring and ground water restoration
programs to the extent there are available funds that enable the
company to do so, which is not expected to be later than August 31,
1994. By then all available funds and assets of the company are
projected to be fully expended.

ANC intends during the same period to cooperate with the
Wyoming Department of Environmental Quality to facilitate transfer
of the reclamation surety fund from escrow to the DEQ, assuming the
DEQ seeks to acquire the fund to complete the approved plans for
reclamation and ground water corrective action.

ANC also plans before July 6, 1994 to apply to the U.S.
Department of Energy for an estimated $900,000 in reimbursement
funds under Title X of the Energy Policy Act of 1992. ANC may
experience judgments by its creditors, who may be Amwest Surety
Insurance Company for about $150,000 of its surety bond that is not
covered by ANC's collateral, the lender of a $25,000 letter of
credit held in the reclamation surety fund by the DEQ, and a small,
unliquidated amount owed to an equipment lessor. If and when the
DOE money is received by ANC, it is contractually obligated to
transfer all of the funds to TVA. In view of the contractual
rights of TVA to receive all DOE funds that ANC may acquire, ANC
would cooperate with the Wyoming DEQ, if ANC is able to function at
that date, to assist the DEQ in acquiring rights from TVA to any
DOE funds received. ANC does not have the ability to undertake a
lead role in such an effort.

ANC expects to comply with applicable statutory and Commission
regulatory requirements and its license to the extent that it is
able, which will not extend past the time that it has funds
available to pay its representatives to act on its behalf. To the
best of the Company's information, the time that ANC will be able
to function will not extend past August 31, 1994. ANC will not
abandon the licensed site and will continue its licensed activities
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as long as it is able to function. Ultimately ANC expects that the
Wyoming DEQ will follow through on its presently expressed
intention to take over ANC's $3.2 million reclamation fund and
perhaps additional ANC funds that the company may acquire from the
Department of Energy Title X program, and that the Wyoming DEQ will
use that money to complete the reclamation obligations.

AMERICAN NUCLEAR CORPORATION

By: CzsuyPr i n
WilliamC. Salibr, Presi nt

STATE OF WYOMING

COUNTY OF NATRONA
)ss

The section of this letter entitle4 "Affirmation" was
subscribed and affirmed before me this 0-- day of May, 1994 by
William C. Salisbury as president of American Nuclear Corporation,
on its behalf.

WITNESS my hand and seal.

My commission expires:

Not~ary Piflilf-c

V

cc: Chief, High Level Waste and
Uranium Recovery Project Branch

U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

Jamecs V1. ic x'l Notary I ut c

xcounty of / ~~Start: otx

VNatrona Wyurnino-

My Grcrisin ie;M r.1,191,

Enclosures are described on the attached page.
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Enclosures

1. Securities and exchanqe Commission Reports:
Annual Reports on Form 10-K for the years ended May 31, 1989;
May 31, 1990; May 31, 1991; December 31, 1991; December 31,
1992; and December 31, 1993.

Quarterly Reports on Form 10-Q for the quarters ended August,
November, February, 1989 through 1991, and for the quarters
ended March, June and September 1992 to 1994.

2. U.S. Income Tax Returns:
Fiscal years ended May 31, 1989 through May 31, 1993.

3. Bank Statements:
Rocky Mountain Bank, May, 1989 through April, 1994.
Security First Savings & Loan, June, 1989 through April, 1994.
First Interstate Bank of Laramie, May, 1989 through August,
1989.
International Bank, May, 1989 through October, 1989.

4. Remuneration to Officers and Directors:
W-2 Forms, 1990 through 1993.
1099 Forms, 1990 through 1993.
Proxy Statements, 1988 through 1992.

5. Balance Sheets and Cash Flow Statements:
Provided in Form 10-K and Form 10-Q reports.


