
MONTANA TUNNELS MINING, INC.

October 15, 2010

U.S. Nuclear Regulatory Commission
ATTN: Document Control Desk
Washington, DC 20555-0001

RE: Reply to Notice of Violation for NRC Inspection Report 030-29720/2010-001 and September

28, 2010 Notice of Violation for Montana Tunnels Mining, Inc., Material License 25-26866-01

Dear Reader:

A written statement reply is attached to this letter for the subject Notice of Violation noted above.
Montana Tunnels Mining, Inc. has undertaken the necessary steps to amend the materials license
to correct the deficiencies noted in the Notice of Violation.
If you have 'any-'questions, please contact me at (406)933-8314 x2807 or by email at

ischaefer(,mttunnels.com.

Sincerely,

John Schaefer
Environmental Manager
Montana Tunnels Mining, Inc.

CC: " US Nuclear Regulatory Commission
Attn:. Regional Administrator, Region IV
612 E. Lamar Blvd., Suite.400
Arlington, TX 76011-4125 '

P.O. BOX 176 * JEFFERSON CITY = MT 59638
406.933.8314 o FAX 406.933.8373



Reply to Notice of Violation

Subject: Written Statement Response to NRC August 24, 2010 Inspection Report 030-
29720/2010-001 and Notice of Violation for Montana Tunnels Mining, Inc., Material License 25-
26866-01; failure to notify change of operating status of materials licensed facility, RSO absence
from licensed operations and unlisted person performing RSO duties.

Prepared by: John Schaefer, Environmental Manager, Montana Tunnels Mining, Inc.

Response:
Montana Tunnels Mining, Inc. reached the end of a permitted mining plan on April 30, 2009 and
ceased operations. A continuing mine expansion plan had been approved by authorizing agencies
in November, 2008 but Montana Tunnels required a large amount of financing capital to carry out
the expansion plan during the very difficult financial period and low commodity prices for metals.
At that time of curtailment of operations, a large workforce reduction was carried out at Montana
Tunnels with only key personnel retained to maintain mine facilities until financing could be
obtained to proceed. The (Radiation Safety Officer) RSO named on the material license was a key
retained employee who was not terminated. At the time of the operations shutdown in April 2009,
the fixed gauges listed under the material license were locked out and no longer in service. As
continued attempts to obtain startup capitalization fell through and Montana Tunnels remained idle,
some of the retained Montana Tunnels employees consulted for an affiliated startup gold mining
operation in Canada. Beginning in July 2009 the RSO made several short consulting trips to the
Canadian mining operations with expertise related to his Montana Tunnels work experience as a
Mill General Operations Supervisor. As inactivity at Montana Tunnels continued and with minimal
available cash to maintain operations, the RSO and other retained personnel began spending longer
time periods at the affiliated mine site which worked effectively to pay their wages and maintain
their availability to Montana Tunnels for anticipated restart of operations without having to
terminate their employment. During the RSO's more lengthy absences from Montana Tunnels
Mine, I personally conducted the schedule of inspections and inventories of the licensed gauges
which I always participated in when the RSO was present. Although not an RSO listed on the
material license, I was temporarily assigned to oversee the Montana Tunnels radiation program by
written notification to NRC on August 24, 2006 when the prior RSO terminated employment with
Montana Tunnels and sent notification of this change to NRC (Mail Control Number 471098). In
my position as Environmental Manager at Montana Tunnels, one of my duties is to maintain all
licenses and permits in a central location which are necessary to conduct the mining and milling
operations. I cannot physically conduct all of the requirements of those licenses and permits and
therefore Montana Tunnels sent the current RSO listed on the license to the 40-hour Radiation
Safety Class on September 21, 2006 for which written notification was submitted to NRC on
October 26, 2006 to amend the license and name the current RSO to the license and not myself. In
foresight, efforts to obtain financing to restart the Montana Tunnels operations and have the
materials license RSO on site full time appeared imminent. In hindsight, even through the RSO
was not a terminated employee of Montana Tunnels, but absent for extended periods of time,
notification to NRC would have been the appropriate action to take so that the actions I undertook
to conduct inspections and inventories during the idle period at this operation would have been so
noted on the license.

Corrective Action:
In response to the August 24, 2010 inspection of Materials License 25-26886-01 and identification
of the license related deficiency of an unlisted person acting as RSO, a written request was
submitted to NRC by Montana Tunnels Mining, Inc. on August 25, 2010 to amend the materials
license to reflect a change in the operating status of the Montana Tunnels Mine to a standby non-



operating status and to change the name of the listed RSO to myself until such time that Montana
Tunnels can resume operations and can again amend the license as necessary to identify that status
change and name a different RSO. Montana Tunnels received acknowledgement of receipt of the
requested license changes from NRC in a communication dated September 10, 2010 indicating up
to 90 days for license processing time (Mail Control Number 573456).


