March 17, 2011

Mr. Jon Winter, Manager

Wyoming Environmental and Regulatory Affairs
Uranium One

907 North Poplar Street, Suite 260

Casper, WY 82601

SUBJECT: REQUEST FOR ADDITIONAL INFORMATION — INITIAL SURETY ESTIMATE
FOR URANIUM ONE’S MOORE RANCH ISR PROJECT - SOURCE
MATERIALS LICENSE SUA - 1596 (TAC J00639)

Dear Mr. Winter:

By letter dated December 21, 2010, Uranium One Americas, Inc, (Uranium One) submitted its
initial surety estimate to the U.S. Nuclear Regulatory Commission (NRC) staff for review and
approval. NRC staff accepted the surety update for review on January 10, 2011 (see ADAMS
Accession ML110100630). Upon reviewing this submittal, NRC staff has identified several
items that require further clarification in order for the staff to complete its review. NRC staff
comments are contained in the Enclosure.

If you have any questions regarding this matter, please contact me at (301) 415-0724, or by
e-mail, at Douglas.Mandeville@nrc.qgov .

In accordance with 10 CFR 2.390 of the NRC’s “Rules of Practice for Domestic Licensing

Proceedings and Issuance of Orders,” a copy of this letter will be available electronically for
public inspection in the NRC Public Document Room or from the Publicly Available Records
component of NRC’s Agencywide Documents Access and Management System (ADAMS).
ADAMS is accessible from the NRC Web site at http://www.nrc.gov/reading-rm/adams.html.

Sincerely,

IRA/

Douglas T. Mandeville, Project Manager
Uranium Recovery Licensing Branch
Division of Waste Management

and Environmental Protection
Office of Federal and State Materials

and Environmental Management Programs
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Request for Additional Information
in connection with Decommissioning Cost Estimate
Uranium One Americas, Inc. Moore Ranch Site

Comment 1: Revise the estimate to include the costs for U.S. Nuclear Regulatory
Commission (NRC)-related decommissioning, decontamination, and
restoration activities (License Condition 9.5)

License Condition 9.5 to Source Materials License SUA-1596, in part, requires:

“The licensee also must ensure that the financial assurance instrument, where
authorized to be held by the State, identifies the NRC-related portion of the instrument
and covers the aboveground decommissioning and decontamination, the cost of offsite
disposal of solid byproduct material, soil, and water sample analyses, and ground water
restoration associated with the site.”

In this regard, the cost estimate does not separately state NRC and Wyoming Department of
Environmental Quality (WDEQ) costs, regardless of any overlap. Therefore, the staff cannot
determine whether the NRC-related portion of the estimate is reasonable. Please explain why
the NRC and WDEQ costs, regardless of any overlap, are not stated in the cost estimate and
revise the cost estimate as necessary.

Comment 2: Revise or justify unit costs, calculations, references, assumptions
(Appendix C of NUREG-1569, License Condition 9.5)

The licensee presents the cost estimate in an Excel workbook. The first worksheet, entitled
“Cost Summary Sheet,” presents unit cost data, assumptions, and explanations for the cost data
and assumptions. The remainder of the workbook contains worksheets that calculate the cost
estimate. In many cases, these worksheets are linked to the unit cost data and assumptions in
the “Cost Summary Sheet.” However, the cost estimate also contains assumptions and unit
cost data that are not explained and/or sufficiently justified.

NUREG-1569 states that “Unit costs, calculations, references, assumptions, equipment and
operator efficiencies, et cetera, must be provided.”

License Condition 9.5 to Source Materials License SUA-1596, in part, requires:
“...Along with each proposed revision or annual update of the financial assurance

estimate, the licensee shall submit supporting documentation, showing a breakdown of
the costs and the basis for the cost estimates....” (emphasis added)

The staff finds that the licensee did not provide adequate justification for certain assumptions
contained in the “Cost Summary Sheet,” specifically, for those unit costs that are: (1) based off
of a quote or contractor pricing, as the NRC staff is unable to verify these costs with the
submitted information, and; (2) for those costs calculated by Uranium One’s staff, as the NRC
staff is unable to verify those calculations with the submitted information.

In addition to those costs in the “Cost Summary Sheet” discussed above, the staff finds that the
licensee did not provide a basis for many cost estimate assumptions in Sheets 2 through 7.

Enclosure



2

The licensee should revise its cost estimate to include a complete list of cost estimate
assumptions in the “Cost Summary Sheet” with an explanation for the basis of the estimate.
Additionally, the licensee should provide additional justification for the unit costs provided in the
“Cost Summary Sheet” (e.g. copies of a contract that clearly identifies the quote(s) relied on,
supporting calculations that were relied on by Uranium One’s engineering department to
generate its unit costs). Alternatively, the estimate could be revised using data from RS Means,
the U.S. Bureau of Labor Statistics, or some other generally accepted source of cost data.

Comment 3: Revise or justify groundwater restoration cost estimate
(Appendix C of NUREG-1569, License Condition 9.5)

NUREG-1569, Appendix C, states, among other things, that the cost estimate for groundwater
restoration should describe:

e The method of groundwater restoration,
e The equipment associated with aquifer restoration, and
e The planned verification sample analyses.

Additionally, License Condition 9.5 to Source Materials License SUA-1596, in part, requires:

“The licensee shall maintain an NRC-approved financial surety arrangement, consistent
with 10 CFR 40, Appendix A, Criterion 9, adequate to cover the estimated costs, if
accomplished by a third party, for decommissioning and decontamination, which
includes offsite disposal of radioactive solid process or evaporation pond residues, and
ground-water restoration as warranted....” (emphasis added)

“Sheet 1”7 contains the licensee’s cost estimate for groundwater restoration. However, the level
of detail does not adequately describe the various elements associated with groundwater
restoration. The groundwater restoration cost estimate is a single number ($99,190), with the
following note: “Number is estimate from Contractor on 9-9-10 based on DDW being completed
in Lance Fox hills formation.”

In addition, there are labor costs reported in Section V of “Sheet 1” that are not included in the
total groundwater restoration cost calculation. The staff understands that this is the initial surety
estimate for the facility and that it will take some amount of time for construction before
operations can begin. The staff requests that either: the cost estimate be revised to include
more detail on the planned groundwater restoration activities, or confirm that no lixiviant will be
injected prior to updating the estimate with groundwater restoration costs. Note that if the latter
option is selected, the estimate will need to be reviewed and approved prior to injection of
lixiviant.

Comment 4: Revise or justify radiological survey and environmental monitoring costs
(Appendix C of NUREG-1569, License Condition 9.5)

The estimate does not include any costs for decontamination, radiological surveys, and
environmental monitoring, or discussion to address the lack of such costs in the estimate.
NUREG-1569 states that:
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“A gamma survey of all areas should be made before release for unrestricted
use. All equipment released for unrestricted use should be surveyed and the
records should be maintained.”

License Condition 9.5 to Source Materials License SUA-1596, in part, requires:

“...The surety shall also include the costs associated with all soil and water sampling
analyses necessary to confirm the accomplishment of decontamination....”

The staff understands that this is the initial surety estimate for the facility and that it will take
some amount of time for construction before operations can begin and decontamination of the
facility would be required. The staff requests that either: the cost estimate be revised to include
these decontamination, radiological survey and environmental monitoring costs, or confirm that
no lixiviant will be injected prior to updating the estimate to address these costs. Note that if the
latter option is selected, the estimate will need to be reviewed and approved prior to injection of
lixiviant.

Comment 5: Revise or justify labor overhead, contractor profit, and contingency used
(Appendix C of NUREG-1569)

The cost estimate does not appear to include sufficient labor overhead, contractor profit, and
contingency. NUREG-1569 states the following:

“Overhead costs for labor and equipment and contractor profit may be calculated
as separate items or loaded into hourly rates. If included in hourly rates, the unit
costs must identify the percentages applied for each area....All costs (unit and
total) are to be estimated on the basis of third party, independent contractor costs
(include overhead and profit in unit costs or as a percentage of the total)”.

Furthermore, License Condition 9.5 to Source Materials License SUA-1596, in part, requires:

The licensee shall maintain an NRC-approved financial surety arrangement, consistent
with 10 CFR 40, Appendix A, Criterion 9, adequate to cover the estimated costs, if
accomplished by a third party... for decommissioning and decontamination....
(emphasis added)

The “Cost Summary Sheet” contains the labor rates used in the cost estimate. For some labor
rates, the cost estimate explains, “Labor costs from loaded current in-field charges paid by
operating ISR facility + 40% ben.” Additionally, the cost estimate presents other labor rates
without an explanation regarding overhead and/or profit. Furthermore, it is unclear whether a
“+40%” is a sufficient amount for overhead and contractor profit. Therefore, the staff finds that
the presented labor rates apply overhead and/or contractor profit inconsistently, if at all.

NUREG-1569 addresses the use of a contingency factor by stating:
“The licensee should include a contingency amount to the total cost estimate for

the final site closure. The staff considers a 15-percent contingency to be an
acceptable minimum amount.”
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Furthermore, License Condition 9.5 to Source Materials License SUA-1596, in part, requires:

“...Along with each proposed revision or annual update of the financial assurance
estimate, the licensee shall submit supporting documentation, showing a breakdown of
the costs and the basis for the cost estimates with adjustments for inflation, maintenance
of a minimum 15-percent contingency, changes in engineering plans, activities
performed, and any other conditions affecting the estimated costs for site closure....”
(emphasis added)

Table 1, Summary of Reclamation/Restoration Bond Estimate, includes a line titled
“‘Administration, Overhead, and Contingency” in the amount of 25 percent, which is applied and
added to the cost estimate subtotal. Since administration, overhead and contingency are
grouped together, it is not clear if overhead costs, contractor profit, and a contingency of at least
15 percent are fully included.

Unless overhead costs, contractor profit, and a contingency of at least 15 percent are
fully included, the cost estimate does not account for the full cost of third-party labor. In
this case, the labor cost in the estimate would be lower than what a third party would
incur to decommission the site. This might result in an underestimate of the cost to
decommission the site. To ensure that the cost estimate accurately reflects third-party
labor costs associated with decommissioning, the licensee should revise or justify its
decommissioning cost estimate as necessary to reflect all overhead costs, contractor
profit, and contingency.

Comment 6: Explain if the cost estimate includes credit for salvage value
(NUREG-1569, Appendix C)

NUREG-1569 states that:

“Credit for salvage value is generally not acceptable in the estimated costs.”
It is unclear whether the cost estimate excludes or includes credit for salvage value. The
inclusion of such a credit may result in an underestimate of the cost to decommission the site. If

accurate, revise the cost estimate to clearly state that no credit for any salvage value is taken.
Otherwise, revise the cost estimate to exclude any credit for any salvage value.
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