
 

 
  
 
 

November 10, 2014 
 
 
Mr. Larry McGonagle 
Cameco Resources 
550 North Poplar Street 
Casper, WY  82601 
 
SUBJECT: REQUEST FOR ADDITIONAL INFORMATION – 2014-2015 FINANCIAL 

ASSURANCE ESTIMATE FOR CAMECO RESOURCES SMITH RANCH 
HIGHLAND FACILITY – SOURCE MATERIALS LICENSE SUA-1548  

                       (TAC J00731) 
 
Dear Mr. McGonagle: 
 
By letter dated July 21, 2014, Power Resources, Inc., doing business as Cameco Resources 
(Cameco), submitted its annual financial assurance estimate for the Smith Ranch Highland 
Uranium Project to the U.S. Nuclear Regulatory Commission (NRC) staff for review and 
approval (see ADAMS Accession ML14225A225).  The Smith Ranch Highland Uranium Project 
is authorized under NRC license SUA-1548 to extract uranium using in-situ recovery (ISR) 
technology.  The NRC staff accepted the surety update for review on August 21, 2014 (see 
ADAMS Accession ML14233A268).  Upon reviewing this submittal, the NRC staff has identified 
several items that require further clarification in order for the staff to complete its review.  The 
NRC staff’s comments are contained in the enclosure.   
 
The NRC staff developed these comments in consultation with staff from the Wyoming 
Department of Environmental Quality Land Quality Division (WDEQ-LQD).  While these 
comments may not result in a significant change in the current financial assurance estimate 
amount, they should still be addressed to maintain accuracy for estimated developed in future 
years.  The NRC staff looks forward to resolving these comments quickly to complete our 
review.   
 
In accordance with 10 CFR 2.390 of NRC’s “Agency Rules of Practice and Procedure,” 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 ADAMS. ADAMS is 
accessible from the NRC Web site at: http://www.nrc.gov/reading-rm/adams.html.  
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If you have any questions regarding this matter, please contact me at (301) 415-0724, or by 
e-mail, at Douglas.Mandeville@nrc.gov.   
 

Sincerely, 
 
 
 
/RA/ 
Douglas T. Mandeville, Project Manager 
Uranium Recovery Licensing Branch 
Division of Decommissioning, Uranium Recovery, 
  and Waste Programs  

      Office of Nuclear Material Safety and Safeguards 
Docket No.:  40-8964   
License No.:  SUA-1548   
 
Enclosure: Request for Additional Information 
 
cc:  M. Bennett, WYDEQ



 
L. McGonagle  2 
 
 

 

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

Sincerely, 
 
 
 
/RA/ 
Douglas T. Mandeville, Project Manager 
Uranium Recovery Licensing Branch 
Division of Decommissioning, Uranium Recovery, 
  and Waste Programs  

      Office of Nuclear Material Safety and Safeguards 
Docket No.:  40-8964   
License No.:  SUA-1548   
 
Enclosure: Request for Additional Information 
 
cc:  M. Bennett, WYDEQ 
 
 
 
DISTRIBUTION:  RKellar/RIV  LGersey/RIV  DPersinko 

 
ML14288A570 

OFFICE NMSS NMSS NMSS NMSS NMSS 

NAME DMandeville SAchten CMcKenney BVonTill DMandeville 

 DATE 10/20 /14 10/ 20/14 10/22 /14 10/22 /14 11/10 /14 

OFFICIAL RECORD COPY 



 

Enclosure 

Request for Additional Information (RAI) for 
The Annual Financial Assurance Update for Cameco’s 

Smith Ranch Highland Uranium Project  
 

RAI 1 
 
Description of Deficiency 
 
The information in the financial assurance cost estimate does not appear to correctly capture all 
projected costs for decommissioning, ground water restoration, and surface reclamation 
activities.  The NRC staff has identified apparent formula errors in the estimate that result in the 
total amount required to perform cleanup activities being greater than the amount shown in the 
estimate.   
 
Basis for Request 
 
As Cameco’s submittal appears to underestimate the total amount of money needed to perform 
decommissioning, ground water restoration, and reclamation activities, the cost estimate is not 
consistent with License Condition 9.5 of Source Materials License SUA-1548.  Condition 9.5 
states in part that:  
 

“…Along with each proposed revision or annual update of the surety, 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 estimated costs for site closure…” 

 
Additionally, the submittal does not meet the applicable requirements of 10 CFR Part 40, 
Appendix A, Criterion 9.   
 
Formulation of RAI 
 
During its review, the NRC staff identified potential inconsistencies or errors in the spreadsheet 
calculations: 
 

• For the Highland estimate, sheet entitled “GWR WF”, Page 1 of 2, the total ground water 
sweep and reverse osmosis costs do not appear to include the Mine Unit (MU) J-
extension columns.   

• For the Smith Ranch estimate, sheet entitled “WF REC”, the wellfield road reclamation 
costs do not appear to include data from columns S, T, U, V, and W.   
 

The NRC staff requests that Cameco verify the spreadsheet calculations and correct any 
inconsistencies identified.   
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RAI 2 
 
Description of Deficiency 
 
The financial assurance cost estimate uses labor costs that are based on a 2012 salary survey 
by the Mountain States Employment Council.  It is not clear to the staff if this salary survey is 
representative of labor rates in Wyoming in 2014.   
 
Basis for Request 
 
The financial assurance cost estimate may not include sufficient costs for labor activities 
involved in decommissioning, ground water restoration, and reclamation of the site.  License 
Condition 9.5 to Source Materials License SUA-1548, 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 reclamation 
and closure costs, if accomplished by a third party, for all existing operations and any 
planned expansions or operational changes for the upcoming year. Reclamation 
includes all cited activities and groundwater restoration, as well as off-site disposal of all 
11e.(2) byproduct material…” 

 
It is possible that labor costs in 2012 are less than what an independent third party would incur 
performing cleanup activities.   
 
Formulation of RAI 
 
The staff requests that Cameco either: (i) revise the cost estimate using more recent labor cost 
data; or (ii) justify the continued use of labor rates from 2012.   
 
RAI 3 
 
Description of Deficiency 
 
The NRC staff observes that the planned ground water restoration period for individual mine 
units has changed when compared to the 2013-2014 financial assurance estimate.  For some 
mine units, the restoration period is shorter and for other mine units, the restoration period is 
longer.  The reasons for these changes are not apparent to the NRC staff.   
 
Basis for Request 
 
The financial assurance cost estimate may not include sufficient costs for ground water 
restoration of the site.  License Condition 9.5 to Source Materials License SUA-1548, 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 reclamation 
and closure costs, if accomplished by a third party, for all existing operations and any 
planned expansions or operational changes for the upcoming year. Reclamation 



3 
 

 

includes all cited activities and groundwater restoration, as well as off-site disposal of 
all 11e.(2) byproduct material…” (emphasis added). 

 
The NRC staff observes that changes to the ground water restoration performance period 
without demonstration of measurable progress of completion may result in an underestimate of 
the amount of time required.  During its review, the NRC staff determined that the time required 
to complete ground water restoration is a key driver of several cost items in the estimate.   
 
Formulation of RAI 
 
The NRC staff recognizes that changes to Cameco’s water balance for Smith Ranch may be the 
reason for the changes in the restoration time period.  The staff requests that Cameco either: (i) 
explain or justify the changes to the restoration time period; or (ii) revise the estimate using the 
restoration time period from the previously approved estimate.   
 
RAI 4 
 
Description of Deficiency 
 
During its review, the NRC staff identified several changes to utility costs when compared to the 
2013-2014 financial assurance estimate.  In some cases, the changes to the utility costs are 
significant.  One example of this is the decrease in natural gas costs.  In other cases, the 
changes to utility costs not appear to be consistent.  For example, the unit rate for electrical 
costs increased, but the estimated heating costs for header houses is less than the previous 
estimate.   
 
Basis for Request 
 
Cameco’s cost estimate does not appear to be consistent with License Condition 9.5 of Source 
Materials License SUA-1548.  Condition 9.5 states in part that:  
 

“…Along with each proposed revision or annual update of the surety, 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 estimated costs for site closure…” 

 
Without a clear understanding of the reason behind the changes to the utility costs in the 
estimate, the NRC staff cannot have reasonable assurance that the estimate fully captures the 
cost of performing cleanup activities.   
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Formulation of RAI 
 
During its review, the NRC staff identified potential inconsistencies related to utility costs in the 
spreadsheet calculations: 
 

• On the “MASTER COSTS” tab, the estimated costs related to natural gas are 
significantly less than the previous estimate. 

• On the “GWR WF” tab, the electrical heating costs for header houses are less than the 
previous year despite the electrical costs on the “MASTER COSTS” tab being higher 
than the previous estimate.  However, on the “GWR SITE” tab, the electricity unit costs 
per year for the buildings have increased over the previous estimate.   

• On the “UNIT COSTS” tab, page 4 of 6, the heater power usage is 7.5 kilowatts per day, 
compared to 12.5 kilowatts per day in the previous estimate.  This decrease may help 
explain the previous bullet; however, the change in the power usage should be 
explained.   

 
The NRC staff requests that Cameco review the utility costs to verify that the spreadsheet 
formulas are correct.  Additionally, the NRC staff requests that Cameco confirm the changes to 
the unit costs for natural gas and electricity.   
 
 


