May 11, 2015

Mr. Larry McGonagle
Cameco Resources
550 North Poplar Street
Casper, WY 82601

SUBJECT:  LICENSE AMENDMENT NO. 22 —2014-2015 FINANCIAL ASSURANCE
UPDATE FOR THE GAS HILLS REMOTE SATELLITE FACILITY TO THE
SMITH RANCH HIGHLAND URANIUM PROJECT, SOURCE MATERIAL
LICENSE SUA-1548 (TAC L00737)

Dear Mr. McGonagle:

By letter dated July 30, 2014, Power Resources, Inc. (PRI), doing business as Cameco
Resources (Cameco), submitted its annual financial assurance updates to the U.S. Nuclear
Regulatory Commission (NRC) staff for the Gas Hills remote satellite to the Smith Ranch
Highland facility (see ADAMS Accession No. ML14225A776). These facilities are both
authorized under source materials license SUA-1548 and are allowed to use in-situ recovery
(ISR) techniques to extract uranium from below the ground surface. Cameco provided a
response to the NRC staff's request for additional information on February 2, 2015 (see ADAMS
Accession No. ML15044A468).

The financial assurance update seeks to increase the financial assurance amount for the Gas
Hills remote satellite to $2,975,000 from the currently approved amount of $2,782,000. To date,
no commercial ISR operations have occurred at the Gas Hills remote satellite. As no ISR
operations have occurred at Gas Hills, the financial assurance estimate contains costs for
plugging and abandoning existing wells, removal of infrastructure, and decommissioning the
facility. Changes to the unit costs resulted in the proposed increase of $193,000 from the
currently approved estimate.

NRC staff has reviewed the financial assurance update in accordance with License Condition
9.5 and Criterion 9 of Appendix A to Part 40 of Title 10 of the Code of Federal Regulations

(10 CFR Part 40, Appendix A). Based on this review, the NRC staff has reasonable assurance
that the current financial assurance estimate of $2,975,000 will be adequate to complete
decommissioning activities at the Gas Hills remote satellite. This financial assurance update will
increase the total financial assurance amount for all facilities authorized under license SUA-
1548 to $237,825,300.

Cameco’s current financial assurance instrument is an irrevocable letter of credit held in favor of
the State of Wyoming. Cameco does not have a standby trust agreement (STA) in place at this
time as required by 10 CFR Part 40, Appendix A, Criterion 9. However, the NRC staff is in the
process of evaluating whether the State of Wyoming’s separate account provision for financial
assurance instruments it holds is consistent with the NRC’s STA requirement. During the
previous review cycle, the NRC, upon its own initiative, elected to grant an exemption to the
STA requirements in 10 CFR Part 40, Appendix A, Criterion 9. This exemption was issued in



L. McGonagle 2

accordance with 10 CFR 40.14(a) and remains in place until the conclusion of the 2015 review
cycle (see ADAMS Accession No. ML14016A054).

The NRC staff's review is documented in the enclosed Safety Evaluation Report (SER)

(Enclosure 1). The SER concludes that sufficient information is available to support the
reasonable assurance finding by the staff. License Amendment No. 22 is also enclosed
(Enclosure 2).

This licensing action meets the categorical exclusion provision in 10 CFR 51.22(c)(10)(i).
Therefore, no environmental review is required for either action.

If you have any questions regarding this action, please contact Mr. Douglas T. Mandeville, the
Project Manager for Source Material License SUA-1548, at 301-415-0724, or by e-mail at
Douglas.Mandeville@nrc.gov.

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 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/

Andrew Persinko, Deputy Director

Division of Decommissioning, Uranium Recovery,
and Waste Programs

Office of Nuclear Material Safety
and Safeguards

Docket No.: 40-8964
License No.: SUA-1548

Enclosures:

1. SER for Financial Assurance Review

2. Amendment No. 22 to Source Materials
License SUA-1548

cc: A. Tiensvold, Cameco
M. Bennett, WDEQ
B. Wood, WDEQ
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SAFETY EVALUATION REPORT
2014-2015 FINANCIAL ASSURANCE UPDATE FOR GAS HILLS REMOTE SATELLITE TO
THE SMITH RANCH HIGHLAND URANIUM PROJECT
GLENROCK, WYOMING

Docket No.: 40-8964
License No.: SUA-1548
Date: May 11, 2015
Facility: Gas Hills Remote Satellite Facility
Technical Reviewers: Douglas T. Mandeville
Reginald Augustus
Project Manager: Douglas T. Mandeville

SUMMARY AND CONCLUSIONS:

By letter dated July 30, 2014, Power Resources, Inc. (PRI), doing business as Cameco
Resources (Cameco), submitted its annual financial assurance update to the U.S. Nuclear
Regulatory Commission (NRC) staff for the Gas Hills remote satellite to the Smith Ranch
Highland facility (Cameco, 2014). These facilities are both authorized under source materials
license SUA-1548 to use in-situ recovery (ISR) techniques to extract uranium from below the
ground surface. Cameco provided a response to the NRC staff’s request for additional
information on February 2, 2015 (Cameco, 2015a).

The financial assurance update seeks to increase the financial assurance amount for the Gas
Hills remote satellite to $2,975,000 from the currently approved amount of $2,782,000. Note the
final amount of $2,975,000 has been adjusted slightly from the February 2, 2015 submittal to
reflect plugging and abandonment work completed on site (Cameco, 2015b). To date, no
commercial ISR operations have occurred at the Gas Hills remote satellite. As no ISR
operations have occurred at Gas Hills, the financial assurance estimate contains costs for
plugging and abandoning existing wells, removal of infrastructure, and decommissioning the
facility. Changes in the unit costs resulted in the proposed increase of $193,000 from the
currently approved estimate.

NRC staff has reviewed the financial assurance update in accordance with License Condition
9.5 and Criterion 9 of Appendix A to Part 40 of Title 10 of the Code of Federal Regulations

(10 CFR Part 40, Appendix A). Based on this review, the NRC staff has reasonable assurance
that the current financial assurance estimate of $2,975,000 will be adequate to complete
decommissioning activities at the Gas Hills remote satellite. This financial assurance update will
increase the total financial assurance amount for all facilities authorized under license SUA-
1548 to $237,825,300.

During the previous financial assurance review, staff determined that Cameco’s financial
assurance arrangement does not include a standby trust agreement (STA) as required by 10
CFR Part 40, Appendix A, Criterion 9. Pursuant to 10 CFR 40.14(a), the NRC, upon its own
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initiative, granted an exemption from the requirement for an STA until the 2015 review cycle for
Smith Ranch and Gas Hills (NRC, 2014). This exemption remains in effect.

TECHNICAL REVIEW:

License Condition (LC) 9.5 of source material license SUA-1548 reads, in part, as follows:

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.

Cameco’s Gas Hills remote satellite facility was first licensed in January 2004. Since that time,
Cameco has focused its efforts at the facility on permitting activities with the Bureau of Land
Management and exploratory drilling. Cameco’s financial assurance estimate of $2,975,000
includes costs for decommissioning, demolition, and disposal of the existing buildings that are
present at the site (Cameco, 2014). The current financial assurance estimate represents an
increase of $193,000 from the previously approved estimate.

The NRC staff reviewed the submitted financial assurance cost estimate for the Gas Hills
remote satellite to verify that the activities that would be required during decommissioning and
closure of the facility were included and properly accounted for. The NRC staff also reviewed
the unit costs to verify that they represent the costs that would be incurred by a third party to
complete decommissioning and closure activities at both facilities.

During its review, the NRC staff determined that the cost estimate does include the range of
activities necessary to reclaim and close the site. These efforts include removal of existing
buildings, plugging and abandonment of existing wells and drill holes, surface reclamation, and
off-site disposal of debris. The NRC staff determined that the quantities included in Cameco’s
cost estimate (i.e., number of wells, depth of wells, size of buildings, etc.) are consistent with its
knowledge of the site. The NRC staff observes that Cameco used either guidance from the
most recently available version of Wyoming Department of Environmental Quality (WDEQ)
Guideline 12, “Standardized Reclamation Performance Bond Format and Cost Calculation
Methods,” or actual costs to develop its cost estimate. The staff determined that the reason for
the increase of $193,000 in the financial assurance estimate is increases in the various unit
costs. The NRC staff determined that Cameco has provided adequate justification for the
current financial assurance estimate at the Gas Hills remote satellite facility. Therefore, the
NRC staff has reasonable assurance that the financial assurance estimate is sufficient and
accepts Cameco’s estimate for the Gas Hills satellite facility.

The NRC staff observes that Cameco has not included ground water restoration costs for the
Gas Hills remote satellite facility. This is acceptable to the NRC staff, provided that no lixivianat
is injected into the subsurface at Gas Hills and other activities remain developmental in nature.
The NRC staff will need to approve an updated estimate that includes ground water restoration
costs prior to injection of lixiviant at the Gas Hills remote satellite facility.



ENVIRONMENTAL REVIEW:

This licensing action meets the categorical exclusion provision in 10 CFR 51.22(c)(10)(i).
Therefore, no environmental review is required for this action.

PROPOSED LICENSE CONDITION:

By email dated April 24, 2015, Cameco agreed to the following updates to the financial
assurance amounts in condition 9.5 of license SUA-1548 (Cameco, 2015b):

Power Resources, Inc. shall maintain approved surety instrument(s) in the total amount
of no less than $237,825,300.00 for all facilities under this license. The minimum
amount for each area of the license is identified in the following paragraphs.

The licensee shall continuously maintain an NRC-approved surety instrument(s) for the
current non-operational Gas Hills Project facility in the amount of no less than
$2,975,000.00 in favor of the State of Wyoming, until a replacement is authorized by
both the State of Wyoming and the NRC.
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