SAFETY EVALUATION REPORT

DATE: April 61", 2026

DOCKET: 040-38415

LICENSEE: Rare Element Resources, Inc.
SITE: Upton Pilot Program

Upton, Wyoming

PROJECT MANAGER: Marti Poston

TECHNICAL REVIEWER:  Marti Poston

SUBJECT: Request to Amend Materials License No. SUA-1603 (Amendment
3) regarding approval to remove one authorized user due to his
resignation and add two individuals to the authorized user list in

LC 12 and add requirement to resume environmental monitoring
temporarily suspended during building retrofit.

BACKGROUND

Rare Element Resources, Inc (RER, the licensee) holds a Nuclear Regulatory Commission
(NRC) license No. SUA-1603 for its Upton Pilot Project (UPP), to conduct source material
processing for the recovery of rare earth elements at a pilot (small scale) location in Upton,
Wyoming. RER is a new license, with the original license issued in July 2023, with a license
condition requiring a pre-operational review to be conducted prior to the facility being authorized
to operate. The licensee requested the pre-operational review to be conducted in a two-phased
approach. The first phase of the pre-operational inspection was a review of the facility for
physical upgrade (PUG) operations, which was approved in Amendment 1 to the license, issued
July 26, 2024.

The second phase of the preoperational inspection included a document review prior to the
onsite inspection, an onsite inspection conducted September 10-11, and subsequent in-office
review through October 4, 2024. This second phase also required a subsequent license
amendment (Amendment 2) to approve chemical processing operations. This second phase of
the preoperational inspection included: (1) the review of the facility documents associated with
radiation protection and environmental monitoring program to provide protection for the worker,
the public and the environment, (2) a walkdown of the main facility to verify the “as-built”
configurations of the main facility (chemical) processing to extract rare earth elements from
source material and (3) additional document review post the onsite inspection to address issues
identified during the onsite portion of the inspection.

As a result of this phase Il preoperational inspection, main processing building operations is
approved, but only after the licensee successfully completes factory actuation testing and leak
testing of all equipment components and submits documentation verifying the testing and
results to the NRC, prior to starting chemical processing of the licensed material. Once the
chemical processing of licensed material is initiated for main facility operations, the licensee
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indicated it intends to operate for a maximum of one year before shutting down and
decommissioning the UPP site. Instead of continuing operations at the UPP, if the pilot project
can demonstrate the success of the processing results in the purity levels predicted, the
licensee plans to submit an application for full scale operations at another location.

Following completion of the onsite phase Il pre-operational review to confirm the adequacy of
the radiation protection program, equipment, and radiological controls in place for main
processing building (chemical processing) operations, the licensee submitted a license
amendment request to be approved for activities which would allow the licensee to conduct
chemical processing operations (ADAMS Accession No. ML24276A153). Additionally, the
licensee requested that this amendment also include review of changes to the list of proposed
authorized users identified in the license.

This report documents the results of the NRC’s staff review of these requests.

REGULATORY REQUIREMENTS

10 CFR 40.32, “General requirements of issuance of specific licenses,” outlines several
requirements for the approval of an application for a specific license. The NRC staff reviewed
the May 22, 2024, amendment request related to modification of certain license conditions to
authorize PUG operations, only after completion of testing and submission of test results to the
NRC, and the verbal request related to the removal of an authorized user from the license, to
determine if RER:

e demonstrated that it meets the requirements of 10 CFR 40.32(b), i.e., that RER is
qualified by reason of training and experience to use the source material for the purpose
requested in such a manner to ensure protection of the health and safety and minimize
danger to life and property.

e demonstrated that it meets the requirements of 10 CFR 40.32(c), i.e., that RER’s
proposed equipment, facilities, radiological controls, and procedures are adequate to
protection health and safety and minimize danger to life and property.

DISCUSSION

Amendment 1 to RER’s license approved the start of PUG Operations

By letter dated July 27, 2023", the NRC issued a license to RER to allow possession of source
material for the purpose of extracting rare earth elements. The license was issued as a pilot
project for the licensee to demonstrate the efficacy of their proprietary processing system to
produce rare earth elements at the purity levels necessary to set standards for use by the
Department of Defense and the Department of Energy. Since, at the time of the original license
request, the licensee had not constructed any of the buildings nor established a detailed
radiation safety and environmental monitoring program, the license included a condition
requiring a pre-operational inspection prior to conducting operations at the facility.
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Specifically, License Condition (LC) 13 of the radioactive material license SUA-1603, required
the licensee to undergo pre-operational reviews by NRC staff before facility processing would
be approved for the license. The licensee requested the pre-operational review to be conducted
in two phases. The purpose of the first phase of the operational review was to review the set-up
of the physical upgrade (PUG) system equipment for converting the source material samples to
a powder form prior to chemical processing, and for evaluating the radiological controls in place
for the PUG operations to ensure appropriate levels of protection for workers and to control
releases to the environment. PUG operations were approved under Amendment 1 to the license
issued July 26, 2024.

Amendment 3 to RER’s license modification to LC 13 submission and changes to
authorized users under LC 12.

This safety evaluation addresses resumption of the environmental monitoring program
temporarily suspended during retrofitting of the chemical processing building and updating the
authorized user identified in LC 12 due to personnel changes.

NRC EVALUATION OF AMENDMENT 3

1. Review of the Radiation Protection Program and associated procedures.

The NRC reviewed the Radiation Protection Program and associated procedures. Based upon
the onsite visits and additional information provided by the licensee regarding the radiation
protection and environmental monitoring (RPEM) program, the NRC staff found the RPEM plan
and its associated procedures provide adequate protection to the health and safety of the
workers, the public, and the environment. (See SER for Amendment 2 for details associated
with the RPEM — ADAMS Accession No. ML24291A269)

The documents submitted by the Licensee were reviewed by the NRC and found to satisfy the
requirements of license conditions 17 and 18, while still having the flexibility to modify, as
needed, the procedures and RPEM plan using the SERP process.

As discussed in the SER for Amendment 2 to the license, the approval to start operations in the
chemical processing building is dependent on the successful installation and actuation testing of
the computer system, as well as leak testing of the fully installed system, to verify that the
system works as intended to limit exposure to occupational workers from radioactive materials
and/or chemical hazards from leaks in joints or piping. During the testing, the license identified
issues with the equipment, such as installation of stainless-steel valves where not needed and
failure to install stainless steel valves where needed. So the licensee performed a walkdown of
all the systems and began retrofitting the building. During this retrofitting process, the licensee
requested and was granted by the NRC, temporary release from continuing operation of the
environmental monitoring program. The site has sufficient information to justify the background
levels as detailed in Regulatory Guide 4.14. The amendment to LC 13 includes this testing
requirement, and requires that, upon successful completion of these required tests and
resumption of the environmental monitoring program, the licensee shall notify the NRC in
writing, providing the testing results and an assentation of the resumption of the environmental
monitoring program for NRC review and approval. The licensee was also requested to provide
an estimated start date for chemical processing operation.



Program and associated procedures are adequate; therefore, in conjunction with the NRC
staff’s earlier evaluation of the original license, the proposed equipment, facilities, radiological
controls, and procedures of the licensee’s chemical processing operations are adequate to

2. Modification of Authorized Users

On December 31, Mr. Jaye Pickart, Chief Operations Officer, resigned from his position.
Therefore, the licensee requested he be removed from the license as an authorized user. Mr.
Michael Pollard is the new COO and Mr. Tom Drake is the new Plant Manager. These
gentlemen have previous work experience with radiation commensurate to the scope of work
associated with the RER license to allow their additional the authorized user list in LC 12.

3. Revisions to the License

As a result of the staff’s preoperational review, the staff is amending License Condition 13 such
that, in addition to authority to conduct PUG operations, the licensee is also authorized to
conduct chemical processing in the main processing facility, but only after completion of
actuation testing and leak testing of the primary chemical process and the thorium-cerium
separation system and resumption of the environmental monitoring program temporarily
suspended during retrofitting.

Other changes to the license conditions are administrative in nature, and as such, the staff has
determined are acceptable. LC 12 was modified to remove an authorized user from the license
due to that individual’s resignation from the licensee’s organization and to add two additional
individuals to the authorized users list.

ENVIRONMENTAL REVIEW AND CONSULTATION

In accordance with 10 CFR 51.22(b), the NRC staff has determined that an EA or an EIS is not
required for this amendment. The amendment involves modifying a license condition to
authorize chemical processing operations in the main processing facility, after completion of
testing and submission of documentation to the NRC verifying the tests and resuming
environmental monitoring (LC 13); and modifying the list of persons identified in the license as
authorized users to remove an individual who has resigned and the hiring of two new staff
members (LC 12); Specifically, the actions modifying LC 12, and 13 are categorically excluded
under 10 CFR 51.22(c)(11) from the requirement to prepare an EA or EIS because they are
administrative, procedural, organizational, or result in a change in process operations or
equipment provided that (i) there is no significant change in the types or significant increase in
the amounts of any effluents that may be released offsite, (ii) there is no significant increase in
individual or cumulative occupational radiation exposure, (iii) there is no significant construction
impact, and (iv) there is no significant increase in the potential for or consequences from
radiological accidents. The staff’'s determination is based on the following NRC staff findings:

e The modification of LCs 12, and 13 will not result in a significant change in the type
or significant increase in the amounts of any effluent that may be released offsite.
Changes to LC 13 as a result of the review of the radiation protection program and



implementing procedures, as well as the setup for chemical processing the main
processing building, were reviewed as part of the original licensing process and there
are no significant changes to that process as part of this amendment that would
result in a change to the type or amounts of effluents from that previously reviewed.
The remaining changes to the other license conditions are administrative and
editorial in nature and, as such, have no relation to effluents.

e There will be no significant increase in individual or cumulative occupational radiation
exposure as a result of any deletions of modifications to LCs 12, and 13. Changes to
LC 13 as a result of chemical processing activities were reviewed as part of the
original licensing process and there are no changes to that process as part of this
amendment that would result in a significant increase in individual or cumulative
occupation radiation exposure from that previously reviewed. The remaining changes
to the other license conditions are administrative and editorial in nature and, as such,
have no relation to radiation exposure.

o The modifications to LCs 12, and 13 will not result in a significant construction
impact. Changes to LC 13 as a result of chemical processing activities were
reviewed as part of the original licensing process and there are no changes to that
process as part of this amendment that would result in a significant construction
impact from that previously reviewed. The remaining changes to the other license
conditions are administrative and editorial in nature and, as such, have no relation to
construction impacts.

¢ And, there is no significant increase in the potential for or consequences from
radiological accidents as a result of the modifications of LCs 12 and 13. Changes to
LC 13 as a result of chemical processing activities were reviewed as part of the
original licensing process and there are no changes to that process as part of this
amendment that would result in a significant increase in the potential for
consequences from radiological accidents from that previously reviewed. The
remaining changes to the other license conditions are administrative and editorial in
nature and, as such, have no relation to radiological accidents.

The changes sought by this amendment were reviewed as part of the original license approval
process; this amendment reflects the licensee’s progression, as documented in the license, to
take the steps necessary to ultimately be authorized to operate. Therefore, the NRC staff has
determined that consultation under Section 7 of the Endangered Species Act is not required
because the changes approved through this amendment will not affect the endangered species
or critical habitat. Likewise, the NRC staff has determined that the changes approved through
this amendment are not a type of activity that has potential to cause effects on historical
properties. Therefore, no further consultation is required under Section 106 of the National
Historical Preservation Act.

CONCLUSION

Based upon the review conducted onsite and during in-office review, and review of the license
amendment application, as discussed above, the NRC staff determined that the radiation
program associated with chemical processing operations in the main process building is
sufficient to protect the health and safety of worker, public and the environment. Additionally, the
NRC staff determined that the administrative amendments are accurate and therefore
acceptable. The NRC concludes that the RER has presented sufficient information to allow



approval of the request to conduct chemical processing operations, in addition to the already
approved PUG operations, after completion of the required testing and submission of
documentation verifying the testing to the NRC, as reflected in the amendments to the License
Conditions. NRC Source Material License SUA-1603 Amendment 3 will be revised to reflect
this approval.
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