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Re Telephone Conference October 17, 2007

Dear Mr. Michalak,

On October 17, 2007 I engaged in a telephone conference with you and Bob
Evans of the NRC that was requested by you for the purpose of discussing the
SERP that was undertaken by PRI on May 16, 2006. The SERP was called "to
review and document" the appointment of Arlene Crook as the site Radiation
Safety Officer as the replacement for Tim McCullough. Additionally the SERP
referenced "the temporary change in management" which you noted in our
teleconference had been in place for some 19 months.

It was further noted in the SERP that "The NRC was notified of these staffing
changes in correspondence date May 18, 2006".

The SERP listed the guidelines for the qualifications for the position of RSO
contained in Regulatory Guide 8.31

It was noted in our teleconference that the referenced Reg Guide, under section
2.4.1 states that "The RSO should have the following education, training and
experience .... " It then goes on the list four separate areas of education,
experience, training, and knowledge.

Your observation was that Arlene was not qualified to be RSO. We stipulate that
8.31 is a guideline and operators can and have proposed alternative
qualifications.

We spoke with the person who was the manager of EHS at the time of the
appointment. It is PRI's collective recollection that this appointment was
discussed with representatives of the NRC prior to it taking place but we cannot
locate any documentation to support that. It has been our practice to notify the
NRC by letter of any changes in personnel and the fact that correspondence on
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this change cannot be located would indicate it was not sent. This was an
anomaly as all recent changes have been advised in writing and all future
changes will be advised to the NRC.

We have proposed that John McCarthy be appointed as the RSO. John was
approved by the NRC as the RSO for Rio Algom at Smith Ranch in a letter dated
November 26, 1996 and he served in that capacity for seven years. These
actions have been advised in separate correspondence. John will be supported
in his position as the Manager of EHS by the Environmental Coordinators so that
he can devote the time needed to his responsibilities as RSO. John will also
have the support of Arlene as she continues her training to become the RSO.

We are reviewing and updating the organizational elements in our NRC
application and license and will provide updated information when it is available.

In our conference call, you noted that the NRC was now, as a consequence of
the SERP related to confirming the appointment of our RSO, uneasy as to the
thoroughness of our SERP procedures and practices and suggested that we
consider modifying them

We have already modified our SERP procedures as follows:

1. Each participant receives documentation on the activity to be reviewed
before the meeting to allow time to review and research the proposed
activity.

2. The Work Order form on our server based Preventative Maintenance
system, EPAC, is being modified so that the originator has to check a box
indicating if they feel the requested activity might be a candidate for an
ORC or SERP. If the box is checked a notice is sent to the EHS
department and the Mine Manager. Work cannot commence until a
decision is made and the maintenance department is advised of the
decision. Our Environmental Coordinator(s) review all work orders at
present to scan for activities requiring review.

3. Before each ORC and/or SEPR the EHS department is required to review
our NRC License and DEQ Permits for possible conflicts.

4. At a minimum each ORC/SERP will be attended by a representative from
Management, the RSO or a representative from the EHS Department, and
a Manager/Supervisor of the department involved in the change/test.

5. In no case will a person who is the subject of a SERP, as in the
appointment of the RSO, be a party to the SERP
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Another point you raised as a suggestion was to review the amount of staffing in
our radiation safety department. The following is a summary of our present
plans:

1. We have received approval to hire an additional Radiation Safety
Technician (for a total of 2).

2. We are actively recruiting to fill a current vacancy for an Environmental
Coordinator and will have two Environmental Coordinators when that
process is complete.

3. We have budgeted for an additional environmental position. This person
will be responsible for coordinating our compliance with certain Cameco
initiatives that are targeting a reduction in our impacts on land, water and
air. Some topics that are under discussion include reducing power
consumption on a units of production basis, reducing our foot print,
reducing all fossil fuel usage on a units of production basis, increasing the
rate of ground water restoration, and reducing both contaminated and
non-contaminated trash.

4. We have received approval to establish a Structured Approach to Training
(SAT) and to hire a person to manage this activity. This individual will
follow protocols established at other Cameco operations to provide
improved initial training and to establish recurrent training for all frontline
staff. This is in addition to initial and recurrent industrial and radiation
safety training that all staff receive at the point of hire and quarterly there
after. The SAT will focus more on recurrent training on SOP's,
recognizing change and reacting appropriately, and improving work
practices and communication.

5. Power Resources is developing a management structure for its US
operations that would separate responsibilities for development from
responsibilities for operations. Under such a structure we at SRH would
not have responsibility for other projects in Wyoming such at Gas Hills and
North Butte. This will allow our staff more time to manage SRH and thus
increase the resources here.

We thank you for you input and look forward to a successful relationship.

Sincerely,

Ch rles J. Foldenauer, PE
Mine Manager, SRH
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