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UNITED STATES OF AMERICA USNRC

NUCLEAR REGULATORY COMMISSION
November 29, 2005 (10:55am)

BEFORE THE ATOMIC SAFETY AND LICENSING BOARD OFFICE OF SECRETARY
RULEMAKINGS AND

ADJUDICATIONS STAFF
Docket No.  70-3103-ML

In the Matter of:

Louisiana Energy Services, L.P. ,
ASLBP No. 04-826-01-ML

A

(National Enrichment Facility)

LOUISIANA ENERGY SERVICES, L.P.’S
MOTION TO SUPPLEMENT THE RECORD

Pursuant to 10 C.F.R. §§ 2.337(a) and 2.323(a), Louisiana Energy Services, L.P.
(“LES”) hereby offers LES Exhibit 117 for identification and moves for its ‘adr.nissiOn into the
record of this proceeding. LES Exhibit 117, attached to this motion, is a letter from Rod M.
Krich, Vice President of Licensing, Safety, and Nuclear Engineering at LES, to the Director,
Office of Nuclear Material Safety and Safeguards, U.S. Nuclear Regulatory Commission, with
the subject “Clarifying Information Related to Cost Estimate for Deconversion of Depleted UF¢”

(NEF#05-033) (November 23, 2005).
At the recent round of evidentiary hearings on Contentions NIRS/PC EC-3/TC-1,

"EC-S/T C-2, EC-6/TC-3, and EC-4 (as remanded to the Board) held from October 24-27, 2005, a
question arose concerning the potential cbsts of washing and recertifying empty DUF; cylinders
for reﬁse or, in the alternative, of disposing of those cylinders. In addition, a question arose
i'egarding the manner in which LES accounted for the cost of capital associated with the
construction of a private deconversion facility in its estimate for constructing such a facility.
Since these issues arose shortly before the evidentiary hearing, the Staff and LES indicated at the

hearing that further discussions might be necessary. At the close of the evidentiary hearing, the
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Board indicated that it would be leaving the record open, in part to allow for additional
submissions regarding summary disposition.

In response to a request from the NRC sfaff, LES submitted a letter (LES Exhibit
117) regarding these two issues. Specifically, the letter reiterates testimony delivered by LES’s
witnesses at the -evi&entiary hearing, and further memorializes LES statements that it (1) commits
to an additional $0.60 pér kgU for the cost of cylinder washing, and (2) is prepared to commit to
an additional $0.40 per kgU to account for the cost of capital.

This mofion is timely since the letter was prepared after the conclusion of the
evidentiary hearing but before the close of the evidentiary record. Accordingly, the criteria for
reopening a closed record do not apply. See 10 C.F.R. § 2.326(a); see also Public Service Elec. |
and Gas Co. (Salem Nuclear Generating Station, Unit 1), LBP-80-10, 11 NRC 337, 339 (1980),
Consumers Power Co. (Midland Plant, Units 1 and 2), LBP-84-20, 19 NRC 1285, 1291 n.6
(1984). The letter is relevant and material since it directly .coﬁcems the Staff’s conclusions
regarding the LES cost estimates. See e.g., Tr. at 1965-1993, 2221-2230, 2308-2315 (cylinder
washing); Tr. at 2004, 2017-23, 2040-52, 2276-94 (cost of capital). Lastly, the letter is reliable
since it was submitted to the LES licensing docket by the applicant and may be incorporated into

LES’s license.



For the foregoing reasons, the Board should admit LES Exhibit 117 into the

record of this proceeding.

Respectfully submitted,

)(‘MR (Mix:

es R. Curtiss, Esq.
av1d . Repka, Esq.
i J. O’Neill, Esq.

Amy C. Roma, Esq.
Tyson R. Smith, Esq.
WINSTON & STRAWN LLP
1700 K Street, N.-W.
Washington, DC 20006-3817
(202) 282-5000

John W, Lawrence, Esq.

LOUISIANA ENERGY SERVICES, L.P.
100 Sun Avenue, NE

Suite 204

Albuquerque, NM 87109

Dated at Washington, District of Columbia
this 29th day November 2005
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UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION

BEFORE THE ATOMIC SAFETY AND LICENSING BOARD

In the Matter of. ; Docket No. 70-3103-ML
Louisiana Energy Services, L.P. ; ASLBP No. 04-826-01-ML
(National Enrichment Facility) ) .

CERTIFICATE OF SERVICE

I hereby certify that copies of the “LOUISIANA ENERGY SERVICES, L.P.’S
MOTION TO SUPPLEMENT THE RECORD” in the above-captioned proceeding have been
served on the following by e-mail service, designated by **, on November 29, 2005 as shown
below. Additional service has been made by deposit in the United States mail, first class, this

29th day of November 2005.

Chairman Nils J. Diaz Commissioner Jeffrey S. Merrifield

U.S. Nuclear Regulatory Commission U.S. Nuclear Regulatory Commission
Washington, DC 20555-0001 Washington, DC 20555-0001
Commissioner Edward McGaffigan Commissioner Gregory B. Jaczko

U.S. Nuclear Regulatory Commission U.S. Nuclear Regulatory Commission
Washington, DC 20555-0001 Washington, DC 20555-0001
Commissioner Peter B. Lyons Office of the Secretary**

U.S. Nuclear Regulatory Commission Attn: Rulemakings and Adjudications Staff
Washington, DC 20555-0001 U.S. Nuclear Regulatory Commission

- Mail Stop O-16C1
Washington, DC 20555-0001
(original + two copies)
e-mail: HEARINGDOCKET@nrc.gov
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Office of Commission Appellate
Adjudication

Mail Stop O-16C1

U.S. Nuclear Regulatory Commission

Washington, DC 20555

Lindsay A. Lovejoy, Jr.**

"~ 618 Pasco de Peralta, Unit B

Santa Fe, NM 87501
e-mail: lindsay@lindsaylovejoy.com

Administrative Judge

Charles N. Kelber**

Atomic Safety and Licensing Board Panel
Mail Stop T-3F23

U.S. Nuclear Regulatory Commission
Washington, DC 20555-0001

e-mail: cnkelber@aol.com

Lisa A. Campagna**

Assistant General Counsel
Westinghouse Electric Co., LLC

P.O. Box 355

Pittsburgh, PA 15230-0355

e-mail: campagla@westinghouse.com

DC:444633.1

Office of the General Counsel**

Attn: Associate General Counsel for
Hearings, Enforcement and
Administration

Lisa B. Clark, Esq.**

Margaret J. Bupp, Esq.*¥*

Mail Stop O-15D21

U.S. Nuclear Regulatory Commission

Washington, DC 20555-0001

e-mail: OGCMailCenter@nrc.gov

e-mail: Ibc@nrc.gov

e-mail: mjb5@nrc.gov

Administrative Judge

Paul B. Abramson**

Atomic Safety and Licensing Board Panel
Mail Stop T-3F23

U.S. Nuclear Regulatory Commission
Washington, DC 20555-0001

e-mail: pba@nrc.gov

Administrative Judge

G. Paul Bollwerk, III, Chair**

Atomic Safety and Licensing Board Panel
Mail Stop T-3F23

U.S. Nuclear Regulatory Commission
Washington, DC 20555-0001

e-mail: gpb@nrc.gov

Y Uit

Curtiss

Cou sel ffor Louisiana Energy Services, L.P.
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ENRICHMENT 10 CF.R. 30.6

10 CF.R. 40.5
FACILITY | - . - 10CF.R.70.5
-“November 23, 2005
NEF#05-033

ATTN: Document Control Desk

Director _ ,

Office of Nuclear Material Safety and Safeguards
U.S. Nuclear Regulatory Commission
Washington, DC 20555-0001

Louisiana Energy Services, L.P.
National Enrichment Facility
NRC Docket No. 70-3103

Subject: Clarifying Information Related to Cost Estimate for Deconversion of Depleted
UF;

During the October 2005 evidentiary hearings on Louisiana Energy Services' (LES's)
strategy and related cost estimate for the commercial dispositioning of depleted uranium
‘hexafluoride (DUFe) from the proposed National Enrichment Facility (NEF), a question arose

_.concerning the potential costs of washing and recertifying empty DUF¢ cylinders for reuse or, in_
the alternative, of disposing of those cylinders. In addition, a question arose regarding the
manner in which LES accounted for the cost of capital associated with the construction of a
private deconversion facility in its estimate for constructing such a facility. The information that
follows addresses these two issues, and reflects the testimony delivered by LES's expert witness
panel during the evidentiary hearing on October 24 and 25, 2005.

L Cylinder Washing and Disposal

LES's witness panel testified that any empty DUFs cylinders would be a valuable
operational commodity, in that such cylinders could be continuously reused or recycled for
storing and/or transportlng radioactive material. As LES's witnesses testified, LES does not
believe that it is reasonable to assume that fully serviceable cylinders would be cut up and
disposed of as a routine matter. This is a key aSsumption underlying LES's cost estimate.

Additionally, absent unusual 01rcumstances LES's witnesses testified that it is necessary
to wash a used DUFg cylinder only once eVery ﬂve years in conjunction with the "recertification”
of that cylinder for further use. As mdlcatéd above, cylinders are not simply used once, washed,
and then disposed of. Such a practice would squander a valuable commercial resource.
Furthermore, LES's witnesses testified that much of the washing and recertification of the
cylinders would occur during the operatlonal fllfe of the NEF as these cylinders are used and
reused, and would therefore constitute an | operatlonal cost. At the end of plant life, therefore,
many of the cylinders already will have been washed and recertified. LES's witnesses testified
that the assumption that a third party operating a deconversion facility would be required to wash
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and recertify, or to dispose of, 30 years worth of empty DUF; cylinders represents a worst case
and unrealistic scenario. For these reasons, cylinder wash costs were not included in the
deconversion cost estimate. ' :

LES's witnesses further testified that the estimated cost of washing and recertifying an
empty DUFs cylinder is approximately $0.58 to $0.60 per kgU. As LES's witnesses indicated
during the hearing, this cost estimate is based on information contained in the 2004 Urenco
business study. Based upon this business study, LES's witnesses further testified that the cost of
washing an empty cylinder for purposes of its recertification would bound the cost of cleaning
that same cylinder for purposes of disposing of it under "free release" standards. In particular,
the Urenco business study projects the cost for disposing of a cylinder. This projection translates
into about $0.56 per kgU (assuming an exchange rate of $1.29 per Euro). Additionally, LES's
witnesses testified that based upon information provided by Cameco, a company that mines
uranium and converts it to yellowcake for eventual enrichment, it is less expensive to wash and
sandblast a cylinder for purposes of free release of that cylinder than the estimated cost for
cylinder washing and recertification contained in the Urenco business study, since the cost of
recertification is eliminated. For the foregoing reasons, LES's witnesses testified that the cost of
cylinder washing for purposes of recertification would bound the estimated cost of cleaning the
cylinder for purposes of disposing of it under "free release” standards. As explained in the
testimony, the only part of the cylinder that will be required to be disposed of as low-level
radioactive waste is the end cap welding rings.

Finally, as explained above, LES testified that it did not include the cost of cylinder
washing or disposal in its cost estimate for a private sector deconversion facility.
Notwithstanding, LES commits to an additional $0.60 per kgU for the cost of cylinder washing.
For the reasons discussed above, LES testified that this is a very conservative figure, since it
assumes that all cylinders will be washed and recertified or disposed of once the DUFg has been
removed, and because this estimate bounds the cost of cylinder cleaning and disposal.

II1. Cost of Capital

With regard to the "cost of capital” necessary to construct a private deconversion facility,
LES's witnesses testified that the LES cost estimate of $2.67 per kgU is based upon the Urenco
business study, adjusted to account for the cost of constructing and operating such a facility in
the United States. This per kgU estimate, multiplied by the total kgU to be generated by the NEF
during its 30-year license period (i.e., 110,027,923 kgU) and escalated in accordance with the
required periodic adjustment, will result in sufficient financial assurance at the end of the license
period of the NEF to construct and operate a deconversion facility. Thus, in the event that LES
fails to fulfill its responsibility to disposition the DUFs produced by the NEF, sufficient funds
would be available at that time from the LES financial assurance instrument for the NRC to
contract with a third party for the construction and operation of a deconversion facility. No
funds would need to be borrowed for this purpose, and hence there would be no debt to service -
(i.e., cost of capital). :
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Additionally, as a backup alternative to the preferred use of a private deconversion
facility, LES's financial assurance would also provide sufficient funds for the NRC to enter into
an arrangement with the Department of Energy (DOE) to disposition all DUF, generated by NEF
-- at any time during the licensed period of the NEF -- in the event that LES fails to fulfill its
responsibility. Indeed, based upon DOE's estimated per kgU cost of $4.68 per kgU for all costs
~ associated with the dispositioning of DUFs, the financial assurance provided by LES of $5.28 per

kgU (the original estimate of $4.68 per kgU plus the $0.60 per kgU for cylinder washing
committed to above) would be more than sufficient to cover the DOE option as a backup
alternative for any DUF; generated by NEF up to that point.

The approach described above complies with all applicable NRC financial assurance
requirements. Further, it ensures that in any reasonably foreseeable circumstance, sufficient
financial assurance will be available to disposition all DUFs generated by the NEF without the
need to borrow funds and the attendant debt service obligations associated with such borrowing.

Nevertheless, understanding that questions that have arisen regarding how LES has
accounted for the cost of capital associated with the construction of a private deconversion
facility, LES is prepared to commit to an additional $0.40 per kgU to account for the cost of
capital, on the basis of an assumed borrowing rate of 10 percent. The $0.40 per kgU is based
upon an assumed amortization period of 17 years, the projected operating life of the
deconversion facility, during which all the DUF¢ generated by the NEF will be deconverted.
__While LES views the assumed interest rate of 10 percent to be highly conservative, LES is... .
prepared to commit to the addition of $0.40 per kgU to its deconversion cost estimate for
purposes of ensuring that this issue is resolved in a satisfactory manner.

If you have any questions or need additional information, please contact me at 630-657-
2813.

Respectfully,
WM‘W / J W
RM. Knch
Vice President - Licensing, Safety, and Nuclear Engmeenng

cc:  T.C.Johnson, NRC Project Manager
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