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Subject: Request for Exemption to Certain Provisions of 10 CFR 40.36 and 10 C1
"Financial assurance and recordkeeping for decommissioning"

References: 1 Letter NEF#03-003 dated December 12, 2003, from E. J. Ferland'(Louisiana
Energy Services, L. P.) to Dlrectors, Office of Nuclear Material Safety and
Safeguards and the Division of Facilities and Security (NRC) regarding
"Applications for a Material License Under 10 CFR 70, Domestic licensing of
sp acial nuclear material, 10 CFR 40. Domestic licensing of source material,
and 10 CFR 30, Rules of general applicability to domestic licensing of
byproduct material, and for a Facility Clearance Under 10 CFR 95, Facility
security clearance and safeguarding of national security information and
restricted data'

2. Le'Iter NEF#04-002 dated February 27, 2004, from R. M. Krich (Louisiana
Energy Services, L. P.) to D)irector, Office of Nuclear Material Safety and
Safeguards (NRC) regarding 'Revision I to Applications for a Material
License Under 10 CFR 70, "Domestic licensing of special nuclear material,"
10 CFR 40, "Domestic licensing of source material," and 10 CFR 30, "Rules
of general applicability to domestic licensing of byproduct material'

3. Le'ter NEF#04-029 dated July 30, 2004, from R. M. Krich (Louisiana er
Services, L. P.) to Director, Office of Nuclear Material Safety and Safe ua
(NRC) regarding "Revision to Applications for a Material License Unde1 I
CF R 70, "Domestic licensing of special nuclear material," 10 CFR 40,
"Domestic licensing of source material," and 10 CFR 30, "Rules of ge eral'
applicability to domestic licensing of byproduct material" 1�
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4. Letter NEF#04-037 dated September 30, 2004, from R. M. Krich (Louisiana
Energy Services, L. P.) to Director, Office of Nuclear Material Safety and
Safeguards (NRC) regarding 'Revision to Applications for a Material License
Urder 10 CFR 70, "Domestic licensing of special nuclear material," 10 CFR
40, "Domestic licensing of :source material," and 10 CFR 30, "Rules of
general applicability to domestic licensing of byproduct materiarl

5. Letter NEF#05.021 dated April 22, 2005, from R. M. Krich (Louisiana Energy
Services, L. P.) to Director, Office of Nuclear Material Safety and Safeguards
(NRC) regarding 'Revision to Applications for a Material License Under 10
CFR 70, "Domestic licensing of special nuclear material," 10 CFR 40,
"Domestic licensing of source material,' and 10 CFR 30, 'Rules of general
applicability to domestic licensing of byproduct material"

6. LeIter NEF#05-022 dated April 29, 2005, from R. M. Kdich (Louisiana Energy
Services, L. P.) to Director, Office of Nuclear Material Safety and Safeguards
(NRC) regarding 'Revision to Applications for a Material License Under
10 CFR 70, "Domestic licensirig of special nuclear material," 10 CFR 40,
"Domestic licensing of source material," and 10 CFR 30, 'Rules of general
applicability to domestic licensing of byproduct material"

By letter dated December 12, 2003 (Reference 1), E. J. Feriand of Louisiana Energy Services
(LES), L. P., submitted to the NRC applications for the licenses necessary to authorize
construction and openation of a gas centrifuge uranium enrichment facility. Revision 1 to these
applications was submitted to the NRC by letter dated February 27, 2004 (Reference 2).

-Subsequent revisions (i.e., revision 2, revision 3 and revision 4) to these applications were
' submitted to the NRC by letters dated July 30, 2004 (Reference 3), September 30, 2004

(Reference 4), April 22, 2005 (Reference 5), and April 29, 2005 (Reference 6), respectively.

As stated In Safety Analysis Report (SAR) Section 10.2.1," Decommissioning Funding
Mechanism," in the initial submittal of the license application on December 13, 2003, since it has
been LES's intent to sequentially Install and operate modules of the enrichment equipment (i.e.,
Separations Building Modules) overtime, financial assurance for decommissioning would be
provided during the operating life of the National Enrichment Facility (NEF) at a rate that Is In
proportion to the decommissioning liability for these facilities as they are phased In. Similarly, It
has been LES's Intent to provide decommissioning funding assurance for the disposition of
depleted uranium byproduct at a rate In proportion to the amount of accumulated depleted
uranium byproduct onsite up to the maximum amount of depleted uranium byproduct produced
by the NEF. Providing decommissioning funding assurance on a forward-looking Incremental
basis satisfies the applicable decommissioning funding assurance requirements without
Imposing the significant financial burden on LES of obtaining at one time the entire financial
coverage for all facilit:es and all projected depleted uranium byproduct that are not yet In
existence.
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While LES's intention regarding decommissioning funding assurance was delineated in the
original application, the NRC has notified us that the procedural step of obtaining an exemption
will be necessary In order for LES to avail Itself of this option. Accordingly, Enclosure 1 to this
letter provides the request for exemptions In accordance with 10 CFR 40.14 and 10 CFR 70.17,
"Specific exemptions," to certain provisions of 10 CFR 40.36(d) and 10 CFR 70.25(e) as a
revision to Section 1.2.5, "Special Exemptions or Special Authorizations," of the SAR. The
conforming change to SAR Section 10.2.1 Is also included in Enclosure 1, and all of these
changes will be included In a future revision of the license application.

Enclosure 2 contains a license application page reflecting clarifications and updates that are
unrelated to the exemption request. These changes will also be reflected In a future revision of
the license application.

If you have any questions, please contact me at 630-657-2813.

Respectfully,

R. M. Krich
Vice President - Licensing, Safety, and Nuclear Engineering

Enclosures I and 2
1. Exemption Request
2. Changed License Application Page

cc: T. C. Johnson, NRC Project Manager
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Exemption Request



1.2.3 Type, Quantity, and Form of Licensed Material

LES proposes to acquire, deliver, receive, possess, produce, use, transfer, and/or store special
nuclear material (SNM) meeting the criteria of special nuclear material of low strategic
significance as described in 10 CFR 70.4 (CFR,2003e). Details of the SNM are provided in
Table 1.2-1, Type, Quantity, and Form of Licensed Material. It is expected that other source
materials and by-product materials will also be used for Instrument calibration purposes. These
materials will be identified during the design phase and the SAR will be revised, accordingly.

1.2.4 Requested Licenses and Authorized Uses

LES is engaged In the production and selling of uranium enrichment services to electric utilities
for the purpose of manufacturing fuel to be used to produce electricity In commercial nuclear
power plants.
This application is for the necessary licenses Issued under 10 CFR 70 (CFR, 20030,,10 CFR 30
(CFR, 2003g) and 10 CFR 40 (CFR, 2003h) to construct, own, use and operate the facilities
described herein as an Integral part of the uranium enrichment facility. This Includes licenses
for source, special nuclear material and byproduct material. The period of time for which the
license is requested is 30 years.
See Section 1.1, Facility and Process Description for a summary, non-technical narrative
description of the enrichment activities utilized in NEF.

1.2.5 Special Exemptions or Special Authorizations

In accordance with 10 CFR 40.14 (CFR, 2005a), "Specific exemptions," and 10 CFR 70.17
(CFR, 2005b), 'Specific exemptions.' LES requests exemptions from certain provisions of 10
CFR 40.36 (CFR, 2005c), 'Financial assurance and recordkeeping for decommissioning,'
paragraph (d), and 10 CFR 70.25 (CFR, 2005d), "Financial assurance and recordkeeping for
decommissioning," paragraph (e). Specifically, 1 0 CFR 40.36(d) (CFR, 2005c) and;
10 CFR 70.25(e) (CFR, 2005d) both state In part that '...the decommissioning funding plan
must also contain a certification by the licensee that financial assurance for decommissioning
has been provided in the amount of the cost estimate for decommissioning...." As stated In
Section 10.2.1, 'Decommissioning Funding Mechanism," of the SAR since LES intends to
sequentially install and operate modules of the enrichment equipment over time, providing
financial assurance for decommissioning during the operating life of the NEF at a rate that is in
proportion to the decommissioning liability for these facilities as they are phased In satisfies the
requirements of this regulation without Irposing the financial burden of maintaining the entire
financial coverage for facilities and material that are not yet in existence. The same basis
applies to decommissioning funding assurance for depleted uranium byproduct. As also stated
In Section 10.2.1 of the SAR, LES proposes to provide financial assurance for the disposition of
depleted uranium byproduct at a rate In proportion to the amount of accumulated depleted
uranium byproduct onsite up to the maximum amount of the depleted uranium byproduct
produced by the NEF.
The justification for this proposal to provide decommissioning funding assurance on a forward-
looking Incremental basis is LES's commitment to update the decommissioning cost estimates

NEF Safety Analysis Report Revision 6, 2005
Page 1.2-5



and to provide to the NRC a revised funding instrument for facility decommissioning at a
minimum prior to the operation of each facility module. With respect to the depleted uranium
byproduct, LES commits to updating the decommissioning cost estimates on an annual forward-
looking incremental basis and to providing the NRC revised funding instruments that reflect
these projections of depleted uranium byproduct production. The long-term nature of
enrichment contracts allows LES to accurately predict the production of depleted uranium
byproduct. If any adjustments to the funding assurance were determined to be needed during
the annual period due to production variations, they would be made promptly and a revised
funding instrument would be provided to the NRC.
LES requests that exemptions from the provisions of 10 CFR 40.36(d) (CFR, 2005c) and
10 CFR 70.25(e) (CFR, 2005d) described above be granted. In support of this request, LES
provides the following Information relative to the criteria In 10 CFR 40.14 (CFR, 2005a) and
10 CFR 70.17 (CFR, 2005b).
Granting the exemption is authorized by law
There Is no statutory prohibition to providing decommissioning funding assurance on an
incremental basis. In fact, the NRC has previously accepted an incremental approach to
decommissioning funding assurance for the United States Enrichment Corporation's operation
of its gaseous diffusion plants.
Granting the exemntions will not endanger life! or propertv or the common defense and security

Allowing the decommissioning funding assurance for the NEF to be provided on a forward-
looking incremental basis continues to ensure that adequate funds are available at any point in
time after licensed material Is Introduced onto the NEF site to decommission the facility and
disposition any depleted uranium byproduct possessed by LES. Accordingly, life, property, or
the common defense and security will not be endangered by the NEF once it is permanently
shutdown.
Granting the exemptions is otherwise in the hublic interest

Providing an alternative, diverse, and secure domestic source of enrichment services in support
of the nuclear power industry that supplies 20% of the nation's electricity is clearly in the public
benefit. Providing decommissioning funding assurance on an Incremental basis will ensure that
adequate financial assurance Is available when required. Imposing the requirement to provide
decommissioning funding assurance for the entire facility and all depleted uranium byproduct
that would be produced over the NEF licensed operating period results in a significant
unnecessary financial hardship. Accordingly, the granting of these exemptions, is in the public
interest.
Since the granting of this exemption does not satisfy any of the criteria for categorical exclusion
delineated in 10 CFR 51.22 (CFR, 2005e), *Criteria for categorical exclusion; Identification of
licensing and regulatory actions eligible for categorical exclusion or otherwise not requiring
environmental review," nor the criteria requiring an environmental impact statement In
10 CFR 51.20 (CFR, 20050, "Criteria for and Identification of licensing and regulatory actions
requiring environmental Impact statements," an environmental assessment is required in
accordance with 10 CFR 51.21 (CFR,.2005g), Criteria for and identification of licensing and
regulatory actions requiring environmental assessments." Accordingly, LES proposes that the
NRC make a finding of no significant impact based on the following information addressing the
provisions of 10 CFR 50.30 (CFR, 2005h), "Environmental assessment."

NEF Safety Analysis Report Revision 6, 2005
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Need for the proposed action

Granting of the requested exemption will allow LES to satisfy the applicable decommissioning
funding assurance requirements for the NEF without imposing an unnecessary financial burden
on LES.

Alternatives as required by Section 102(2)(El of the National Environmental Policy Act (NEPA)

The only alternative to granting the requested exemption is to not grant it. The significant
financial burden that would be imposed on LES by not granting the requested exemption is
unnecessary.
The environmental impacts of the proposed action and alternatives as appropriate

Granting the requested exemption will not result in environmental Impacts in addition to those
delineated In the ER for the NEF since adequate funds will continue to be available to
decommission the NEF and disposition any depleted uranium byproduct possessed by LES at
any point in time after licensed material Is Introduced onto the NEF site. The environmental
impact of not granting the requested exemption could potentially be the loss of an alternate,
diverse, and secure domestic source of enrichment services for the nuclear power Industry that
supplies 20% of the nation's electricity.

A list of agencies and gersons consulted and identification of sources used

The NRC Project Manager for the NEF was contacted. The NEF license application was used
as a source.
Based on the above Information, LES proposes that, if this exemption request Is granted, the
NRC reach a finding of no significant impact In accordance with 10 CFR 51.32 (CFR, 2005i),
'Finding of no significant Impact."

1.2.6 Security of Classified Information

Access to restricted data or national security Information shall be controlled In accordance with
10 CFR 10 (CFR, 2003i), 25 (CFR, 2003j), and 95 (CFR, 2003k). This application does contain
classified information that has been submitted under separate correspondence.
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10.2 FINANCIAL ASSURANCE MECHANISM

10.2.1 Decomrnissioning Funding Mechanism

LES intends to utilize a surety method to provide reasonable assurance of decommissioning
funding as required by 10 CFR 40.36(e)(2) (CFR, 2003h) and 70.25(f)(2) (CFR, 20031).
Finalization of the specific financial instruments to be utilized will be completed, and signed
originals of those instruments will be provided to the NRC, prior to LES receipt of licensed
material. LES Intends to provide continuous financial assurance from the time of receipt of
licensed material to the completion of decommissioning and termination of the license. Since
LES intends to sequentially install and operate the Separations Building Modules over time,
financial assurance for decommissioning will be provided during the operating life of the NEF at
a rate that Is in proportion to the decommissioning liability for these facilities as they are phased
in. Similarly, LES Wi i provide decommissioning funding assurance for disposition of depleted
tails at a rate in proportion to the amount of accumulated tails onsite up to the maximum amount
of the tails as described in Section 10.3, Tails Disposition. An exemption request to permit this
incremental financial assurance is provided in Section 1.2.5, eSpecial Exemptions or Special
Authorizations."

The surety method adopted by LES will provide an ultimate guarantee that decommissioning
costs will be paid in the event LES is unable lo meet its decommissioning obligations at the time
of decommissioning. The surety method will also be structured and adopted consistent with
applicable NRC regulatory requirements and In accordance with NRC regulatory guidance
contained In NUREG-1757 (NRC, 2003). Accordingly, LES intends that its surety method will
contain, but not be limited to, the following attributes:

* The surety method will be open-ended or, if written for a specified term, such as five years,
will be renewed automatically unless 90 days or more prior to the renewal date, the issuer
notifies the NRC, the trust to which the surety Is payable, and LES of its intention not to
renew. The surely method will also provide that the full face amount be paid to the
beneficiary automatically prior to the expiration without proof of forfeiture if LES fails to
provide a replacement acceptable to the NRC within 30 days after receipt of notification of
cancellation.

* The surety method will be payable to a trust established for decommissioning costs. The
trustee and trust wVill be ones acceptable to the NRC. For instance, the trustee may be an
appropriate State or Federal government agency or an entity which has the authority to act
as a trustee and whose trust operations are regulated and examined by a Federal or State
agency.

* The surety method will remain in effect until the NRC has terminated the license.

* Unexecuted copies of the surety method documentation are provided in Appendices 1 OA
through 1OF. Prior to LES receipt of licensed material, the applicable unexecuted copies of
the surety method documentation will be replaced with the finalized, signed, and executed
surety method documentation, including a copy of the brokerlagent's power of attorney
authorizing the broker/agent to issue bonds.

NEF Safety Analysis Report Revision 6, 2005 |
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The remaining 3% of the decommissioning costs are for the remaining systems and
components in other buildings. Since these c:osts are small In relation to the overall cost
estimate, the cost data for these systems has also been summarized at the same level of detail
as that for the Separations Building Modules.

f The decommissioning project schedule is presented In Figure 10.1-1, National Enrichment
Facility - Conceptual Decommissioning Schedule. Dismantling and decontamination of the
equipment in the three Separations Building Modules will be conducted sequentially (in three
phases) over a nine year time frame. Separations Building Module 1 will be decommissioned
during the first three-year period, followed by Separations Building Module 2, and then
Separations Building Module 3. Termination of Separations Module 3 operations will mark the
end of uranium enrichment operations at the NEF. Decommissioning of the remaining plant
systems and buildings will begin after Separations Building Module 3 operations have been
permanently terminated.

10.1.3.2 Major Assumptions

Key assumptions underlying the decommissioning cost estimate are listed below:

* Inventories of materials and wastes at the time of decommissioning will be in amounts that
are consistent with routine plant operating conditions over time.

* Costs are not included for the removal or disposal of non-radioactive structures and
materials beyond that necessary to terminate the NRC license.

* Credit is not taken for any salvage value that might be realized from the sale of potential
assets (e.g., recovered materials or decontaminated equipment) during or after
decommissioning.

* Decommissioning activities will be performed In accordance with current day regulatory
requirements.

* LES will be the Decommissioning Operatidns Contractor (DOC) for all decommissioning
operations. However, in the event that LES is not able to fulfill this role, an adjustment to
account for use of a third party for performing decommissioning operations Is provided In
Table 10.1-14, Total Decommissioning Costs.

* Decommissioning costs, with the exception of tails disposition costs, are presented In
January 2002 dollirs. In Table 10.1-14, tEails disposition costs are presented in January
2004 dollars. In addition, the costs of decommissioning presented in Table 10.1-14 are
escalated from January 2002 dollars to Janiiary 2004 dollars to provide the total
decommissioning costs in January 2004 dollars.

10.1.4 Decommissioning Strategy

The plan for decommissioning Is to promptly decontaminate or remove all materials from the
site which prevent reliase of the facility for unrestricted use. This approach, referred to in the
industry as DECON (i.e., Immediate dismantlement), avoids long-term storage and monitoring of
wastes on site. The type and volume of wastes produced at the NEF do not warrant delays In
waste removal normally associated with the SAFSTOR (i.e., deferred dismantlement) option.
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