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ATTN: Document Control Desk
Director
Office of Nuclear Safety and Safeguards
U.S. Nuclear Regulatory Commission
Washington, DC 20555-0001

AREVA Enrichment Services LLC
Eagle Rock Enrichment Facility
NRC Docket No.: 70-7015

Subject: Application for a Uranium Enrichment Facility License Under 10 CFR 70, "Domestic Licensing
of Special Nuclear Material"

AREVA Enrichment Services (AES) LLC is submitting an application for the construction and operation of
a gas centrifuge uranium enrichment plant in accordance with the requirements of 10 CFR 70.\This
proposed plant has been designated the Eagle Rock Enrichment Facility (EREF), and will be located in
Bonneville County, Idaho. The proposed EREF will enrich uranium up to 5% and will have a nominal
capacity of three million Separative Work Units (SWU). The EREF will employ centrifuge technology from
Enrichment Technology Company (ETC) Limited, i.e. the TC-12 centrifuge.

AREVA first notified the NRC of its intent to pursue an operating license for a uranium enrichment plant
during a meeting with the NRC on May 21, 2007. A pre-application meeting with the NRC was
subsequently held on January 31, 2008. During these discussions, AREVA explained that the proposed
enrichment facility would closely follow the design and operation of Louisiana Energy Services' National
Enrichment Facility (NEF), licensed in June 2006, so as to expedite the NRC's review of the EREF
license application. Accordingly, the appropriate sections of the enclosed application identify how the
EREF follows or diverges from the NEF.

In accordance with 10 CFR 70.21, "Filing," and 10 CFR 70.5, "Communications," AES submits the
enclosed compact disk (CD) containing all application documents that do not contain classified
information. The portions of the application that contain classified information are being submitted
separately in accordance with 10 CFR 95.39, "External transmission of document and materials." Those
portions of the enclosed application that we have identified containing security-related sensitive
unclassified non-safeguards information (SUNSI) using the guidance in NRC Regulatory Issue Summary
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(RIS) 2005-31, "Control of Security-Related Sensitive Unclassified Non-Safeguards Information Handled
by Individuals, Firms, and Entities Subject to NRC Regulation of the Use of Source, Byproduct, and
Special Nuclear Material," have been appropriately indicated and redacted. Those portions of the
enclosed application that we have identified as containing information that is deemed export controlled
under 10 CFR 810, "Assistance to foreign atomic energy activities" and other regulations, have been
appropriately indicated and redacted. We request that this information be withheld from public disclosure
in accordance with 10 CFR 2.390, "Public inspections, exemptions, request for withholding," paragraphs
(a)(1) and (a)(3). Lastly, those portions of the enclosed application that we have identified as containing
proprietary information as described in 10 CFR 2.390 (a) (4) have been appropriately indicated and
redacted. In accordance with 10 CFR 2.390(b), an affidavit supporting our request to withhold this
proprietary information is enclosed. A separate CD appropriately marked, containing the redacted
information is also enclosed.

The enclosed application meets the applicable requirements of 10 CFR 70.22, "Contents of Applications,"
and is therefore comprised of the following documents.

" Environmental Report (ER)

" Safety Analysis Report (SAR)

* Fundamental Nuclear Material Control Plan (FNMCP)

* Emergency Plan

* Physical Security Plan (PSP)

* Standard Practice Procedures Plan (SPPP)

An Integrated Safety Analysis (ISA) Summary is also enclosed.

The license application includes a request for an NRC facility clearance in accordance with 10 CFR
95.15, "Approval for processing licensees and others for facility clearance," for the EREF since the
proposed enrichment facility will contain classified information. Since there is no existing facility
clearance, this request includes a security Standard Practice Procedures Plan that was prepared in
accordance with the guidance in the NRC Division of Security Operations document, "Standard Practice
Procedures Plan Standard Format and Content for the Protection of Classified Matter for NRC Licensees,
Certificate Holder, or other Activities as the Commission May Determine," dated June 2006. As required
by 10 CFR 95.15(b), the SPPP includes Foreign Ownership, Control or Influence (FOCI) information.
AREVA requests that the SPPP, including the FOCI information be withheld from public disclosure since:
1) this document contains SUNSI information, as defined in NRC RIS 2005-31, 2) it is subject to
controlled disclosure in accordance with 10 CFR 2.390(d)(1 ), and 3) this document contains personnel
information, the disclosure of which would constitute clearly unwarranted invasion of personal privacy as
specified in 10 CFR 2.390(a)(6).
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As required by 10 CFR 70.21(h), the enclosed application includes an Environmental Report. This ER
reflects applicable NRC guidance, including format, provided in NUREG-1748, "Environmental Review
Guidance for Licensing Actions Associated with NMSS Programs," dated August 2003.

The Safety Analysis Report included as part of the enclosed application meets the applicable
requirements and reflects the applicable NRC guidance, including format, provided in NUREG-1520,
"Standard Review Plan for the Review of a License Application for a Fuel Cycle Facility," dated March
2002. Specifically, the description of the applicant, AES LLC, as required by 10 CFR 70.22(a)(1), is
provided in SAR Chapter 1, "General Information, "Section 1.2.1. A summary of the licensed activity, the
location of the licensed activity, and the plan for carrying out the licensed activity required by 10 CFR
70.22(a)(2) are provided in SAR Chapter 1, Section 1.1. The period of time for which the license is
requested, as required by 10 CFR 70.22(a)(3), is 30 years and is specified in SAR Chapter 1, Section
1.2.4. As required by 10 CFR 70.22(a)(4), the name, amount, and specifications of the special nuclear
material (SNM) that will be handled and/or created are provided in SAR Chapter 1, Section 1.2.3.

A description of AES's technical qualifications as required by 10 CFR 70.22(a)(6) is provided in SAR
Chapter 2, "Organization and Administration," Section 2.2.4. A description of the proposed procedures
that will be in place to protect the public health and property as required by 10 CFR 70.22(a)(8) is
provided in the appropriate chapters of the SAR in accordance with the guidance in NUREG-1 520. As
required by 10 CFR 70.22(a)(8), the financial qualifications that AES will meet are provided in SAR
Chapter 1, Section 1.2.2.

A description of the decommissioning funding plan as required by 10 CFR 70.22(a)(9) is provided in SAR
Chapter 10, "Decommissioning." Presentation of some of the information in this chapter follows the
guidance in NUREG-1757, Volume 3, "Consolidated NMSS Decommissioning Guidance - Financial
Assurance, Recordkeeping and Timeliness," dated September 2003. Note that the decommissioning cost
estimate is based, in part, on depleted uranium disposition costs provided by the U.S. Department of
Energy (DOE). These costs were provided to AREVA in a DOE letter, dated March 17, 2008, and
enclosed here. AES's letter, dated December 22, 2008, confirming the applicability of the DOE cost
estimate is also enclosed.

To address a portion of the "Management Measures" description called for in NUREG-1 520, a separate
Quality Assurance Program Description (QAPD) was'prepared. This QAPD is provided in Appendix A to
SAR Chapter 11, "Management Measures." The rest of the AES management measures are described in
SAR Chapter 11. A description of the safety program as required by 1 OCFR 70.22(a)(7) is provided in
SAR Chapter 3, "Safety Program," Chapter 4, "Radiation Protection," Chapter 5, "Nuclear Criticality
Safety," Chapter 7, "Fire Safety," and Chapter 11.

The Integrated Safety Analysis Summary required by 10 CFR 70.65, "Additional content of applications,"
is also included in the enclosure with the license application. The ISA summarized in this document was
performed following the guidance in NUREG-1 513, "Integrated Safety Analysis Guidance Document,"
dated May 2001. A description of the equipment, facilities, and procedures that will be relied upon to
protect public health and property is provided in Section 3.8 of the ISA Summary. Since the ISA
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Summary contains information considered to be SUNSI as defined in RIS 20005-31, AES requests that it
be withheld from public disclosure.
As required by 10 CFR 70.22(b), the program for the control and accounting of SNM is provided in the
FNMCP enclosed as part of the application. The FNMCP was prepared following the guidance in NRC
Regulatory Guide 5.67, "Material Control and Accounting for Uranium Enrichment Facilities Authorized to
Produce Special Nuclear Material of Low Strategic Significance," dated December 1993, and follows the
format recommended by NUREG/CR-5734, "Recommendations to the NRC on Acceptable Standard
Format and Content for the Fundamental Nuclear Material Control (FNMC) Plan Required for Low-
Enriched Uranium Enrichment Facilities," dated November 1991. Chapter 9 of the FNMCP contains
classified information and therefore, as described above, is being submitted separately in accordance
with 10 CFR 95.39. Since the enclosed FNMCP contains information that is considered SUNSI as
defined in RIS 2005-31 and is subject to controlled disclosure in accordance with 10 CFR 2.390(d)(1),
AES requests that this document be withheld from public disclosure.

As required by 10 CFR 70.22(i)(1)(ii), an Emergency Plan that addresses the criteria in 10 CFR
70.22(i)(3)(i) through (xiii) is included in the enclosed application. The Emergency Plan also includes
AES's commitment to comply with the "Emergency Planning and Community Right-to-Know Act," as cited
in 10 CFR 70.22(i)(3)(viii). Comments on the Emergency Plan have been received from the affected
offsite agencies and are attached to the Emergency Plan as required by 10 CFR 70.22(i)(4). Since the
Emergency Plan contains information considered to be SUNSI as defined in RIS-2005-31, AES request
that this document be withheld from public disclosure.

A Physical Security Plan is included as part of the enclosed application as required by 10 CFR 70.22(k).
Since the PSP contains information that is considered SUNSI as defined in RIS-2005-31 and is subject to
controlled disclosure in accordance with 10 CFR 2.390(d)(1), AES requests that this document be
withheld from public disclosure.

Lastly, as described above, a Standard Practice Procedures Plan, including FOCI information, is included
in the enclosed application as required by 10 CFR 70.22(m). For the reasons explained above, AES
requests that this document be withheld from public disclosure.

A letter dated December 22, 2008 from Mr. John Hoffman, Director, Underwriting, American Nuclear
Insurers (ANI), is also enclosed. This letter states ANI's expectation to provide nuclear liability insurance
for the EREF at the maximum policy limit of $300M once the facility is constructed and set to begin
operation as required by 10 CFR 70.22(n). Proof of liability insurance will be submitted to the NRC prior
to facility operation as required by 10 CFR 140.136, "Amount of liability insurance required for uranium
enrichment facilities."

AES requests such additional material licenses as are necessary or appropriate for the construction,
operation, and decommissioning of the EREF, e.g., 10 CFR 40, "Domestic licensing of source material,"
and 10 CFR 30, "Rules of general applicability to domestic licensing of byproduct material."
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Correspondence related to the enclosed application should be addressed to Sam Shakir, President and
CEO, AES LLC, 4800 Hamden Lane, Suite 1100, Bethesda, Maryland, with copies to AES's legal counsel
of record, Mr. James R. Curtiss, Esq., Curtiss Law, at curtisslaw(oqmail.com.

If you have any questions, please contact me at 301-841-1656.

Respectfully,

Sam Shakir
President and CEO, AES LLC

Enclosures: Affidavit
CD with redacted application and ISA Summary
CD with unredacted application and ISA Summary
DOE letter dated March 17, 2008
AES letter dated December 22, 2008
ANI letter dated December 22, 2008

Breeda Reilly, U.S. NRC Senior Project Manager
Eagle Rock Enrichment Facility

CC:
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Sam Shakir
President & CEO

AFFIDAVIT OF SAM SHAKIR

(a) I am the President and Chief Executive Officer (CEO) of the AREVA Enrichment Services LLC
(AES), and as such have the responsibility of reviewing the proprietary and confidential information
sought to be withheld from public disclosure in connection with our application to construct and operate a
uranium enrichment facility. I am authorized to apply for the withholding of such proprietary and
confidential information from public disclosure on behalf of AES.

(b) I am making this affidavit in conformance with the provisions of 10 C.F.R. 2.390 of the regulations
of the Nuclear Regulatory Commission (NRC), and in conjunction with AES's request for withholding,
which is accompanied by this affidavit.

(c) I have knowledge of the criteria used by AES in designating information as proprietary or
confidential.

(d) By this submittal, AES seeks to protect from disclosure certain proprietary and confidential
information contained in the following documents:

Application for a License Under 10 C.F.R. 70 and the Integrated Safety Analysis
(ISA) Summary, transmitted to the NRC by letter dated December 30, 2008 from
Sam Shakir (AES), EREF-08-10, to the NRC.

The license application and ISA Summary contain commercial information that is not public. Disclosure of
this information could create inappropriate financial speculation regarding AES generally and the
proposed enrichment facility specifically. This affidavit discusses the bases for withholding certain
portions of the application and ISA summary, as indicated therein, from public disclosure.

(e) Pursuant to the provisions of 10 C.F.R. 2.390(b)(4), the following is furnished for consideration by
the NRC in determining whether the proprietary information sought to be protected should be
withheld from public disclosure.

(i) The information for Which protection from disclosure is sought has been
held in confidence by AES. This information is proprietary to AES, and
AES seeks to protect it as such. The information proprietary to AES is
found in the documents listed in paragraph (d), above. AES has
separated the proprietary information 'from non-proprietary information in
these documents. Therefore, AES seeks to protect the separated
information from public disclosure.

(ii) The information sought to be withheld is of a type that would customarily
be held in confidence by AES. The information consists of commercial
and financial information that provides a competitive advantage to AES.

AREVA ENRICHMENT SERVICES LLC
One Bethesda Center - 4800 Hampden Lane, Suite 1100, Bethesda, MD 20814

Tel.: 301 841 1600 - Fax: 301 841 1619 - wwwareva.com
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(iii) The information sought to be withheld is being provided to the NRC in
confidence, and, under the provisions of 10 C.F.R. 2.390, it is to be
received in confidence by the NRC.

(iv) The information sought to be withheld is not available in public sources,
to the best of AES's knowledge and belief.

(v) Public disclosure of the proprietary information AES seeks to protect is
likely to cause substantial harm to AES's competitive position within the
meaning of 10 C.F.R. 2.390(b)(4)(v). The proprietary information has
substantial commercial value to AES.

For all of the reasons discussed above, AES requests that the identified proprietary information be
withheld from public disclosure.

I declare under penalty of perjury that the foregoing is true and correct.

Executed on December 26, 2008.

Presid
One B
4800
Suite
Bethe,

STATE OF MARYLAND
COUNTY OF MONTGOMERY

I HEREBY CERTIFY that on this 2 6th day of December, 2008,
before me, the undersigned Notary Public of the State of
Maryland, personally appeared, SAM SHAKIR, known to me to
be the person whose name is subscribed to the within
instrument aDý acknowledged that he executed the same for
the purpos s terein contained. In witness hereof I hereunto
set my ha an official seal.

.............................................................

Steven H. Bullock
Notary Public in and for the State of Maryland
My Commission Expires June 28, 2010

am Shalktr- ..

lent and CEO of AES LLC
ethesda Center
Hampden Lane
1100
sda, MD 20814

STEVEN H. BULLOCK
NOTARY PUBLIC

Prince George's County, Maryland
Comm. Exp.: June 28, 2010

p~.



Department of Energy
Washington, DC*20585

March 17, 2008

Mr. Sam Shakir
General Manager, Strategic Enrichment Program
AREVA NC Incorporated
4800 Hampden Lane, Suite 1100
Bethesda, MD 20814

Dear Mr. Shakir:

This is in response to your January 11, 2008, letter requesting whether the
Department of Energy (DOE) would accept, convert and dispose of the depleted
uranium hexafluoride (DUF6) product to be generated by AREVA's proposed
enrichment facility.

The Department would accept, upon request, :such DUF6 for conversion and
disposal (or beneficial reuse) pursuant to authorities granted to the Department
under the Atomic Energy Act. The Department's acceptance of such material
would be contingent upon the negotiation of an agreement for conversion and
disposal services that would include full cost recovery of the Department's
expenses.

As requested, DOE prepared a cost estimate for DUF 6 conversion and disposal
services to AREVA. The cost estimate is based on AREVA's projection thatvit
would generate approximately 7,800 metric tons of DUF6 annually. For the
purposes of this estimate, it is assumed that AREVA will operate for 30 years,
beginning in 2014.

The Department estimates that the cost of converting and disposing of AREVA's
projected. DUF6 inventory would range from $3.88/kg to $5376/kg of DUF6:in
fiscal year 2007 dollars. This estimated price reflects the following costs: design
and construction (capital costs); DUF 6 conversion (Operating & Cylinder
Management); transportation of conversion products to a disposal site (rail to a
transload facility then truck shipments); disposal of the conversion products as
Low Level Radioactive Waste; and decontamination and decommissioning of the
conversion facility.

@ xPrinted• with soy ink on recvyll paperpape
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The following is .an estimate range with a break-out of the four principal cost
:components:

MIN MAX
Capital Costs $0.52 $0.54
Conversion (Operating & Cylinder Management) $2.49 $4.35
Transportation & Disposal $0.65 $0.65
Decontamination & Decommissioning $0.22 .$0.22
TOTAL $3.88 $5.76

The Departmnent's cost estimate assumes that the DUF6, would be converted and
dispositioned consistent with the terms and conditions of the Department'.s current
contract for the construction and initial operations of the conversion facilities at
the Portsmouth and Paducah Gaseous Diffusion Plants. The Departme.n's cost
estimate takes into account the convers:ion and disposal of AREVA's projected
inventory as. well as the Department's current inventory of DUE6. If the
Department were to convert and dispose additional inventories Of DUF 6, then the
Department anticipates that the estimated iunit cost (set forth above) would likely
decrease.

The Department's cost estimate.is along-term forecast that .is subject Ito
considerable uncertainties and change as the Department receives actual cost and
performaince data from the conversion process.

If you have any further questions, please contact Mr. Frank Marcinowski, Deputy
Assistant Secretary for Regulatory Compliance, at (202) 586&0370.

Sincerely,

In~s R. Triay
Principal Deputy Assistant Secretary

for Environmental Managemenit

Enclosure



Analysis of the Department of Energy's Cost to Disposition
AREVA NC Incorporated Depleted Uranium Hexafluoride

BACKGROUND
In 2002, the Department, of Energy (DOE) awarded a contract to Uranium Disposition Services,
LLC (UDS) to design and construct facilities, and perform initial. operations to convert Depleted
Uranium Hexafluoride (DUF6) into a more stable chemical form for beneficial reuse or disposal.
UDS is in the process of completing construction of the conversion facilities at Portsmouth,
Ohio, and Paducah, Kentucky (Portsmouth and.Paducah. respectively), One of the Project's
primary goals is to safely convert the Department's entire inventory within 25 years. By
processing DUE 6 at the contract target production rate of 31,500K kg per year, UDS would
eliminate Paducah's inventory in approximately 23.4 years, and Portsmouth's in about 18.2.
Once the facilities are complete and the Authorization Authority has granted approval to begin
.conversion operations, UDS will begin to process DOE's inventory of DUF6 generated as a
result of previous enrichment operations and currently stored on-site..

DOE is aware that several different companies plan to seek authorization from the U.S. Nuclear
Regulatory Commission (NRC) to build and operate uranium enrichment facilities in the United
States. As a condition of applying for a license to operate the proposed enrichment facilities,, the
NRC requires the applicant to provide a Decommissioning Funding Plan (DFP) which must
,include an estimate, of the cost of dispositioning DUF 6 generated as a byproduct of enrichment
operations.

Per 42 USC 2297h-1 1,:DOE is authorized to accept, upon request by an NRC-licensed generator,
the resulting DUF6 for disposal, In addition, by law, a company must "reimburse the Secretary
for .the disposal of the depleted uranium... in an amount equal to the Secretary's costs, including a
pro rata share of any capital costs." Therefore, DOE must determine the appropriate price to
charge -for its acceptance of the DUF6.

As a result :of requests from several companies for disposal cost information, DOE has analyzed
costs associated with accepting and processing additional, material for disposition, and developed
a cost per kilogram (kg) to compensate DOE for providing this service.

COST ANALYSIS CONDITIONS AND ASSUMPTIONS
It is assumed that DOE will continue to process existing and any .new DUF6 through its contract
with UDS or its successor. it is also assumed that DOE will process the additional DUF 6 at the
Portsmouth or Paducah sites. The Portsmouth and Paducah conversion facilities will be
decontaminated and decommissioned (D&D) at the end of processing DOE's backlog and
company provided DUF6.

Elements comprising this cost estimate include:
* Capital costs associated with building the conversion facilities;-
* Cylinder management and conversion operations;
. Plant Management and Administration;

* Management reserve;
* Fee earned by the contractor performing the conversion and disposal activities;

I



" DOE contingency;
" DOEsdirect support (integrated project team);
" Packaging (current cylinders used for storage);
* Transportation;

I Disposal; and,
• Decontamination and decommissioning

SUMMARY FOR AREVA NC (AREVA)
It is assumed that DOE will start to accept additional DUE 6 from AREVA in 2014 at a rate of
7,800 metric tons annually until 2042. This analysis calculated processing an additional .222,000
metric tons of DUF 6 provided by AREVA. Seethe Appendix for further assumptions regarding
this analysis.

This analysis utilizes the UDS provided November 2007 Draft Operations Baseline and contract
DE-AC05-02OR22717 for calculating a cost range ($/kg min - $/kg max) for processing DUF6
material. in January 2008, UDS informed DOE that their construction baseline cost of $429.6M
will not be met.: UDS did not provide the exact amount of the deviation, but did provide a range
of the increase ($56M-$76M). This increase has been incorporated into the capital cost
calculation provided below. It is assumed that Operations costs and DOE Directs costs remain
constant whether the minimum or maximum numbers of kilograms are produced annually. The
resulting cost range is $3.82/kg - $5.68/kg. The resulting rates are in FY07 dollars; therefore,
this rate should be appropriately escalated to the year in which additional DUF6 is received.

This estimated price reflects the following Costs: design and construction (capital costs); DUF6
conversion (Operating .& Cylinder Management); transportation of conversion products to a
disposal. site (NTS or EnergySolutions); disposal of the conversion products as Low Level
Radioactive Waste.; and decontamination and decommissioning (D&D) of the conversion
facility.

Cost Element Analysis:

Capital Cost
Capital costs are costs associated with the design, construction and pre-operational aspects of
preparing the conversion facilities for operation.

Table 1 provides a breakdown of cost elements included in defining the capital investment.
These elements reflect both Portsmouth and Paducah costs. Utilizing .2both facilities costs allows
for access to both processing facilities. The capital cost component is:presented as a range
(minimum - maximum) based on the projected :cost increase provided by UDS in January 2008.
The capital cost component is amortized over the entire volume of DOE and AREVA material
(922K metric tons).

2



Table 1. Capital :Costs for DOE's DUF6 Conversion Project

Cost Category Minimum Cost ($M) Maximum Cost ($M)
Design ... ...... $41 $41
Construction .$324 $324
Fee $5 $5
DOE Contingency $12 $12
DOE Directs (Integrated Project Team) $28 $28
Pre-Ops OPC $5 ...$5 ... ....
Pre-Ops fee $1 $1
Pre-Ops DOE Directs $13.6 $13.6
Estimated Cost increase (1/2008) -$56 $76
Total $485.6 $505.6

Capital cost amortized over the life of conversion operations (DOE & AREVA material) -
$485.6M - 922K metric tons (700K metric tons DOE inyentory + 222K metric tons AREVA
inventory) = $.53/kg.
Capital cost amortized over the life of conversion operations (DOE & AREVA material) -

$505.6M + 922K metric tons (700K metric tons DOE inventory + 222K metric tons AREVA
inventory) = $.55/kg

Operations Cost
DOE will extend the Operating period at the Portsmouth and Paducah plants to process DOE
backlog and additional DUF 6 accepted material. DOE estimates the plants will operate for -33.
years starting in 2009 with the existing and additional DUF 6 treated concurrently., It is assumed
that D&D :occurs in 2042.

Table 2 summarizes estimated annual operations costs. This analysis is based on costs provided
,by UDS in their November 2007 Operations Baseline update. This draft Ops Baseline captures
the first phase (Initial Operations) of the:Project. For the purposes of this cost analysis, it will be
assumed that both Portsmouth and Paducah will operate for 33 months. It is assumed that the
same amount of Production costs, PM&I, Management Reserve and DOE Direct support will be
required whether producing the minimum or maximum number of kgs. While the first six
months of initial operations are considered, ramp-up months (operating at a reduced 50%
operating capacity), the minimum and maximum numbers of kilograms used to calculate cost per
kg were derived from Table 4. Number of Kilograms Processed - Incentive Table in the current
contract, Mod A002. Minimum and maximum numbers of kgs were utilized to help provide a
cost range.

3



Table 2. Operations Costs

Cost ($M) Cost ($M)
Cost Category (Min Ops Cost/kg).. (Max Ops Cost/kg)

Portsmouth.& Paducah Operations $168.44 i$168.44
PM&I $18.39 $18.39
Management Reserve $17.2 $17.2
Fee $22.64 $11.52
DOE Contingency $0 $30.36
DOE Directs (Integrated Project Team) $3.85 $3.85
Total $230.52 $249.76
Number of kgs produced in contract 57,420,000 92,614,870
period

Minimum Operations cost per kg - $230.52M + 92.6IM kg = $2.49/kg.
Maximum Operations cost per kg - $252.52M + 57.420M kg = $4.35/kg.

1. Ops and Cylinder Management costs are taken from page 3, Table 1-1 of UDS's November 2007
Ops Baseline submittal. Ports & Pad Ops cost - $240.36M - $18.39M '(PM&I) = $221.97M -
$53.53M (Transportation and Disposal costs) $168.44M.

2. PM&I cost is taken from page 3, Table 1-1 of UDS's November 2007 Ops Baseline submittal-
$i8.39M.

3. Management Reserve costs are taken fromqpage 3, Table -1- of JDS'.s November 2007 Ops
Baseline submittal = $11.2M.

4. Max Fee is a percentage of contract's original 60 months operations:period maximum fee
available - $41.165M - 60 months (original contract ops period) = $686.08K/month x 33 months
operations $22.64M.

5. Minimum Fee is a percentage of contract's original 60 months operations period minimum fee

available - $20.944 + 60 months (original contract ops period) - $349.07/month x '33 months
.operations = $11.52M

6. DOE Contingency is factored at $0 :Contingency expended in the Minimum Ops 'Cost calculation,
and a percentage of contract's original 60 months operations period maxinmum Contingency
available $55.2M ÷60 months (original ops period) =-.92M/mo x 33 months, operations =
$30.36M.

Phase I of the contract with UDS defines minimum and maximum annual throughput of
22,000,000kg and 35,300,000kg, respectively. Based on minimum throughput, the minimum
amount ofmaterial that could be processed by the end of LDS's current contract is 57,420Kkg.
(104,400,000kg (min.# of kgs processed in Table 4. Number of Kilograms Processed - Incentive
Table) . 60 months operations = 1,740,000kg/month x 33 months available operations
57,420,000kg to be processed during the remaining contract period.)
Based on maximum throughput, the maximum amount of material that could be processed by the
end of UDS's current contract is 92,615Kkg. (168,390,667kg (max # of. kgs processed.in Table
4. Number, of Kilograms Processed - Incentive .Table)+ 60 months operations =

2,806,511kg/month x 33 months available operations = 92,614,867kg to be processed during the
remaining contract period.)

4



Transportation and Disposal Costs
Transportation and disposal costs are based on the updated November 2007 Operationrs Baseline
submittal, the transportation and disposal costs are defiried in Table 3.

Component costs for transportation are comprised of two project control accounts; Waste
Management & Transportation, and Waste Transportation. Component costs for disposal are
.comprised of two control accounts; Waste Sampling, and Waste Disposal. The November
submittal provides cost estimates for transportation and disposal based on target throughput.
However, this cost estimate uses maximum throughput in an effort to bound the.Department's
liability.

Transportation and Disposal costs per kg remain constant'even though the total cost increases
significantly ($60.25M vice $37.35M) when processing the maximum number of kgs allowed in
the contract,

Table 3. Transportation and Disposal Costs

CsCtor:Cost ($M) Cost ($M)
C t(Min Ops Cost/kg) (Max Ops Cost/kg)

Transportation .$45.57 $28.25
Disposal $14.68 $9.1
Total $60.25 $37.35

Minimum Ops Cost/kg for Transportation and Disposal - $60.25M -92.6151Kkg = $.65/kg.
Maximum Ops Cost/kg for Transportation and Disposal - $37.35 + 57.42Kkg = $.65/kg

1. The UDS Operations Baseline cost estimate defined transportation costs at target production levels
(31i,500K:kg/yr o.r 82,290K kg during the initial operations period) as $40.48M and disposal costs as
$13.04M. However, to provide a range, the minimum and maximum amounts allowed in the contract to be
produced by UDS are :used (minimum - 31,500K kg/yr or 57,420K kg during the.initial operations period;
maximum - 35,300K kg/yr or 92.615M kg during the initial operations period). If UDS, or subsequent
contractor, generates maximum throughput per year, the project would incur additional transportation and
disposal costs. (Transportation - $40.487M + ý82L29M kg .(target production rate) = $.492/kg x 57.42M kg
processed min = $28.25M; Disposal - $13.04 82.29M kg processed target = $.1584/kg x 57;42M kg
processed min = $9.1M). (Transportation - $40.487M + 82.29M kg (target production rate) = $A49/kg x
92.615M kg processed max = $45.57M; Disposal - $13.04 + 82.29M kg processed target = $.15.84/kg ýx
92.615M kg processed max = $14.68M).

Decontamination and Decommissioning (D&D)
D&D activities will take place following completion of conversion operations (estimated to be in
2042). D&D of the DUF6 facilities is estimated to cost $200M.

CCost ($M) Cost ($M)
(Min Ops Cost/kg) (Max Ops Cost/kg)

D&D $200M .$200M
Total $200M ... .... :$200M

Minimum D&D Cost/kg for Transportation and Disposal - $200M + 984Mkg - $.20/kg.
Maximum D&D Cost/kg for Transportation and Disposal - $200M + 984Mkg = $.20/kg
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TOTAL COST
For purposes of this cost estimate, it will cost AREVA between $3.82/kg and $5.68 per kg
(FY07 dollars) for DOE to process this additional DUE6. The costs are summarized in Table 4.
The Department's cost estimate assumes that the DUF6 will be converted and disposed of
:consistent with the terms and conditions of the Department's current contract for construction
and operation of the conversion facilities.

Table 4. Cost to DOE of Processing Additional DUF6

CONTRACT PERIOD MIN COST/kg; Including AREVA Material

Principal Components Ratio ($ in M) Cost/kg incl. AREVA DUF6

Capital - Design $41.00 $0.04

Capital - Construction $324.00 ..... -$0.35

Desighi and Construction Fee $5.00 $0.01

DOE Contingency' $12.00. $0.01

DOE Directs - Design & Construction $28.00 $0.03

Pre-Ops OPO $5.00 $0.01

Pre-Ops Fee $1.00 $0.01

Pre-Ops DOE: Directs $13.60 $0.01

Estimated Cost Increase $56 $0.06

Capital Subtotal :$485.60 $0.53

Ops/Cylinder Management (inc. Reserve) .$204.03 $2.20

Fee $22.64 $0.24

DOEContingency..... . $0.00 $0.00

DOE Directs $3.85 $0.04

Ops/Cylinder Management
Subtotal $230.52 $2.49

Transportation $45.57 $0.49

Disposal $14.68 $0.16

Transportation & Disposal Subtotal $60.25 !:$0.65

D&D $200.00 $0.22

D&D Subtotal $200.00 $0.22

TOTAL $920.37 $3.89
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CONTRACT PERIOD MAX COST/kq; Including AREVA Material

Principal Components Ratio ($ in M) Cost/kg incl. AREVA DUF6

Capital - Design $41.00 $0.04.

Capital - Construction $324.00 $0.35

Design and Construction Fee $5.00 $0.01

DOE Contingency $12.00 $0.01

DOE Directs - Design.& Construction $28.00 $0.03

Pre-Ops OPC $5.00 $0.01

Pre-Ops .Fee $1.00 $0.01..............
Pre-Ops .DOE Directs $13.60 $0.01
Estimated Cost Increase ... $76 $0.08

Capital Subtotal $505.60 $0.55

Ops/Cylinder Management (inc. Reserve) ....... $204.03 $3.55

Fee $11.52 $0.20
DOE Contingency $30.36 $0.53

DOE Directs $3.85 :$0.07

Ops/Cylinder Management

Subtotal $249.76 $4.35

Transportation $28.25 $0.49

Disposal $9.10 $0.16

Transportation & Disposal Subtotal $37.35 :$0.65

D&D $200.00 I$0.22
D&D Subtotal $200.00 $0.22

TOTAL $916.71 $5.771

Note: Totals may not equal the sum of individual numbers dueto rounding.
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Assumptions for Analysis

* DOE accepts 7,800 metric tons of DUF6 (equivalent to ~ 5,300 metric tons of uranium)
annually for 28.,2. years starting in 2010 (222,000 metric tons total).

* DOE processes the additional DUF6 under its current contract with UDS, or a successor
firm, .under current terms and conditions.

" Assumes processing efficiencies are attainable to enable UDS, or a successor firm, to
complete processing additional AREVA DUE6 by 2042.

" The contract with UDS, or a successor firm, will reqiuire modification to allow for
increased maximum conversion throughput necessary to process AREVA DUF6 by 2042.

" The cost estimate does not include the cost to transport the DUEJ6 to the processing site(s)
(Paducah or Portsmouth). This transportation cost will be the responsibility of the
enrichment company requesting conversion.

" Capital costs are amortized over both the DOE inventory and the enrichment company's
inventory combined (-700,000 metric tons + 222,000 metric tons = 922,000 metric tons
total).

* Equipment replacement costs are not included in this estimate (conversion unit
replacement costs are estimated at -$300K/unit).

* There are two conversion units per line of operations.
* Converted depleted uranium oxide is classified as class A waste and qualifies for disposal

at either.NTS or EnergySolutions without any additional processing.
* Escalation for out-year pricing is nottincluded.

' Transportation method is rail to a transload-facility then trucked to NTS for disposal.
o Assumes AREVA providesUDS, or a successor firm, DOT compliant cylinders for use

as packaging converted oxide for transportation to disposal facility.
e Disposal at NTS. Alternate transportation and disposal at EnergySolutions would result

in higher disposal cost, but lower transportation cost. For estimation purposes, the cost
difference would have minimal impact on the cost perkg estimate. No decision has been
made asto disposal at either NTS or Energy Solutions

, Costs are shown in FY07 dollars unless otherwise specified.
" iCost includes contractor management reserve and min/max fee range.
" The existing DOE inventory of DUE 6 and the additional AREVA DUF6 are processed

concurrently.
* Decontamination and decommissioning cost of the conversion facilities is $200M.
. D&D occurs following completion of processing additional DUF6 (2042).
" Paducah operates four conversion lines and Portsmouth operates three conversion lines.
* Minimum am6unt of DUF 6 to be processed per Table 4. Number of KilOgranms Processed

- Incentive Table in the current contract with UDS is 8,640,625 + 20,571,875 +
22,000,000 + 22,000,000 + 22.000,000 + 9,187,500 = 104,400,000kg.

" Maximum amount of:DUF6 to be processed per Table 4. Number of KilOgrams Processed
- Incentive Table in the current contract with UDS is 14,826,317 + 32,956,017 +
35,300,000 + 3.5,300,000 0 35,300,000 + 14,708,333 = 168,390,667kg.

" Assumes labor rate/needs are constant from processing DOE to AREVA inventory.
* Assumes use of all Management Reserve.
" Assumes UDS operates until August 201.
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AREVA

December 22, 2008

EREF-08-006

In~s R. Triay, Ph.D.
Principal Deputy Assistant Secretary
for Environmental Management
Forrestal Building
United States Department of Energy
1000 Independence Avenue, SW
Washington, DC 20585-1615

AREVA Enrichment Services LLC

Eagle Rock Enrichment Facility

Subject: Confirmation of Cost Estimate

Reference: 1) Letter from Sam Shakir (AREVA) to Jim Rispoli (DOE), dated January 11, 2008
2) Letter from In6s R. Triay, Ph.D. (DOE) to Sam Shakir (AREVA), dated March 17,

2008

Dear Dr. Triay:

In response to AREVA's request (Ref. 1), your letter of March 17, 2008 (Ref. 2) provided the U.S.
Department of Energy's (DOE's) cost estimate for converting and disposing of the depleted uranium
hexafluoride (DUF6) that will be generated at AREVA's proposed Eagle Rock Enrichment Facility
(EREF), planned to be constructed in Bonneville County, Idaho, approximately 20 miles west of the city
of Idaho Falls. This estimate was based in part on parameters provided by AREVA to the DOE. In our
January 11, 2008 letter, AREVA specified that the EREF would generate approximately 7,800 metric tons
of DUF 6 per year at full production, and that the EREF would begin generating DUF 6 in 2014.
Conservatively, the EREF was then assumed to operate for 30 years.

AREVA Enrichment Services (AES) LLC, the wholly owned subsidiary of AREVA that will license and
operate the EREF, has subsequently determined that the EREF will generate approximately 7,630 metric
tons of DUF 6 per year at full production, instead of 7,800 metric tons per year. Also, in reviewing the
enclosure to your March 17, 2008 letter, AREVA noted that one of the assumptions in that enclosure is
that DOE would accept DUF 6 from the EREF annually for 28.2 years, starting in 2010, instead of 30 years,
beginning in 2014.

AREVA NC INC.

One Bethesda Center, 4800 Hampden Lane, Suite 1100. Bethesda, MD 20814
Tel., 301 841 1600 - Fax: 301 841 1610 - www.areva.com



Eagle Rock Enrichment Facility
EREF-08-006
December 22, 2008
Page 2

AREVA has discussed these differences with the appropriate DOE experts to determine if they result in
changes to the cost estimate specified in the March 17, 2008 DOE letter. The DOE experts have
confirmed that while the total amount of DUF6 generated will be a small amount less than the figure used
in the cost analysis and the DUF 6 generation period will be somewhat longer than the DOE assumed,
there is sufficient margin in the analysis such that the identified differences do not change the March 17,
2008 DOE cost estimate for converting and disposing of the DUF6 generated at the proposed EREF.
Accordingly, this letter documents the confirmation of the cost estimate provided in DOE's March 17,
2008 letter.

If you have any questions or need additional information, please contact me at 301-841-1701

Respectfully,

R.M. Krich
Director, Licensing

CC Ross Bradley DOE
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l AMERICAN John HoffmanAMERIA Director, Underwriting

A] r INUCLEAR
T J INSURERS

December 22, 2008

Ms. Laurie S. Harris
Manager, Risk and Treasury Services
AREVA Enterprises, Inc.
3315 Old Forest Road
Lynchburg, VA 24501

Re: Eagle Rock Enrichment Facility

Dear Laurie,

American Nuclear Insurers (ANI) expects to write nuclear liability insurance for the Eagle Rock
Enrichment Facility, which AREVA is planning to build near the Idaho National Laboratory in
Idaho. Once the facility is constructed and set to begin testing and operation, ANI expects to
make available our maximum policy limit, now $300 million. That limit of course is subject to
our satisfaction with the facility's technology and construction. The limit also is subject to
market conditions and insurance availability, which can vary over time.

Please feel free to contact me with any questions or comments. We look forward to working
with AREVA as construction proceeds.

Regards,

JohHoffman
Director, Underwriting

c: Messrs. Krich and Pickerl

American Nuclear Insurers N 95 Glastonbury Blvd., Suite 300 E Glastonbury, CT 06033-4453

JHoffman@NuclearIlnsurance.com 0 Voice: (860) 682-1332 NFax: (860) 659-00D2


