
S/t. USEC
A Global Energy Company

May 18, 2010
GDP 10-0023

Ms. Tilda Liu
Sr. Project Manager
Advanced Fuel Cycle, Enrichment, and Uranium Conversion Branch
Special Projects and Technical Support Directorate
Division of Fuel Cycle Safety and Safeguards
Office of Nuclear Material Safety and Safeguards
Attention: Document Control Desk
U.S. Nuclear Regulatory Commission
Washington, D.C. 20555-0001

Paducah Gaseous Diffusion Plant (PGDP)
Portsmouth Gaseous Diffusion Plant (PORTS)
Docket No. 70-7001 and 70-7002
Certificate No. GDP-1 and GDP-2
Request for Additional Information Regarding Revisions to the Decommissioning
Funding Program Description and Depleted Uranium Management Plan and Financial
Assurance for Calendar Year 2010, Paducah Gaseous Diffusion Plant and Portsmouth
Gaseous Diffusion Plant (TAC Nos. L32747 and L32743)

Dear Ms. Liu:

This letter responds to your subject request.

NRC Question

RAI 1 The United States Enrichment Corporation (USEC or certificate holder) is requested
to clarify Section 3.3 to both the December 30, 2009 (Agency Documents Access and
Management System [ADAMS] Accession No. ML100760597), and the April 6,
2010 (ADAMS Accession No. ML101 180070), submittals by including the sources
for labor costs, explaining whether labor costs in 1998 dollars have been updated, and
updating them if necessary. (NUREG-1757, Volume 3, Appendix A, Section A-3)

Both submissions specify in Section 3.3 that labor costs were estimated based on the
costs provided in NUREG/CR-6477, "Revised Analyses of Decommissioning
Reference Non- Fuel-Cycle Facilities," dated July 1998. No details were provided
regarding the types of labor (e.g., supervisor, laborer, health physicist, skilled laborer)
for which costs were obtained, and no citation to the source in NUREG/CR-6477 was
included in the submittals. Furthermore, NUREG/CR-6477 provides costs that are
"expressed in early 1998 dollars and include a 25 percent contingency." (Page 2.8)
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Because the costs in NUREG/CR-6477 are more than ten years old, the certificate
holder is requested to explain whether the labor costs were escalated to current
dollars. If 1998 labor costs are used, escalate the labor costs to costs expressed in
current dollars and provide a detailed basis for the escalation factor utilized.

USEC Response

Section 3.3 of the Decommissioning Funding Program Description provides the
methodology used to determine labor costs. Specifically, Table A. 1 from Appendix
A of NUREG/CR-6477 was used in the calculation of labor costs. Table A. 1
provides labor rates and overheads for decommissioning. Appendix A notes that a
contingency of 25% has been added to all estimated costs. This is separate from the
25% contingency that USEC has additionally included into the total projected
decommissioning liability. Appendix A of NUREG/CR-6477 was previously
provided to USEC by NRC as an acceptable input for labor cost calculations, and
USEC's application of it was initially approved by NRC in 2001. This approach to
accounting for labor in the DFP has subsequently remained unchanged for the annual
updates of decommissioning funding required by a condition of the PGDP and
PORTS Certificates of Compliance. USEC's DFP specifies that to account for labor
costs associated with disposal of USEC generated waste, USEC has included
provisions for two crews (one for each facility) comprised of 1 supervisor, 3 laborers,
1 health physics technician and 1 engineer for 6 months with the health physics
technician and engineer available for half this duration. The Supervisor, H. P. Tech,
and Laborer categories from Table A. 1 were used~to determine labor costs.

The labor costs obtained from Table A. 1 of Appendix A of NUREG/CR-6477 have
not been escalated since the inclusion of labor costs in USEC's DFP in 2001.

.iBecause of USEC's very limited facility decommissioning liability at the gaseous
diffusion plants, labor costs are less than 0.3 percent of the total decommissioning
funding. Unlike typical decommissioning programs, USEC's decommissioning
liability related to labor costs comprises an insignificant part of the total
decommissioning liability.

USEC acknowledges that to achieve calculational veracity, the labor rates from Table
A.1 would have to be escalated to current dollars. The revised labor cost would most
certainly continue to be an insignificant contributor to the total projected
decommissioning liability. Since the financial instruments for 2010 have already
been issued, any changes to the dollar amounts of these instruments at this point
would be an administrative burden without significant value. Also, such a change at
this time would require USEC to implement an extensive 'plant change process to
revise the DFP portion of the Application documents, also a significant administrative
burden. USEC, however, by this response, will commit to escalating the labor rates
used from Table A. 1 of Appendix A of NUREG/CR-6477 to current dollars during
the next annual revision of the DFP, not later than December 31, 2010.
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NRC Question

RAI 2 The certificate holder is requested to clarify the Payment Surety Bond from
Westchester Fire Insurance Company in the December 30, 2009, submission by:

listing only the correct U.S. Nuclear Regulatory Commission (NRC)
certificate of compliance number for the Paducah Gaseous Diffusion Plant
(PGDP), and
including a provision that no decrease in the penal sum may take place
without the written permission of the NRC. (NUREG-1757, Volume 3,
Appendix A, Pages A-93 to A-95)

The Payment Surety Bond from Westchester Fire Insurance Company states that it
covers the PGDP-but lists NRC certificate of compliance numbers "GDP-1 and
GDP-2." To avoid confusion regarding which facility is being covered by the bond,
clarify by removing the certificate of compliance number for the Portsmouth Gaseous
Diffusion Plant (PORTS), GDP-2, from the bond, if appropriate.

The staff noted that the Payment Surety Bond submitted by Westchester Fire
Insurance Company generally follows the model language for surety bonds found in
NUREG-1757, Volume 3, Appendix A, Pages A-93 to A-95. However, the staff also
noted that the submitted bond does not contain the clause from NUREG-1757 which
states the following: "The Principal and Surety hereby agree to adjust the penal sum
of the bond yearly so that it guarantees a new amount provided that the penal sum
does not increase by more than 20 percent in any one year and no decrease in the
penal sum takes place without the written permission of NRC" (emphasis added). The
certificate holder is requested to justify the reasons as to why a statement such as
"The Principal and Surety hereby agree that no decrease in the penal sum takes place
without the written permission of NRC" is not being included.

Also, upon reviewing the Payment Surety Bond language for SAFECO Insurance
Company of America, Westchester Fire Insurance Company (effective date
12/19/2006) and National Union Fire Insurance Company, the staff identified a
similar omission. The certificate holder is requested to justify its reasons for the
omission for the aforementioned-and any additional surety bonds. Additionally, for
the National Union Fire Insurance Company surety bond, (1) justify the bond number
indicated on the surety rider dated December 16, 2005, and (2) the date of the
originally executed surety bond as listed on the surety rider dated December 19, 2001.
Furthermore, for all surety bonds, justify the name of the financial institution that,
with the certificate holder, established the standby trust fund. Lastly, ensure that all
surety bonds are free of typographical errors.

USEC Response

The Payment Surety Bond from Westchester Fire Insurance Company in the
December 30, 2009 submission is being amended to show that the bond applies to
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both the Paducah, KY GDP and the Portsmouth, OH GDP and to add wording that no
decrease in the penal sum may take place without the written permission of the NRC.
Although such wording has not previously been included on the surety bonds, it
should be noted that it is a legal requirement to obtain NRC's written
acknowledgement of any decrease in a surety bond, and in fact, USEC requested such
acknowledgement by NRC in the most recent DFP revision currently under NRC
review.

USEC's surety bond providers have limited capacity and Treasury Listings and will
not commit to future increases in bond amounts, and, therefore, will not agree to
include the wording "The Principal and Surety hereby agree to adjust the penal sum
of the bond yearly so that it guarantees a new amount provided that the penal sum
does not increase by more than 20 percent in any one year" on their bonds.
Additionally, the PGDP and PORTS Certificates of Compliance contain a condition
that requires an annual review of the decommissioning cost estimates and associated
funding levels and an adjustment of the estimates and funding levels as necessary. If
USEC determines that the existing financial instruments do not adequately cover the
adjusted decommissioning cost estimate, USEC must submit financial instruments to
cover the new cost estimates by December 3 1 st of each calendar year. These
requirements placed upon USEC are more conservative than the language cited from
NUREG-1757 in that there is no 20 percent limit on the penal sum increase, but rather
USEC must provide the necessary funding levels, utilizing the financial instruments
allowed by Part 76, for the actual cost estimates. The generic language from
NUREG-1757, therefore, does not accurately reflect the specific requirements placed
on PGDP and PORTS by NRC through Certificate conditions.

The remaining Payment Surety Bonds from Westchester Fire Insurance Company,
SAFECO Insurance Company of America, Argonaut Insurance Company and
National Union Fire Insurance Company of Pittsburgh, PA are also being amended to
add wording that no decrease in the penal sum may take place without the written
permission of the NRC.

The National Union Fire Insurance Company of Pittsburgh, PA bond is being
amended to reflect the correct bond number indicated on the surety rider dated
December 16, 2005 and the correct date of the original bond referenced in the surety
rider dated December 19, 2001.

The originals of the above amended bonds will be hand delivered to the NRC upon
receipt by USEC.

The name of the financial institution that with the certificate holder established the

standby trust is U.S. Bank, N.A.

NRC Question

RAI 3 Schedule B to the Standby Trust Agreement in both the December 30, 2009, and the



Ms. Tilda Liu
May 18, 2010
GDP 10-0023, Page 5

April 6, 2010, submittals provides the names of the financial institutions supplying
financial assurance; but does not provide any other information. The certificate
holder is requested to clarify the information contained in Schedule B by including
the amount of financial assurance being provided by each institution and by
specifying whether the financial assurance being supplied by each is intended to
cover decommissioning of PGDP, PORTS, or both facilities.

In addition, the staff noted that Schedule B in both the December 30, 2009, and the
April 6, 2010, submissions lists Rockwood Casualty Insurance Company as one of
the providers of a surety bond; and neither lists Argonaut Insurance Company.
Clarify Schedule B by listing the correct names of the institutions providing financial
assurance.

USEC Response

The complete details of institutions providing financial assurance in the amount of
$262,800,000 including both PGDP and PORTS~effective January 1, 2010 are as
follows:

Westchester Fire Insurance Company Bond Number K08246129; $30,800,000
Westchester Fire Insurance Company Bond Number K07228740; $63,300,000
SAFECO Insurance Company of America Bond Number 6516945;
$58,867,631
Argonaut Insurance Company Bond Number SUR0000037; $15,000,000
National Union Fire Insurance Company of Pittsburgh, PA Bond Number
ESD 7310340; $67,330,000
JPMorgan Chase Letter of Credit Number TTTS-2223377; $27,502,369

NRC Question

RAI 4 NUREG-1757, Volume 3, Appendix A, Section A-3, recommends that licensees
provide an explanation in their decommissioning funding plan of how they will
amend the cost estimate and financial assurance as necessary to address changes in
facility conditions or operations and changes in expected decommissioning
procedures. Article 9.03 of the Cooperative Agreement states the following:

In the event the total costs incurred for the project are less than the
$90,000,000, the total amount of DUF6 transferred to Department of Energy
(DOE) will be adjusted on a pro rata basis to equal DOE's share of the total
project costs to the nearest full cylinder. Within thirty (30) days of the
delivery of the final report of the total cost of the project, DOE shall notify
USEC of the need to return title to Transferred Material and identify the
cylinders to be returned .... USEC will notify DOE of any objection to the
return of the cylinders identified within ten (10) days of receiving DOE's
notice. DOE shall transfer and USEC shall accept title to such material on the
latter of (i) the eleventh day after USEC's receipt of DOE's notice if no
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objection is delivered to DOE; (ii) the date DOE and USEC agree to the
transfer; (iii) the date any dispute is resolved under Article 21 [claims,
disputes, and appeals].

The certificate holder is requested to justify how it would provide financial assurance
in a timely manner for decommissioning and disposition of any materials that might
be returned under Article 9.03 of the Cooperative Agreement.

USEC Response

At the conclusion of the Cooperative Agreement, USEC will provide to DOE its final
reporting on the costs incurred. In the event the costs are less than the $90 million
allocated (DOE's share is $45 million) for the program, the amount of depleted
uranium transferred (Transferred Material) would be adjusted accordingly and a pro
rata quantity would be transferred from DOE to USEC. Any return of Transferred
Material would be expected to occur in 2011. Since USEC updates its DFP estimates
for disposition liability annually in advance of producing depleted uranium, USEC
would include any returned depleted uranium in its annual update for 2011 prior to
the return of the Transferred Material.

The Cooperative Agreement Scope of Work is scheduled to be completed by
December 31, 2010 with the $45 million in funding made available through the
reduction in decommissioning financial assurance expected to be fully utilized by that
time. As of March 31, 2010, $9.7 million or 97% of planned spending (DOE's 50%
share) for the first three months had occurred and all of the tasks under the program
were on track. The tasks under the scope are well-planned, ongoing activities with a
high likelihood of achieving the expenditures before December 31. In the event that
the timing of activities and expenditures under the program are delayed and funding
remains at 12/31/2010, USEC may request and DOE may approve a scope change to
utilize available funds into early 2011. If a scope change is approved by DOE, any
remaining funds would be expended in 2011 and no materials (depleted uranium)
would be returned to USEC in 2011.

In the event that the program concludes before all of the funding is utilized, either as
a result of DOE's refusal to approve a scope change for a carry-over of the program
into 2011 or a decision by USEC to stop investing the company's 50% share before
that time, DOE would transfer title for a pro-rata share of the Transferred Material
back to USEC and USEC would therefore be required to provide financial assurance
in accordance with the company's updated decommissioning funding plan. USEC
would have three sources of funds to meet the increased decommissioning obligation.
First, when the decommissioning financial assurance is initially released, USEC will
place those funds into a restricted bank account that will only be drawn upon once
USEC's matching expenditures are incurred. Should USEC not utilize all of the
funding through matching expenditures under the scope, the remaining funds in the
account would be available and appropriately be utilized to establish
decommissioning funding for the Transferred Material returned to USEC. Second,
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USEC's financial plan indicates that USEC has its 50% share of the matching funds
available to invest in the program. Should those funds not be spent, they would be
available to contribute to USEC's decommissioning financial assurance requirement.
Third, USEC maintains a rigorous financial planning regimen to assure continued
liquidity of the corporation. Any increase in-decommissioning financial assurance
anticipated from a return of Transferred Material would be factored into the
company's financial plan well in advance of the requirement to assure the obligation
could be met at the time of the revised plan.

NRC Question

RAI 5 Table I in the Depleted Uranium (DU) Management Plan of the April 6, 2010,
submission indicates the total "Estimated net cumulative USEC DU" as of Calendar
Year 2013, the expiration date of the Certificate of Compliances, as 39407 metric
tons uranium (U), consisting of 39047 metric tons U at PGDP and 360 metric tons U
at PORTS, respectively. These amounts cannot be easily related to the amounts used
to calculate the total cost per kilogram (kg) DU in Tables 1 and 2 of the Analysis of
Depleted Uranium Disposal Costs. The staff noted that the estimate for USEC
depleted uranium hexafluoride (DUF6) in Scenario 2 may be mislabeled since it refers
to "USEC-ACP [American Centrifuge Plant] DUF6" rather than PGDP or PORTS.

The certificate holder is requested to justify why the amount of DUF6 in Scenario 2,
which is labeled PORTS, is greater than the amount in Scenario 1 labeled PGDP. In
other parts of the submittals, the opposite is indicated (e.g., Table 1 of the DU
Management Plan and Page 7a of the Decommissioning Funding Program
Description). Because a substantially larger amount of DUF6 is at PGDP, explain
why it does not constitute a larger pro rata share of the investment cost of the Plant
which might, in turn, result in a higher cost per kg DU.

In addition, the certificate holder is requested to provide clarification and/or detailed
explanation, where appropriate, of the relationship between Tables 1 and 2 in the
Analysis of Depleted Uranium Disposal Costs to Table 1 in the Depleted Uranium
Management Plan, by including conversion to comparable units, specifying the
conversion factor used to convert amounts of DUF6 to amounts of DU, explaining the
calculation of DU disposal costs, and correcting the references to USEC-ACP in the
Analysis of Depleted Uranium Disposal Costs.

USEC Response

Revised Tables 1 and 2 for the Analysis of Depleted Uranium Disposal Costs are
enclosed (Enclosure 1) to clarify the location and source of current and projected
DUF6 quantities. In addition, the total projected quantity reflected in Table 1 was
adjusted in accordance witlh Table 1 of the DU Management Plan. These refinements
have no impact on the cost calculations.
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A summary of quantities is provided in the following table:

(quantities in MTUF6) Original Revised
Table 1 - Paducah
DOE 421,200 421,200
DOE from USEC - March 2010 19,693
USEC - Paducah GDP 80,343 57,762

Total 501,543 498,655

Table 2 - Portsmouth
DOE 245,700 245,700
USEC - ACP 214,400 214,400
USEC - Portsmouth GDP 533

Total 460,100 460,633

Note the small amount of USEC DUF6 currently at Portsmouth (533 MTUF6) has
been reclassified from Table 1 (Paducah) to Table 2 (Portsmouth). The quantity of
projected DUF6 for the American Centrifuge Plant (ACP) represents the other source
of USEC DUF6 projected for the Portsmouth facility.

The conversion factor from UF6 to U is 0.676. The revised quantities above agree to
Table 1 of the DU Management Plan (in MTU) as follows:

MTUF6 MTU
USEC - Paducah GDP 57,762 39,047
USEC - Portsmouth GDP 533 360

Total 58,295 39,407

If you have any questions regarding these responses, please contact me at (301) 564-3250.
Commitments contained in this submittal are provided in Enclosure 2.

Sincerely,

Steven A. Toelle
Director, Regulatory Affairs

Enclosures:

1. Tables 1 and 2 for the Analysis of Depleted Uranium Disposal Costs for the Gaseous
Diffusion Plants

2. List of Commitments
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Enclosure 1

Tables 1 and 2

For the Analysis of Depleted Uranium Disposal Costs

For the Gaseous Diffusion Plants



Scenario 1: Process at Paducah In "Base' Plant
Based on "An Analysis of DOEIs Cost to Dispose of DUF6 -Revson 1, LMI, July 2005

Investment costs
Plant construction ($000)
Less: Contingency (20%)
Plant construction, net of contingency
Life of the plant (years)
Plant start

DOE DUFS (MW)
DOE DUF6 from USEC -March 2010 (MT)
USEC-Paducah GDP DUF6 (MT)
Total
Annual Capacity
Years to Process

USEC pro rate share
USEC pro rata investment cost

Investment cost In equivalent annual value (c)
Investment equivalent annual cost per Kg DUF6

Annual operating costs
Plant operations
Less: Contingency (10%)
Plant operations, net of contingency

Plant recapitalization costs
Transportation to Paducah costs
Product disposal
Surveillance and maintenance costs

Decon & Decommissioning
Plant D&D cost ($000)
USEC pro rats share

USEC pro rata D&D cost

Equivalent uniform annual cost (c)
Equivalent annual cost per Kg DUF6

Federal administrative charge

Total per Kg DUFS

Total per Kg DU

2010 dollars
per Ka DUF6 per Kq DUF6

$ 151,700
$ (25,283)

$ 126,417
28

2010

421,200
19,S93
57,762

498,655
18,000

28

12%
$ 14,644

$ 834
$ 0.40 $ 0.46 (d)

$ 1.45
$ (0.13)
$ 1.32

$ 0.28
$
$ 0.37
$ 0.003

$

$
$
$
$

1.50 (e)

0.32 (e)

0.42 (e)
0.003 (a)

$

$

57,150
*12%

6,620

377
$ 0.18

6 0.08

S 2.63

$ 3.89

$ 0.21 (d)

$ 0.09

$ 3.00

$ 4.44

Assumptions:

(a) Plant remains In operation until the DOE and USEC DUF6 are processed.

(b) USEC DUF6 Is treated concurrently with other DUF6.

(c) Using LMI methodology, cost Includes a 3.5% annual charge applied to both current capital expenditures and future
D&D expenditures over the projected life of the plant.

(d) Cost escalated from 2004 dollars to 2010 dollars based on the following:
(i) the Implicit Price Deflator of the Gross Domestic Product --

IPD-GDP Annual increase
2004 96.770
2005 100.000 3.3%
2006 103.257 3.3%
2007 106.214 2.9%
2008 108.483 2.1%

(ii) CBO's August 2009 estimate of inflation as measured by a forecast of the GDP index
2009 1.8%
2010 1.1%

(e) DOEs projected operating costs in 2008 dollars were de-escalated to 2004 dollars by LMI using a DOE-suggested factor of 10.5%,
which equals the following annual rates issued by DOEIs Office of Engineering and Construction Management in January 2004:

Escalation Rate Assumptions for DOE Projects - Operations and Management
2005 - 2.7%

2006 - 2.6%
2007-2.4%
2008 - 2.4%

Compound Rate - 10.5%

Operating costs in 2004 dollars are escalated to 2008 dollars using these inflation factors, then after 2008 using the factors
described in note (d) above.



Scenario 2: Process at Portsmouth In "Base" Plant
Based on 'An Analysis of DOE's Cost to Dispose of DUF6 - Revision 1", LMI, July 2005

investment costs
Plant construction ($000)
Less: Contingency (20%)
Plant construction, net of contingency
Life of the plant (years)
Plant start
Start receiving non-DOE tans

DOE DUF6 (MT)
USEC-ACP DUF6 (MT)
USEC-Portsmouth GDP DUF6 (W)
Total

USEC pro rata share
US EC pro rata investment cost

Investment cost in equivalent annual value (c)
Investment equivalent annual cost per Kg DUF6

Annual operating coats
Plant operations
Less: Contingency (10%)
Plant operations, net of contingency

Plant recapitalization costs
Transportation to Portsmouth costs
Product disposal
Surveillance and maintenance costs

Decon & Decommissioning
Plant D&D cost ($000)
USEC pro rata share

USEC pro rata D&D cost

Equivalent uniform annual cost (c)
Equivalent annual cost per Kg DUF6

Federal administrative charge (3%)

Total per Kg DUF6

Total per Kg DU

2010 dollars
oar Kg DUF6 per Ku DUF6 (d)

$ 133,800
$ (22.300)
$ 111,500

38
2009
2011

245,700
214400

533
460,633

47%
$ 52,026

$ 2,496
0.44 $ 0.51 (d)

$ 1.76
$ (0.16~
$ 1.60

$ 0.33
$

$ 0.37
$ 0.003

$

$
$
$

1.82

0.38

0.42
0.003

(a)

(e)

(a)
(e)

$

$

47,600
47%

22,210

1,066

$ 0.19

$ 0.09

$ 3.02

$ 4.47

$ 0.22 (d)

$ 0.10

$ 3.45

$ 5.11

Assumptions:

(a) Plant remains in operation until the DOE and USEC DUF6 are processed.

(b) USEC DUF6 is treated concurrently with other DUF6.

(c) Using LMI methodology, cost includes a 3.5% annual charge applied to both current capital expenditures and future
D&D expenditures over the projected rife of the plant

(d) Cost escalated from 2004 dollars to 2010 dollars based on the following:
(I) the Implicit Price Deflator of the Gross Domestic Product --

IPD-GDP Annual increase
2004 96.770
2005 100.000 3.3%
2006 103,257 313%
2007 106.214 2.9%
2008 108.483 2.1%

(i) CBO's August 2009 estimate of inflation as measured by a forecast of the GDP index-.
2009 1.8%
2010 1.1%

(a) DOE's projected operating costs in 2008 dollars were de-escalated to 2004 dollars by LMI using a DOE-suggested factor of 10.5%,
which equals the following annual rates Issued by DOE's Office of Engineering and Construction Management in January 2004:

Escalation Rate Assumptions for DOE Projects - Operations and Management
2005 - 2.71/0
2006 - 2.6%
2007 - 24%
2008 - 2.4%

Compound Rate - 10.5%

Operating costs in 2004 dollars are escalated to 2008 dotars using these inflation factors, then after 2008 using the factors
described In note (d) above.
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Enclosure 2

List of Commitments

GDP 10-0023

USEC will escalate the labor rates used from Table A.I of Appendix A of NUREG/CR-6477 to
current dollars during the next annual revision of the DFP, not later than December 31, 2010.

j


