
Enclosure 1 

EVALUATION OF EXEMPTION REQUEST COVERING INCREMENTAL 
DECOMMISSIONING FINANCIAL ASSURANCE FUNDING AND DECOMMISSIONING 

FINANCIAL ASSURANCE 

 
 
 
1.0       Licensee Request 
 
By letter dated June 20, 2013 (Agencywide Documents Access and Management System 
[ADAMS] ML13177A044), Louisiana Energy Services (LES) submitted an exemption request in 
accordance with Title 10 of the Code of Federal Regulations (10 CFR) 40.36 and 70.25 
requesting that the U.S. Nuclear Regulatory Commission (NRC) allow LES to continue to 
demonstrate financial assurance on an incremental basis as facility expansion occurs at the 
URENCO USA (UUSA) facility.  LES has been providing financial assurance in this manner for 
a number of years as the facility has been expanding.  This exemption request is to cover 
additional phases of facility expansion not addressed by the original authorization.  The current 
License Condition(s), which reflect this incremental funding of financial assurance, are License 
Conditions 16.a-d. 
 
By letter dated July 11, 2014 (ML14195A274), in accordance with the proposed exemption 
request, LES submitted a decommissioning cost estimate for Assay Unit 1005 along with a 
surety bond and standby trust agreement.  By letter dated August 15, 2014 (ML14232A282), in 
accordance with License Condition 16.d, LES submitted an annual decommissioning cost 
estimate for 2014 along with a draft surety bond and standby trust agreement for staff review 
and approval.  On November 13, 2014 (ML14322A155 and ML14322A156), LES submitted a 
revised 2014 decommissioning cost estimate, a revised certification of financial assurance, and 
copies of executed financial assurance instruments, specifically a surety bond rider and an 
amended standby trust agreement, that covers anticipated decommissioning cost through June 
2015.   
 
2.0      Applicable Regulatory Requirements 
 
The applicable regulatory requirements for the decommissioning financial assurance review are 
10 CFR 40.36(d) and 70.25(e). 
 
The applicable regulatory requirements for the exemption request are 10 CFR 40.14 and 70.17. 
 
3.0      Regulatory Acceptance Criteria 
 
The NRC staff utilizes NUREG-1757, Volume 3, Revision 1, “Consolidated 
Decommissioning Guidance - Financial Assurance, Recordkeeping, and Timeliness,” as 
guidance to evaluate DFPs submitted by 10 CFR 40 and 10 CFR 70 licensees. 

Applicable acceptance criteria for the staff to determine compliance with 10 CFR 40.14 and 
10 CFR 70.17 are set forth in Section 1.2.4.3.5 of NUREG–1520, Revision 1, “Standard Review 
Plan for the Review of a License Application for a Fuel Cycle Facility.” 
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4.0       Staff Technical Evaluation  
 
4.1    Exemption Request Covering Incremental Decommissioning Financial Assurance Funding 
 
Background 
 
In the licensee’s original license application, the licensee requested an exemption from the 
requirements in 10 CFR 40.36(d) and 10 CFR 70.25(e) to allow the licensee to provide 
incremental funding for decommissioning to reflect its phased approach for developing 
enrichment capacity at the facility and its expected depleted uranium (DU) tails generation rate.  
As discussed in Section 10.2.2 of the original SAR, the applicant stated that it would initially 
provide funding for the projected cost of facility decontamination and decommissioning, 
assuming operation at full capacity, and disposition of the DU tails generated during the first 
3 years of operation.  Thereafter, the applicant would provide NRC with revised funding 
instruments for depleted uranium disposition on an annual forward-looking incremental basis.   
 
In November 2007, the licensee requested (ML073381261) a change to its approach to 
providing decommissioning financial assurance with corresponding changes to License 
Conditions 16 – 18.  In this request, LES proposed to provide decommissioning funding for the 
decontamination and decommissioning of operational areas on an incremental basis as the 
operational areas are put into operation (i.e., phases of construction).  LES proposed no 
changes to the approach for providing decommissioning financial assurance for the disposition 
of the DU tails.  In March 2008, the staff approved this request and modified License Condition 
16 and deleted License Conditions 17 and 18 (ML080530344). 
 
In January 2009, with the issuance of Amendment 23 to the license (ML093140127), License 
Condition 16 was modified to remove items 16.d and e and item 16.f was renamed 16.d.  There 
is no discussion of this change in the corresponding SER for this amendment of the license.  
There have been no other changes to License Condition 16 since Amendment 23. 
 
Staff Technical Evaluation 
 
In its letter dated June 20, 2013 (ML13177A044), LES requested the previously approved 
exemption from the requirements in 10 CFR 40.36(d) and 10 CFR 70.25(e) to be extended to 
allow LES to continue to demonstrate financial assurance on an incremental basis as facility 
expansion occurs.  As discussed above, LES has been providing financial assurance in this 
manner for a number of years and this exemption request is to cover the additional phases of 
facility construction as proposed in LAR-12-10 dated November 9, 2012.  There was no request 
to change the approach for providing decommissioning financial assurance for the disposition of 
the DU tails. 

In LAR-12-10, the licensee requested NRC’s authorization to increase the UUSA enrichment 
facility’s production capacity.  As a part of the increase in production capacity, the licensee 
requested NRC’s approval and authorization to construct and operate three additional 
Separations Building Modules (SBMs): SBM–1005 (Phase 4, under construction); SBM–1007 
(Phase 5, future work); and SBM–1009 (Phase 6, future work).  SBM–1005 and its associated 
support buildings have been under construction for the past 2 years; SBM–1007 and SBM–1009 
are future projects, dependent on market conditions.  The licensee is also requesting to 
construct and operate an additional Cylinder Receipt and Dispatch Building (CRDB-2).  
Construction of CRDB-2 would be part of Phase 6 with SBM-1009.  LAR-12-10 is still under 
review by the staff. 
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In a supplement to the June 20, 2013, request for exemption, dated January 7, 2015, LES 
modified its request.  Specifically, LES requested that the incremental funding be addressed for 
each Assay Unit instead of each phase of construction (i.e., an entire SBM).  An SBM consists 
of two Assay Units.  Each Assay Unit consists of the centrifuge cascades and support 
equipment necessary for the Unit to produce enriched product.  If the licensee’s request is 
granted, for each SBM, the licensee’s financial assurance will address both the costs associated 
with decommissioning the entire building (structure) and the costs associated with 
decommissioning the first Assay Unit.  The licensee will address financial assurance for the 
second Assay Unit in the SBM prior to the second Assay Unit coming online.  Financial 
assurance for the entire CRDB-2 will be provided prior to licensed material being used in the 
building.  LES describes their phased approach to providing decommissioning financial 
assurance in a proposed revision to SAR section 10.2.2. 

Under 10 CFR 40.14 and 10 CFR 70.17, the Commission may grant exemptions from the 
requirements of the regulations as it determines are authorized by law, will not endanger life or 
property or the common defense and security and are otherwise in the public interest.  The NRC 
staff has considered each of these factors and made the following determinations: 
 
The NRC staff concludes that granting the exemption is authorized by law as both 10 CFR 
40.14(a) and 10 CFR 70.17(a) allow for an exemption to the requirements of the regulations in 
10 CFR 40.36(d) and 10 CFR 70.25(e), and the exemption is not contrary to any provision of the 
Atomic Energy Act of 1954, as amended. 
 
The NRC staff concludes that granting the exemption will not endanger the public health and 
safety.  The requirement that the licensee provide adequate financial assurance remains 
unaffected by the exemption.  The licensee will provide all decommissioning financial assurance 
up front and will increase the amount of decommissioning financial assurance prior to each 
phase of facility expansion and/or prior to additional generation of DU tails which are not already 
covered by previously established decommissioning financial assurance.  Therefore, the NRC 
staff has determined that the incremental funding approach proposed by the applicant will 
provide funding for all the applicant’s decommissioning obligations at any point in time, and that 
this approach will not endanger public health and safety.   
 
The NRC staff concludes that granting the exemption will not endanger the common defense 
and security of the United States.  The exemption is related solely to the mechanism used to 
provide adequate financial assurance.  The exemption does not involve or implicate the 
common defense and security.  Therefore, the NRC staff has determined that the exemption 
has no effect on the common defense and security. 
 
The NRC staff concludes that the granting of the exemption is in the public interest.  The 
exemption will enable the NRC staff to further evaluate whether the licensee’s request to 
provide incremental funding for decommissioning financial assurance is consistent with the 
NRC’s requirement for adequate funding of decommissioning financial assurance.  The 
evaluation will allow the NRC to determine whether the licensee’s compliance with the 
incremental funding approach will sufficiently address the NRC’s requirement, and therefore 
provide clarity on the implementation of the NRC’s regulation in this instance.  Therefore, 
granting the exemption is in the public interest. 
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Therefore, the staff recommends granting the requested exemption as provided in Section 1.2.5 
of the SAR.  License Condition 16.a-d addresses this exemption request, however, only 16.c 
requires changes and will be revised as follows: 
 

The licensee shall provide an updated Decommissioning Funding Plan, including a 
decommissioning cost estimate update and final copies of the proposed financial 
assurance instruments, to NRC for review at least 6 months prior to initiating operations 
in the next phase of construction (i.e., introducing feed material in an Assay Unit in any 
subsequent SBM or licensed material into CRDB-2).  Final executed copies of the 
reviewed financial assurance instruments, along with a revised certification of financial 
assurance reflecting the updated amount of the financial assurance instruments, shall be 
provided to NRC at least 21 days prior to initiating operations in the next phase of 
construction (i.e., introducing feed material into an Assay Unit in any subsequent SBM or 
licensed material into CRDB-2).  In this Decommissioning Funding Plan update, the 
licensee shall provide full funding for decontamination and decommissioning of the new 
Assay Unit or CRDB-2 and all other plant areas where licensed material is used.  For the 
first Assay Unit in a new SBM, the Decommissioning Funding Plan update must provide 
for full funding for decontamination and decommissioning of the SBM structure and the 
new Assay Unit.  The amount of the financial assurance instrument shall be updated to 
current year dollars and include any applicable changes to the decommissioning cost 
estimate. 

 
With the amended License Condition 16.c stated above, the staff recommends approval of the 
proposed exemption request.  Therefore, License Condition 12 will be amended as follows:  
 

The licensee is hereby granted the special authorizations and exemptions 
identified in Section 1.2.5 of the UUSA Safety Evaluation Report, dated June 
2013. 

 
4.2   Decommissioning Financial Assurance 
 
License Condition 16.d, Annual Update to Decommissioning Financial Assurance 
 
License Condition 16.d requires LES to submit annually updated decommissioning cost 
estimates and revised funding instruments for DU disposition.  In support of this requirement, on 
August 15, 2014, LES submitted an updated decommissioning cost estimate for the UUSA 
facility.  On November 13, 2014, LES submitted a revised 2014 decommissioning cost estimate, 
which reflected an updated inflation rate.  The 2014 decommissioning cost estimate updates the 
2013 decommissioning cost estimate, and is approximately $232 million, an increase of $49 
million relative to the 2013 decommissioning cost estimate ($183 million).  In addition, LES 
provided a revised certification of financial assurance and copies of executed financial 
assurance instruments, specifically a surety bond rider and an amended standby trust 
agreement.  
 
The standby trust agreement documentation submitted included an amendment to the standby 
trust agreement and a revised Schedule A and Schedule B.  The surety bond rider and the 
standby trust agreement documentation reflected an amount of $254 million, $22 million above 
the updated 2014 decommissioning cost estimate (this difference will be explained in the 
section addressing License Condition 16.c).  Additionally, LES submitted an updated 
certification of financial assurance reflecting the updated amount of the financial assurance 
instruments. 
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In the 2014 decommissioning cost estimate, LES submitted decommissioning cost  
information consistent with the recommendations in NUREG-1757, Volume 3, Revision 1.  
Decommissioning costs are presented in Tables 1 through 12 of the decommissioning cost 
estimate.  Decommissioning cost information included the following major cost elements:  
planning and preparation, decontamination and dismantling of radioactive facility components, 
final radiation survey, waste processing, waste disposal, and tails disposition.  The 
decommissioning costs were based, in part, on the decommissioning experience of URENCO  
in decommissioning gas centrifuge enrichment plants in Europe.  For example, the 
decommissioning cost estimate cites URENCO’s experience in Europe as the basis for certain 
waste processing costs and equipment needs for decontamination and dismantling the facility. 
 
LES estimates the cost of decommissioning the UUSA facility to be approximately $232 million, 
in 2014 dollars, which includes an estimated cost of $97 million to decommission the supporting 
structures, an estimated DU tails disposition cost of $79 million, a 25 percent contingency factor 
of $44 million, and an additional contingency factor required under the revised settlement 
agreement between LES and New Mexico equal to $12 million.   
 
The $49 million net increase in estimated decommissioning costs from the 2013 
decommissioning cost estimate resulted from an adjustment for inflation, an increase in the 
estimated volume of tails requiring disposition, and a decrease in the unit cost for tails 
disposition.  The baseline costs provided in the estimate were inflated by 10.18 percent to 2014 
costs by using the change in the CPI-U index from the 2009 average to the 2014 half year 
average.  The estimated volume of tails requiring disposition increased from 5,481,189 kg DU to 
9,165,415 kg DU because the licensee revised the estimate to reflect anticipated generation of 
DU  through June 2015, in contrast to the volume anticipated to be generated through June 
2014 (this also includes the production of DU from the first cascades of Assay Unit 1005).  The 
unit cost for tails disposition decreased from $8.68 per kg DU to $8.61 per kg DU based on an 
updated estimate provided by the U.S. Department of Energy (DOE) and documented in a 
June 12, 2014, letter from the DOE.  Based on the information provided, the staff found that the 
changes made to the 2013 decommissioning cost estimate in the 2014 decommissioning cost 
estimate were adequately documented and based on reasonable assumptions.  
 
The staff finds that the 2014 decommissioning cost estimate is sufficient to allow an 
independent third party to assume responsibility for decommissioning the facility if the licensee 
is unable to complete the decommissioning.  Specifically, the decommissioning cost estimate 
continues to:  (1) be based on documented and reasonable assumptions; (2) be based on the 
cost of an independent contractor to perform decommissioning activities; (3) include costs for 
labor, equipment and supplies, overhead and contractor profit, sampling and laboratory 
analysis, and miscellaneous expenses; (4) apply a contingency factor of at least 25 percent to 
the sum of all estimated costs; (5) reflect decommissioning under appropriate facility conditions; 
and (6) include costs for all major decommissioning activities.  These major decommissioning 
activities include:  (1) planning and preparation; (2) decontamination and/or dismantling of 
facility components; (3) packaging, shipment, and disposal of radioactive wastes; and (4) a final 
radiation survey.  The cost estimate also continues to not take credit for any salvage value that 
might be realized from the sale of potential assets during or after decommissioning or reduced 
taxes that might result from payment of decommissioning costs or site control and maintenance 
costs. 
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The staff evaluated the decommissioning cost estimate according to NUREG-1757, Volume 3, 
Revision 1, and finds that the decommissioning cost estimate is based on reasonable and 
documented assumptions and that it adequately estimates the cost, at this time, for 
decommissioning the UUSA facility.  The staff finds that the submitted financial instruments are 
acceptable.  The staff also finds acceptable the updated certification of financial assurance. 
 
License Condition 16.c, Incremental Funding of Decommissioning Financial Assurance 
 
As discussed in Section 4.1, License Condition 16.c allows for the incremental funding of 
decommissioning financial assurance, specifically, as each phase of construction is completed 
and prepared for operations, an updated Decommissioning Funding Plan (consisting of an 
updated decommissioning cost estimate, updated financial instruments, and updated 
certification of financial assurance) is required to be submitted for review and approval prior to 
operations in the next phase of construction (i.e., introducing feed material into an Assay Unit in 
any subsequent SBM or licensed material into CRDB-2).  In support of this requirement, on 
July 11, 2014, LES submitted an updated decommissioning cost estimate for the UUSA facility 
that includes the addition of Assay Unit 1005 along with proposed revisions to the surety bond 
rider and standby trust agreement.  On November 13, 2014, LES submitted a revised 
decommissioning cost estimate for Assay Unit 1005 along with copies of an executed surety 
bond rider, amendment to the standby trust agreement, and certification of financial assurance. 
 
This decommissioning cost estimate updates the 2014 decommissioning cost estimate ($232 
million) by adding the costs associated with the SBM-1005 structure and Assay Unit 1005 ($22 
million).  These costs were inflated by 10.18 percent to 2014 costs by using the change in the 
CPI-U index from the 2009 average to the 2014 half year average.  The decommissioning cost 
estimate is approximately $254 million.   
 
The decommissioning costs for the SBM-1005 structure and Assay Unit 1005 were added 
consistent with the approach taken for other SMBs.  Therefore, based upon this and the finding 
above regarding the 2014 decommissioning cost estimate, the staff finds this decommissioning 
cost estimate is based on reasonable and documented assumptions and that it adequately 
estimates the cost, at this time, for decommissioning the UUSA facility. 
 
The executed surety bond rider and amendment to the standby trust agreement submitted with 
this decommissioning cost estimate are the same as those provided with the 2014 
decommissioning cost estimate.  Therefore, the staff finds that the submitted financial 
instruments are acceptable.  The staff also find acceptable the updated certification of financial 
assurance. 
 
4.3      National Environmental Policy Act Review – Categorical Exclusion 
 
In accordance with 10 CFR 51.22, granting the requested exemption is a licensing action that 
belongs to a category of actions which the Commission has declared to be a categorical 
exclusion, after first finding that the category of actions does not individually or cumulatively 
have a significant effect on the human environment.  Specifically, 51.22(c)(25) includes:   
(25) Granting of an exemption from the requirements of any regulation of this chapter, provided 
that: 
 

(i) There is no significant hazards consideration; 
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(ii) There is no significant change in the types or significant increase in the amounts of 
any effluents that may be released offsite; 
 

(iii) There is no significant increase in individual or cumulative public or occupational 
radiation exposure; 
 

(iv) There is no significant construction impact; 
 

(v) There is no significant increase in the potential for or consequences from radiological 
accidents; and 
 

(vi) The requirements from which an exemption is sought involve: … (H) Surety, 
insurance or indemnity requirements. 

 
Granting the exemption from decommissioning financial assurance requirements does not 
involve a significant hazards determination, there will be no change in the types or increase in 
the amounts of any effluents that may be released offsite, there is no increase in individual or 
cumulative public or occupational radiation exposure, there is no construction impact, and there 
is no increase in the potential for or consequences from radiological accidents.  The 
requirements from which the exemption is sought involve surety, insurance, or indemnity 
requirements.  Therefore, the requested action is a categorical exclusion, and neither an 
Environmental Impact Statement nor Environmental Assessment was prepared for this action. 
 
4.4 Conclusion  
 
As discussed in Section 4.1, the staff finds that the requirements in 10 CFR 40.14 and 10 CFR 
70.17 have been met regarding the licensee’s request for exemption from the decommissioning 
funding requirements (10 CFR 40.36 and 10 CFR 70.25) to allow for the licensee to provide 
incremental funding for decommissioning.  Specifically, the staff found that the request is not 
prohibited by law and will not endanger life or property or the common defense and security and 
is otherwise in the public interest.  Therefore, the exemption request is granted and License 
Condition 16.c will be amended as follows:  
 

The licensee shall provide an updated Decommissioning Funding Plan, including a 
decommissioning cost estimate update and final copies of the proposed financial 
assurance instruments, to NRC for review at least 6 months prior to initiating operations 
in the next phase of construction (i.e., introducing feed material in an Assay Unit in any 
subsequent SBM or licensed material into CRDB-2).  Final executed copies of the 
reviewed financial assurance instruments, along with a revised certification of financial 
assurance reflecting the updated amount of the financial assurance instruments, shall be 
provided to NRC at least 21 days prior to initiating operations in the next phase of 
construction (i.e., introducing feed material into an Assay Unit in any subsequent SBM or 
licensed material into CRDB-2).  In this Decommissioning Funding Plan update, the 
licensee shall provide full funding for decontamination and decommissioning of the new 
Assay Unit or CRDB-2 and all other plant areas where licensed material is used.  For the 
first Assay Unit in a new SBM, the Decommissioning Funding Plan update must provide 
for full funding for decontamination and decommissioning of the SBM structure and the 
new Assay Unit.  The amount of the financial assurance instrument shall be updated to 
current year dollars and include any applicable changes to the decommissioning cost 
estimate. 
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With the approved exemption request and amended License Condition 16.c above, License 
Condition 12 will be amended as follows:  
 

The licensee is hereby granted the special authorizations and exemptions 
identified in Section 1.2.5 of the UUSA Safety Evaluation Report, dated June 
2013. 

 
As discussed in Section 4.2, the staff finds that the requirements of License Condition 16.d 
regarding the annual update of decommissioning financial assurance have been met and the 
2014 decommissioning cost estimate is approved.  
 
As discussed in Section 4.2, the staff finds that the requirements of License Condition 16.c 
regarding the incremental funding of decommissioning financial assurance have been met and 
the decommissioning cost estimate for SBM-1005 and Assay Unit 1005 is approved. 
 
The staff also finds that the executed financial assurance instruments submitted to address the 
2014 decommissioning cost estimate and SBM-1005 and Assay Unit 1005 and the updated 
certification of financial assurance were consistent with NUREG-1757, Volume 3, Revision 1, 
and, therefore, are acceptable. 
 


