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UNITED STATES :
~gl' T NUCLEAR REGULATORY COMMISSIONn

5 ,I WASHINGTbN, D. C. 20$$$ -
,

*, ENCLOSURE 2.

.....

SAFETY EVALUATION BY THE OFFICE OF NUCLEAR REACTOR REGULATION
,

RELATING TO PRIMARY pR0pERTY DAMAGE INSURANCE EXEMPTION
;

LONG ISLAND LIGHTING COMPANY

SHOREHAM NUCLEAR POWER STATION. UNIT 1

DOCKET NO. 50.322

1.0 INTRODUCTION

By letter dated September 8, 1989, Long Island Lighting Company)(LILCO, thelicensee), operator of the Shoreham Nuclear Power Station (SNPS
requested an exemption from the minimum coverage requirements of 10 CFR '

50.54(w) until it is authorized to transfer ownership of SNPS to the Long
IslandPowerAuthorjtyorsomeotherentityofNewYorkState. 10 CFR
50.54(w)asamended requires, in part, that each electric utility
licensee take reasonable steps to obtain onsite property damage
insurance. This insurance must have a minimum coverage limit for the

,

reactor station site of either 1.,06 billion dollars or whatever amount of

insurance is generally available from private sources, whichever is less.

L1LC0's request for this exemption was made pursuant to the provisions of
10 CFR 50.12. " specific Exemptions," which in part, states that the
Commission may, upon application, grant exemptions from the requirements
of the regulations of this part, which are:

(1) Authorized by law, will not present an undue risk to the public
health and safety, and are consistent with the common defense and
security, and

(2) The Commission will not consider granting an exemption unless special
circumstances are Special circumstances are present
whenever ...(iii)present. Compliance would result in undue hardship or

,

other costs that are significantly in excess of those contemplated
when the regulation was adopted, or that are significantly in excess
of those incurred by others similarly situated.

2.0 DISCUSSION

LILCO requested an exemption only from the minimum insurance coverage
requirementsof10CFR50.54(w)untilitisauthorizedtotransfer
ownership of SNPS to LIPA or some other entity of the state. LILCO made
this request pursuant to the provisions of 10 CFR 50.12. " Specific '

Exemptions."
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The insurance coverage requirements of 10 CFR 50.54(w) are intended to
provide financial security to support stabilizing and decontaminating :

activities at a sclear facility following a postulated accident. To
ensurethissecurity10CFR50.54(w)establishesthreefinancialand
procedural requirements. First, a minimum amount of insurance must be
carried (1.06billiondollars). Second, by October 4,1988, the
insurance funds must be payable to a separate trust dedicated for cleanup
cost. Finally, the licensee, in the event of an accident, must provide a
decontamination plan to the Commission for its review.

The required 1.06 billion dollars coverage is based on analysis developed
for the Commission by Pacific Northwest Laboratgry (PNL). The PNL results i

were published as a NRC document NUREG/CR-2601. This analyses assumed
an accident (i.e., large LOCA) occurred while a facility is operating at
full reactor power and delayed emergency core coolir.g systems operation.
Additional conservative assumptions made in this ar.alysis include one
hundred percent fuel cladding failure, 50 percent of t.1 V melting,
severe core damage and considerable damage and contaminat 3 i of the -

reactor building. The costs assumed for stabilization and decontamination
were further modified with correction factors for uncertainties. The
analysis resulted in a 404.5 million dollar cleanup cost for a large PWR
operating at full power. Additional cost considerations were added to
the NUREG/CR-2601 results to obtain a minimum insurance coverage require-
ment of 1.06 billion dollars.

On December 7,1984, LILCO was granted a license authorizing loading of
| fuel into the reactor and cold criticality testing with reactor core power
t levels not to exceed 24.36 kilowatts thermal. On July 3, 1985 LILC0 was
i granted a license authorizing power operation up to 121.8 megawatts

thermal (five percent of full rated power) for the purpose of low power
p testing. All testing has been completed. On February 28, 1989 L1LC0

entered into an agreement with the State of New York to transfer its;

| Shoreham assets to an entity of the State for a number of economic
! reasons. However, LILC0 continued to pursue with the NRC its request for
| a full-power license to operate its Shoreham plant. On April 21, 1989

the NRC issued Facility Operating License NPF-82 to L1LCO which allows
full-power operation of the Shoreham plant. On June 28, 1989 LILCO's
shareowners ratified LILCO's agreement with the State. On July 13, 1989
LILCO began a defueling operation end on August 1, 1989 began reducing
Shoreham support staffing levels. On August 9, 1989 the defueling
operation was completed.

Pursuant to 10 CFR 50.12, the Commission under special circumstances
grants exemptions from regulations in 10 CFR Part 50 providing that the
exemption is authorized by law, does not result in an undue risk to the
public health and safety and is consistent with the common defense and
security. L1LCO's request, pursuant to the provisions of 10 CFR 50.12 for
an exemption from the minimum insurance coverage requirement, is based on
special circumstances. LILCO cited the following special circumstances as

.
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applicable to its request, because of the current SNPS defueled conditions:

(1) Application of the Regulation in the Particular Circumstances Would
;

Not Serve the Underlying purpose of the Rule and is Not Necessary to.
,

Achieve its Underlying Purpose; and !

(2) Compliance Would Result in Undue Hardship or Other Costs that Are
Significantly in Excess of Those incurred by Others Similarly

,

Situated.

LILCO has proposed that the required amount of insurance coverage for SNPS i
be set at 337 million dollars. This amount was based on NUREG/CR-2601 !
results and a May 31, 1988 exemption for operation at up to 5% of rated !

power.

3.0 EVALUATION

3.1 Application of the Regulation in the Particular Circumstances Would Not
Serve the Underlying Purpose of the Rule and Is Not Necessary to Achieve
its Underlying Purpose r

!

L1LCO contends that application of the NRC's minimum insurance require-
ments would not serve the underlying purpose of 50.54(w), and its appli-
cation is not necessary to achieve the underlying purpose of the rule.

.

The purpose of requiring a utility to maintain a specified amount of
onsite property damage insurance is to ensure that sufficient funds would
be available to stabilize and decontaminate a facility in the event of an
accident. LILCO argues that the need for the required amount of insurance
does not exist at Shoreham, now that the fuel has been removed from the

.'reactor core and placed in the fuel pool, and states that insurance in the|

I amount of $337 million is sufficient.
I

The staff concurs with the LILCO position that $337 million of coverage
is adequate. This is based on the plant's defueled condition, and the
attendant decreased likelihood and vastly reducea consequences of an
accident. This basis follows from the staff's N y 31, 1988 finding that
$337 million of coverage was acceptable for operation up to five percent
of full-rated power.

3.2 Compliance Would Result in Undue Hardship or Other Costs that Are
Significantly in Excess of Those Contemplated When the Regulation Was
Adopted and that Are Significantly in Excess of Those Incurred by Others

.

|

Mmilarly Situated

LILCOcontendsthatcompliancewith50.54(w)wouldresultinunduehardship
on LILCO, given Shoreham's non-operating status and that the costs to
LILCO of complying with the minimum insurance requirements are significantly
in excess of those incurred by other utilities that have licensed, non-
operating nuclear facilities.

,
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L1LCO indicated that it currently maintains $1.06 billion property
insurance coverage on Shoreham. This coverage has been in effect for
approximately one-half year at an average yearly premium of approximately
$3.76 million. LILCO expects that the premium for $337 million in

. coverage would be approximately $2.1 million, on $1.66 million less than
its current coverage.

LILCO also indicated that when the NRC adopted the property insurance
. rule, the NRC found that the imposition of insurance costs on licensees
was justified in order to assure the availability of funds for decontami-"
nating the facility after a radiological accident. LILCO states that NRC
has also recognized the correlation between the appropriate level of
property insurance coverage and the risk and consequences of a nuclear-
related accident when the NRC staff granted LILCO an exemption from the
minimum coverage requirements of 50.54(w), based un LILCO only possessing
a 5% power license.

i

LILCO contands and the staff agrees that given Shoreham's defueled !
condition, the risk and consequences of an accident are no greater now '

than they were at 5% operation.- Thus, requiring LILCO to carry insurance i

coverage in the amount of $1.06 billion would impose undue economic hard- !

ship on L1LCO based on Shoreham's defueled condition,
f

4.0 CONCLUSION I

i

Currently SNpS is defueled. The staff has prev'cusly reviewed the
{

,

effects of the most limiting accidents that coulo s cur at SNPS, as!

r

1 currently licensed, and determined that no fuel failu n would occur when '

'

the 10 CFR 50.46 limits were reached. This worst-case analyzed accident i

was found to be similar to NUREG/CR-2601 Scenario 1. The cost estimate 1

of this scenario with appropriate additional cost was determined to be
sufficient to support stabilizing, cleanup or decontaminating activities
following the postulated worst-case accident. Since the type of accident i

l that could occur in this defueled condition are much less severe than
what the staff previously found acceptable. 337 million dollars in insurance
covereoa is acceptable for this plant condition.

|

TherefoN,)the staff believes that the special circumstances of 10 CFR 50.12
| !

(a)(2)(iii exist, and the staff finds that the licensee's request for an
exemption from the requirements of 10 CFR 50.54(w)(1) to reduce onsite

L property damage insurar.ce from 1.06 billion dollars to 337 million dollars ;
should be granted until LILCO places nuclear fuel into the SNPS reactor

! vessel.
I Dated: April 30,1990

Principal Contributor:
|

Stewart Brown
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