From: Naquin, Ty

To: shoover@MIT.EDU

Cc: Mitchell S Galanek

Subject: Review of MIT Financial Assurance

Date: Thursday, March 21, 2019 5:25:00 AM

Attachments: Transmittal Financial Assurance Update 2018 03202018 ML19057A478.pdf

MIT 2018-2019 FA SER Input SNM986 ML19057A027.pdf
MIT 2018-2019 FA SER Input R37 ML19057A505.pdf

Hi Steve,
Attached is the documentation of the update to the review of financial assurance for both
the materials license and the research reactor for 2018. Thanks for your timely support.

Ty
T. D. Naquin, CHP

NMSS/DFCSE/FFLB
(301) 415-7352

RUSNRC

Pravecting Peaple awd the Enviranment
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UNITED STATES

NUCLEAR REGULATORY COMMISSION
WASHINGTON, D.C. 20555-0001

Mr. Israel Ruiz

Executive Vice President and Treasurer
Massachusetts Institute of Technology
77 Massachusetts Avenue

Building 4-204

Cambridge, MA 02139-4307

SUBJECT:  ANNUAL SELF-GUARANTEE, SPECIAL NUCLEAR MATERIALS LICENSE
SNM-986 AND RESEARCH REACTOR LICENSE R-37 (ENTERPRISE
PROJECT IDENTIFICATION CODE: L-2018-DFA-0009)

Dear Mr. Ruiz:

By letter dated September 27, 2018 (Agencywide Documents Access and Management System
[ADAMS] Accession Number ML18284A321), you submitted to the U.S. Nuclear Regulatory
Commission (NRC) a document with a Certified Amount of Financial Assurance and associated
Annual Self-Guarantee Test for Special Nuclear Materials license SNM-986, and Research
Reactor license R-37 for the Massachusetts Institute of Technology (ADAMS ML18284A321).
Your letter was received on October 4, 2018 (ADAMS ML18288A293) and accepted for detailed
review on November 16, 2018 (ADAMS ML19002A056). The Risk and Technical Analysis
Branch of the Division of Decommissioning, Uranium Recovery, and Waste Processing in the
Office of Nuclear Material Safety and Safeguards conducted the technical review of the
adequacy of the submittal for SNM-986. The Financial Projects Branch of the Division of
Licensing Projects in the Office of Nuclear Reactor Regulation reviewed the portion of the
submittal applicable to R-37.

The NRC staff concludes that the self-guarantee meets or exceeds the financial test criteria for
a non-profit university that issues bonds, is acceptable for providing decommissioning funding
assurance, and complies with Title 10 of the Code of Federal Regulations (10 CFR) Paragraphs
70.25(f)(2) and 50.75(e)(1)(iii))(C), Appendix E to 10 CFR Part 30, and is consistent with
NUREG-1757, Volume 3, Rev. 1. Safety Evaluation Reports for the analysis of both the
materials and reactor licenses are enclosed.

This is a reminder that the self-guarantee must be submitted within 90 days of the close of the
fiscal year. The requirements are established by the Final Decommissioning Planning Rule and
the guidance provided in NUREG-1757, Volume 3, Rev. 1.

In accordance with 10 CFR Section 2.390 of the NRC’s “Agency Rules of Practice and
Procedure,” a copy of this letter and the enclosures will be available electronically for public
inspection in the NRC Public Document Room or from ADAMS. ADAMS is accessible from the
NRC web site at http://www.nrc.gov/reading-rm/adams.html (the Public Electronic Reading
Room).




http://www.nrc.gov/reading-rm/adams.html
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If you have any questions regarding this matter, please feel free to contact me at
301-415-7352 or via e-mail at: Tyrone.Naguin@nrc.gov.

Docket Nos. 70-938, 50-0020
License Nos. SNM-986, R-37

Enclosures:
1. Safety Evaluation Report, SNM-986
2. Safety Evaluation Report, R-37

Sincerely,

IRA/

Tyrone D. Naquin, Project Manager

Fuel Facility Licensing Branch

Division of Fuel Cycle Safety, Safeguards,
and Environmental Review

Office of Nuclear Material Safety
and Safeguards
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SAFETY EVALUATION REPORT, SNM-986
DOCKET: 70-938
LICENSE: SNM-986
LICENSEE: MASSACHUSETTS INSTITUTE OF TECHNOLOGY

SUBJECT:  2018-2019 MASSACHUSETTS INSTITUTE OF TECHNOLOGY SELF-
GUARANTEE ANNUAL CERTIFICATION

BACKGROUND

By letter dated September 27, 2018 (Agencywide Documents Access and Management System
[ADAMS] Accession Number ML18284A321), Massachusetts Institute of Technology (MIT)
submitted its annual certification of self-guarantee (SG) for decommissioning financial
assurance of special nuclear material (SNM) license SNM-986. This review pertains only to
SNM-986.

DISCUSSION
Regulatory Requirements

Nuclear facilities licensed under Title 10 of the Code of Federal Regulations (10 CFR) Part 70
are required to establish adequate financial assurance for decommissioning, decontamination,
and reclamation pursuant to 10 CFR Section 70.25, "Financial Assurance and Recordkeeping
for Decommissioning" respectively. Section 70.25 of 10 CFR requires non-profit college and
university licensees that provide reasonable assurance of available funds for decommissioning
costs through a SG to annually provide an SG agreement and pass a financial test pursuant to
Appendix E to 10 CFR Part 30, “Criteria Relating to Use of Financial Tests and Self-Guarantees
For Providing Reasonable Assurance of Funds For Decommissioning by Nonprofit Colleges,
Universities, and Hospitals."

Staff Review

Upon review of MIT’s September 27, 2018, submittal, as detailed below, the U.S. Nuclear
Regulatory Commission (NRC) staff finds that MIT’s SG is acceptable.

Staff Review of Self-Guarantee and Supporting Documentation

In its review, the NRC staff relied on the regulations set forth in Appendix E of 10 CFR Part 30
and 10 CFR 70.25, as well as NRC guidance contained in NUREG-1757, Volume 3, Rev. 1,
Appendix A.9. The MIT’s September 29, 2017, SG submission included:

e an SG;

o a letter from MIT’s Executive Vice President and Treasurer Chief Financial Officer (CFO)
and financial test;

e a Report of Independent Accountants confirming CFO letter and reconciling amounts in
the CFO letter with licensee’s financial statements;

¢ and MIT’s audited financial statements for the most recent fiscal year, including auditor’s
opinion on the financial statements.

Enclosure 1





The MIT has previously submitted both an SG agreement and Standby Trust Agreement (STA)
that has been approved by the NRC staff. Both agreements remain adequate to cover the
current certified decommissioning costs for MIT’s Part 70 license.

In order for MIT to qualify for use of a SG, it must satisfy the criteria found in 10 CFR Part 30,
Appendix E, Section II.A.1 or A.2. The MIT’s SG submission intends to demonstrate
compliance with 10 CFR Part 30, Appendix E, Section I.A.1 (the “Financial Test”). The
Financial Test, in pertinent part, requires that MIT have a current rating for its most recent bond
issuance of AAA, AA, A as issued by Standard & Poor’s or Aaa, Aa, or A as issued by Moody’s.

As part of the SG submission, the letter from MIT’s Executive Vice President and Treasurer
(CFO) included the identification of the Financial Test used as part of NUREG -1757, Volume 3,
Appendix A, Checklist 9-B to demonstrate passage of the Financial Test.

The SG submission states that the current bond rating of the most recent unsecured bond
issuance is AAA, as rated by Standard & Poor’s. Therefore, MIT meets the requirement of

10 CFR Part 30, Appendix E, Section II.A.1. Thus, MIT meets the requirements of the Financial
Test.

Part 30 of 10 CFR, Appendix E, Section Ill.A through F, describes the terms that are required in
a SG:

A. The guarantee will remain in force unless the licensee sends notice of cancellation by
certified mail, and/or return receipt requested to the NRC. Cancellation may not occur
unless an alternative financial assurance mechanism is in place;

B. The license shall provide alternate financial assurance as specified in the NRC’s
regulations within 90 days following receipt by the NRC of a notice of cancellation of the
guarantee;

C. The guarantee and financial test provisions must remain in effect until the NRC has
terminated the license or until another financial assurance method acceptable to the
NRC has been put in effect by the licensee;

D. The applicant or licensee must provide to the NRC a written guarantee which states that
the licensee will fund and carry out the required decommissioning activities or, upon
issuance of an order by the NRC, the licensee will set up and fund a trust in the amount
of the current cost estimates for decommissioning; and

E. If, at any time, the licensee’s most recent bond issuance ceases to be rated in any
category of “A” or above by either Standard and Poors or Moodys, the licensee shall
provide notice in writing of such fact to the NRC within 20 days after publication of the
change by the rating service;

F. A standby trust must be established to protect public health and safety and the
environment for decommissioning costs prior to an SG being submitted.

The NRC staff finds the language of the SG complies with the terms and conditions needed in
NUREG-1757, Volume 3, Appendix A.13. Because the SG is consistent with the recommended
language contained in NUREG -1757, Volume 3, Appendix A.9, Checklist B, which the NRC
staff has previously determined would comply with the NRC’s regulatory requirements, the staff
therefore finds that the proposed SG meets the requirements of 10 CFR Part 30, Appendix E,
Section lll.LA, B, C, D, E, and F.





Relying upon the SG submission, the NRC staff finds that MIT meets the requirements of the
Financial Test set forth in 10 CFR Part 30, Appendix E, Section 1l.A.1, the SG and CFO Letter
are consistent with NRC guidance, and that the SG meets the requirements of 10 CFR Part 30,
Appendix E, Section Ill.A through F.

CONCLUSION

On the basis of the NRC staff’s review, as discussed above, MIT has demonstrated that: (1) it's
financial condition meets the requirements of 10 CFR Part 30, Appendix E, and (2) the language
of the CFO Letter, auditor’s opinion on MIT’s audited financial statements, and previously
submitted and approved SG agreement and STA agreement are consistent with NRC guidance.
Therefore, the NRC staff finds that MIT’s SG and supporting documentation are acceptable and
are, therefore, approved.

Principal Contributor
Reggie Augustus






SAFETY EVALUATION REPORT, R-37

DOCKET: 50-0020
LICENSE: R-37
LICENSEE: MASSACHUSETTS INSTITUTE OF TECHNOLOGY

SUBJECT:  2018-2019 MASSACHUSETTS INSTITUTE OF TECHNOLOGY SELF-
GUARANTEE ANNUAL CERTIFICATION

BACKGROUND

Pursuant to Title 10 of the Code of Federal Regulations (10 CFR) Section 50.75, “Reporting and
Recordkeeping for Decommissioning Planning,” Subsection (e)(1)(iii)(C), and Appendix E to

10 CFR Part 30, “Criteria Relating to Use of Financial Tests and Self-Guarantee for Providing
Reasonable Assurance of Funds for Decommissioning by Nonprofit Colleges, Universities, and
Hospitals,” Massachusetts Institute of Technology (MIT) provided a self-guarantee package to
the U.S. Nuclear Regulatory Commission (NRC) to demonstrate financial assurance for
decommissioning on September 27, 2018 (Agencywide Documents Access and Management
System [ADAMS] Accession Number ML18284A321). This review pertains to financial
assurance for the research reactor, R-37.

DISCUSSION
Regulatory Requirements

The requirements of 10 CFR Paragraph 50.75(e)(1)(iii)(C), state, in part, that “...a guarantee of
funds by the applicant or licensee may be used if the guarantee and test are as contained in
Appendix E to 10 CFR Part 30.” Appendix E to 10 CFR Part 30 establishes criteria for passing
the financial test for the self-guarantee and establishes its terms. Regulatory guidance
contained in NUREG-1757, Volume 3, Revision 1, “Consolidated Decommissioning Guidance:
Financial Assurance, Recordkeeping, and Timeliness,” states, in part, that a submittal used to
satisfy the requirements of Appendix E to 10 CFR Part 30 can be verified through the use of the
Chief Financial Officer's (CFO’s) Certification, the Independent Auditor’s Report, and Financial
Statements.

Staff Review

The staff reviewed MIT’s submittal pursuant to the elements specified in Appendix E to 10 CFR
Part 30, including, the Financial Test, Additional Requirements, and Self-Guarantee
requirements contained in Sections II(A)(1), 1I(C), and lll, respectively, and the guidance
contained in NUREG-1757. In part, the licensee provided: a letter from MIT’s Executive Vice
President and Treasurer containing the self-guarantee financial test; an independent auditor’s
report confirming the CFO letter, and reconciling amounts, with the licensee’s financial
statements; and the licensee’s audited financial statements for the most recent fiscal year. The
MIT’s self-guarantee agreement (originally signed duplicate) is in the NRC’s possession and
remains unchanged (ADAMS ML100070108, ML101930104, and ML101340587, respectively).

The NRC staff also notes that Subsection 11(C)(1) of Appendix E to 10 CFR Part 30 requires the
licensee’s independent certified public accountant to evaluate the licensee’s off-balance sheet
transactions and render an opinion on whether those transactions could adversely affect the
licensee’s ability to pay for decommissioning costs. The guidelines established by the American
Institute of Certified Public Accountants prohibit an accountant from rendering such an opinion.
However, the Auditor’s Report did state that the financial statements were presented fairly in all
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material respects.

Additionally, 10 CFR 50.75(e)(1)(iii)(C) includes a provision, which states, in part, that a
guarantee by the licensee may not be used in any situation in which the licensee has a parent
company holding majority control of voting stock of the company. The MIT does not have a
parent company holding majority control of its voting stock. The NRC staff’s review confirmed
that Standard & Poor’s (Standard & Poor’s) Financial Services LLC issued MIT a current rating
for its most recent uninsured, uncollateralized, and unencumbered bond issuance of “AAA.”
The staff notes that when an obligor is rated “AAA,” this means it has an extremely strong
capacity to meet its financial commitments. “AAA” is the highest issuer credit rating assigned by
Standard & Poor's. MIT also passed the financial test presented in Appendix E to Part 30.
Finally, MIT's decommissioning cost estimate was provided by Duke Engineering. This included
an initial decommissioning cost estimate of $23 Million in 2005 to decommission. The MIT’s
method for updating the cost estimate appears reasonable, and provides a 2018 estimate of
$38.4 Million. As of the fiscal year ending on June 30, 2018, MIT possesses a positive tangible
net worth in the amount of $21.5 billion (2018 dollars) to decommission the reactor.

CONCLUSION

Based on its review, the staff finds that the licensee provided complete documentation,
including: a letter from MIT’s CFO containing the self-guarantee financial test; an independent
auditor’s report confirming the CFO letter, and reconciling amounts, with the licensee’s financial
statements; and the licensee’s audited financial statements for the most recent fiscal year. In
addition, the staff finds that the licensee does not have a parent company holding majority
control of its voting stock and that the amount of the self-guarantee exceeds the required
coverage level. In consideration of the above, the staff finds that the self-guarantee agreement
meets the financial test criteria for a non-profit university that issues bonds, is sufficient for
providing financial assurance, conforms to the guidance in NUREG-1757, and meets the
requirements of 10 CFR 50.75 and Appendix E of 10 CFR Part 30.

Principal Contributor
Kosmas Lois






