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kt the Corrwission reetinc on Cctober 10, 1984, vhere the statf presentec 2
review of tiie proposecd rule setting forth technicel anc firercizl criteric
for cecormissioning nucleer facilities, Cori.issioner Asselstine requestec
that the statf ascertain where licensees sre estetlishing tieir reserve
funcs for decorrissioning financial assurance ana what types of assets cre
acouired by utilities usinc interré)l reserve turnas.

The use of interral reserve funds received by utilities for vecori.issionine
was ciscussed with Richarc Lretz, Vice Presicert, Finznce, ¢t the Edisorn
Electric Institute; Scott DuBoff, merber of the tim ot Liskep, Liberiar,
Cook, Purcell anc Reynolds, attorreys for the Electric Decorrissioning Group;
and killian Stimart, Vice President, Pegulatery Affairs, Puke Power Co.

We also discussed this with Dr. J. Siegel ot the kharten Scheol whom we heve
consulted with before or financial affairs.

They stated that the funds received trcu ratepayers to cover aecolsissioning
woulo be usea to increase the net worth of the utility. 1lhis is dore by
investing in new utility assets such as pover plents and electrical
transmission and aistritution systens or by retiring cett. They alsc
inciceted that decormissioning funds would not be reedec to cover current
expenses such as salaries and overhieac since these 2re covered by tre

retes set by the public utility commissiors or Federel tnergy Kegulatory
Cormission and that the cecowrissioniny funas cannot be usec by utilities

to diversify as those funds cen only core cut of cerpany protits,

(Signed) William ). Dircks
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RULEMAKING ISSUE

(Notation Vote)

For: The Commissioners
From: Wiiliam J. Dircks, Executive Director for Operations
Subject: PROPOSED AMENDMENTS TO 10 CFR PARTS 30, 40, 50, 51, 70,

AND /2: DECUMMISSIONING CRIIERIA FUR NUCLEAR FACILITIES

Purpose: To obtain Commission approval to publish for public comment
proposed amendments to 10 CFR Parts 30, 40, 50, 51, 70,
and 72 setting forth technical and financial criteria for
decommissioning nuclear facilities.

Category: This paper covers a minor policy question requiring
Commission approval. Resource estimates: Category 1,
preliminary.

Issue: Should finamcial assurance for decommissioning be required

s e ~~ ——and-should more specific technical requirements for-decom=— —————

missioning be codified.

Discussion: Background. In March 1978, the Commission announced in the
ederal Register (43 FR 10370) i1ts intention to reevaluate
1ts decommissioning policy and to consider amending its
regulations in this regard. Additionally, on June 22, 1979
(44 FR 36523) the Commission responded to a petition for
rulemaking (PRM 50-22) concerning decommissioning financial
assurance, filed by the Public Interest Research Group,
et al., on June 5, 1977, by granting that issues and funding
alternatives raised by the petitioners would be considered
within the context of this decommissioning rulemaking. The
policy reevaluation included the development of an infor-
mation base, a series of studies by Battelle Pacific
Northwest Laboratcries on the technology, safety and costs of
decommissioning various types of nuclear facilities, and the
preparation of a draft generic environmental impact statement
(January 1981). Development of the data base 1s essentially
complete. The staff believes it is appropriate at this time
to publish a proposed rule setting forth decommissioning

Contacts:
K. G. Steyer, RES, 443-7918
CQ R. "lttseﬂ, RES. 443-79]0




The Commissioners

e

criteria for nuclear facilities. This includes all facilities
except waste disposal facilities which have been covered
separately in Parts 60 and 61. Also, major decommissioning
issues such as financial assurance are already covered for
uranium mills by Appendix A of Part 40.

Five major issues evolved from the policy reevaluation, namely,
alternative methods of decommissioning, timing, planning (at
11censing and just prior to decommissioning), financial
assurance, and acceptable levels of residual radicactivity for
release of property for unrestricted use. More specific
requirements and guidance are needed in these areas.
Additionally, in light of the information in the data base

and the draft generic environmental impact statement and as

a result of the requirements in the proposed amendments, it
became apparent that environmental review requirements related
to NEPA could be reduced. This proposed rule addresses all of
these issues except that of residual radiocactivity limits,
which 1s being addressed in a separate rulemaking as an
amendment to Part 20,

Proposed Regulations. In the areas of decommissioning

alternatives and timing it 1s proposed that all alternatives
be defined as leading to release of the site for unrestricted
use and termination of license. Delays in attaining
unrestricted release conditions would be limited to situations
where there is a compensating benefit such as redlced
occupational exposures.

Planning would be more completely specified both at the
licensing stage and at the end of operation. Information on
funding methods for providing financial assurance for decom-
missioning would be submitted in applications for operating
licenses and by existing reactor licensees within two years
of the effective date of the rule. This information would
show how reasonable assurance of funds for decommissioning
will be provided, and would be in the form of a funding plan
proposing an appropriate level of assurance based on a cost
estimate for the particular facility or, in the case of power
reactors, may consist of a certification of financial
assurance in a prescribed amount proposed at $100 million
using a funding method acceptable to the Commission,

For those materials facilities where major decommissioning
costs are likely, financial assurance for decommissioning would
also be required. Applicants and licensees (within one year)
would be required to submit either a certification of financial
assurance in a prescribed amount or a funding plan showing
reasonable assurance of funds for decommissioning. Certain of
these licensees, specified in the rule by types and gquantities
of materials, would be required to submit a funding plan rather
than the certification at the time of license renewal to better
assure that the funding level is apprepriate for the specific
facility.
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All licensees would be required to keep records of
information important to decommissioning in order to
minimize both the costs and health and safety impacts
of decommissioning.

Under the proposed amendment, decommissioning plans would
be submitted at the end of operation by Part 50 and 72
licensees whether or not the actual dismantliing is to be
delayed. Thus, decommissioning alternatives involving
delay could be used only with Commission approval.

Under the existing regulations, the ultimate disposition
need not be planned at the end of operation, Reactors can
be put into "storage“ indefinitely, normally with

an amendment to “possession-only" status; plans are then
submitted only when the licensee desires to dismantle.
Under the proposed amendments, a safe storage period

would still be allowed when appropriate and in this

case more detailed plans and specifications for the

actual dismantlement procedure could still be deferred
until needed. (These could be considered an addendum to
the decommissioning plan and the timing for this would be
spelled out in the plan.) The proposed rule also codifies
in more detail the contents of decommissioning plans. In
Parts 30, 40, and 70 plans for decommissioning would be
required only when a s1gn1f1cant health and safety question
may exist, TR S

A means of providing financial assurance for decommissioning
will be provided by a decommissioning funding plan or a
certification of financial assurance., A number of acceptable
methods are specified in the proposed rule amendments with
some differences for utility licensees versus non-utility
licensees. While it 1s believed that these methods provide
reasonable assurance that licensees will have funds available
when needed to perform decommissioning, they do not create a
lien on the property or constitute an absolute guarantee

that protected priority money will be available solely for
the purpose of decommissioning. A regulatory guide is being
prepared which will identify various types of responsible
organizations, such as, for example, chartered banks and
I1censed insurance companies, with which financial assurance
arrangements acceptable to the Commission may be made. The
guide also indicates how cost estimates submitted as part of
a funding plan can be based on generic studies adjusted for
facility specific differences such as reactor size, local
labor costs, and differing waste disposal charges and cost of
energy. The issue of which specific funding methods should
be allowed for utilities has been of particular interest and
1s discussed in an Appendix for Commission information,

The draft Federal Register Notice includes a specific request
for comments on this issue as well as on the issue of whether
to include the option of providing financial assurance in a
prescribed amount.



The Commissioners

-4-

The proposed rule would reduce specific environmental review
requirements in the area of decommissioning. Decommis-
sioning of reactors and certain materials facilities would no
longer reauire environmental impact statements. Instead, in
accordance with the procedures in revisea Part 51, an
environmental assessment woulo be prepared which would
supplement the environmental impact statements previously
prepared in connection with the issuance of the construction
permit or operating license for the facility. Although this
environmental review procedure is expected to accommodate
most decommissioning actions, it should be noted that unaer
the criteria in revised Part 51 an environmental assessment
may result in a conclusion that an environmental impact
statement is required in the particular circumstances of the
proposed Federal decommissioning action, (Environmental
impact statements would continue to be required for the
decommissioning of waste disposal facilities only.)
Information on environmental impacts would be submitted by
licensees as a supplement to previously submitted environ-
mental reports.

Resource Requirements

The proposed rule will have some impact on manpower needs

“in NRR, NMSS, the Regions, SP, IE, and RES. Because the

rule woula provide for more efficient ana effective licensing
action at the time of decommissioning and reduces some
requirements for environmental reviews, the overall net change
in manpower needs as a result of this rule if made effective
1s estimated to be insignificant over the long term. The most
significant impact on resource requirements is the review of
decommissicning funaing plans for existing licensees. This is
estimated to involve approximately 5 man-years effort per year
over a 2-5 year perioa following the effective date of the
final rule (24 man-years total), these responsibilities being
in NRR, NMSS, the Regions, and SP (SP will review funaing
methods for reactors and may provide assistance to NMSS or the
Regions in this area).

In adaition, a number of regulatory guides are plannea to be
published in connection with this rule. Updating of the
information base which aids in the development and review of
decommissioning cost estimates is also pianned. This would
require manpower in RES, NRR, and NMSS, a continuation of the
present level for these activities of 5 man-years per year
over the next few years, Even if no adaitional rules or
regulatory guides were to be published resource requirements
related to decommissioning would increase in the future as
more major facilities reach the ena of operating life,
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Recommendations:

That the Commission

1. Approve publication of a notice of the proposed
amendments in the Federal Register (Enclosure A);

2.

Note:

(2)

(b)

(d)

(e)

The notice of proposed rulemaking in
Enclosure A will be published in the
Federal Register with a 90-day comment

period.

A preliminary analysis has been made on

the impact of the proposed rule, if adopted,

on small entities. It is not expected that
there will be a significant impact on a sub-
stantial number of small entities. However,
since definitive information is not available,
comment will be requested specifically of small
entities. The Chief Counsel for Advocacy of
the Small Business Administration will be
informed of the rule and the analysis of
impacts on small entities.

A draft generic environmental impact statement
(DGEIS), NUREG-0586, was published in January
1981 and made available for public comment in
February 1981 (46 FR 11666). The proposed

rule reflects comments received on the DGEIS.

The Agreement States have reviewed a draft of
the proposed rule and will be informed when the
proposed rule is published. The final rule
will be made a matter of compatibility for
Agreement States.

The Subcommittee on Nuclear Regulation of the
Senate Committee on Environment and Public Works,
the Subcommittee on Energy and the Environment of
the House Interior and Insular Affairs Committee,
the Subcommittee on Energy Conservation and Power
of the House Energy and Commerce Committee, and
the Subcommittee on Energy, Nuclear Proliteration
and Government Processes of the Governmental
Affairs Committee will be informed of the
Commission's action by letter such as Enclosure C.
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Scheduling:

Enclosures:
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(f)

(9)

(h)

(1)
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This proposed rule amends information
requirements that are subject to the
Paperwork Reduction Act of 1980 (44 U.S.
C. 3501 et seq.). The proposed rule has
been submitted to OMB for review and
approval of the information collection
requirements,

The Federal Register notice of proposed
rulemaking wili be distributed to affected
licensees and other interestea parties,

A public announcement, such as Enclosure D,
will be issued at the same time the notice
of proposed rulemaking is published in the
Federal Register,

A copy of the proposed rule was provided to
the ACRS for their information. The ACRS
indicated that they did not need to review
the proposed rule,

If scheduled on the Commission agenda, recommend this
paper be considered at an open meeting. No specific
circumstance is known to staff which would require

Commission action by any particular date in the near

term,

’

A

Will Jt Dircks

Executive Director for Operations

Federal Register Notice

Draft Regulatory Analysis

Draft Congressional Letter
Draft Public Announcement



Commissioners' comments or consent should be provided directly
to the Office of the Secretary by Tuesday, October 16, 1984.

Commission Staff Office comments, if any, should be submitted
to the Commissioners NLT Friday, September 28, 1984, with an
information copy to the 0 ce of the Secretary. If the

paper is of such a nature that it requires acdiditional time

for analytical review and comment, the Commissioners and the
Secretariat should be apprised of when comments may be expected.

This paper is tentatively scheduled for discussion at Open
Meetings on Thursday, September 20, 1984 anc Tuesday, October 9,
1984.
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_APPENDIX

DISCUSSION OF METHODS OF FINANCIAL ASSURANCE FUR
DECOMMISSIONING ALLOWED FOR ELECTRIC UTILITY LICENSEES

The methods of providing financial assurance fall into three general
types: (1) deposit cf funds (either at startup or over plant life) into
accounts separate from licensee assets and control; (Z) holaing of funas
by the licensee as part of his assets and under his control, referred to as
internal reserves; or (3) some form of guarantee of funds such as insurance
or sureties, '

The following are the major options considered with regard to funding
requirements for electric utility licensees:

A. Permit licensees to use only those methods in which deposits. are
in accounts separate from licensee control, or guarantee methods
(types 1 and 3 noted above);

B. Same as Option A, except that methods allowing accounts to be
under licensee control (type 2) are also permitted for most
utilities (i.e., not including utilities owning only a single
generating facility). ’

Permitting the licensees to use only those methods indicated in Option A
1s considered to provide better assurance of availability of funds since those
methods are not subject to problems which may occur with a utility's finances.
However, under most assumptions, use of the additional method permitted in
Option B is less expensive by between a factor of 2 ana 3 because a utility
can usvally earn more from 1ts own capital structure than by investing in
higher grade commercial securities outside the company. The recent
promulgation of 10 CFR 50.54(w) which requires that electric utilities
maintain insurance for post-accident decontamination increases confidence in
utility financial viability even under the severe circumstances of an accident.
In agdition, it was concluded by a recent consultant study that even if the
extreme levels of financial stress currently being experienced by some
utilities were to exist at the time a utility needed to decommission a reactor,
the assets of the utility would be more than sufficient to cover decommis-
sioning costs. These factors, coupled with capability of utilities, in
general, to recover costs of providing electricity from their consumers, leads
to the conclusion that an internal reserve also provides reasonable assurance
and 1s more cost effective. Thus, the staff recommends Option B and has
included in the proposed rule internal reserve as an acceptable funding method
for utilities owning more than one generating facility.

In addition to the above, if a utility licensee proposes to delay
completion of decommissfoning, there is the duestion of what funding methods
should be permitted by NRC for maintaining a decommissioning fund during a
long term (30 years or more) decommissioning storage period. There are three
major options for consideration:
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l. Permit licensees to use the methods listed in A above;
2. Permit licensees to use the methods listed in B above;

3. Leave the acceptability of funding methods during long term
storage for case-by-case determination, thus permitting use
of internal reserve if i1t can be shown to provide reasonable
assurance,

Option 2 is not advisable because case-specific consideration may be
important before internal reserve is permitted for a long period after the end
of operation when the reactor is no longer producing revenue., Option 3 allows
the Commission flexibility to consider case-specific information. Internal
reserve may provide an adeguate level of assurance in some cases and potentially
at a lower cost. However, significantly more administrative effort would be
required on the part of Commission staff than with Option 1. Questions relatea
to financial qualifications may have to be considered, although the Commission
is eliminating all review of financial qualifications for utilities at the
operating license stage. Also, periodic review of funding during the storage
period would have to include reconsideration of the adequacy of the internal
reserve method. Since funds (or credited accounts) for decommissioning would
have already been collected during reactor operation, it appears reasonable to
eliminate internal reserve specifically in the regulations for a long term
decommissioning period. Thus, Option 1 is recommended, since a higher level
of assurance will be provided with less administrative effort.

APPENDIX
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NUCLEAR REGULATORY COMMISSION
10 CFR Parts 30, 40, 50, 51, 70, and 72 -

Decommissioning Criteria for Nuclear Facilities

AGENCY: Nuclear Regulatory Commission.
ACTION: Proposed rule.

SUMMARY: The Nuclear Regulatory Commission is proposing amendments to
its regulations that would set forth technical and financial criteria
for decommissioning licensed facilities. The proposed amendments address
decommissioning planning needs, timing, funding mechanisms, and environ-
mental review requirements. The intent of the proposed amendments is to
assure that decommissioning of all licensed facilities will be accomp-
lished in a safe and timely manner and that adequate licensee funds

will be available for this purpose. The proposed rule also contains a _
response to a petition for rulemaking (PRM-50-22), concerning decommis-
sioning financial assurance, initially filed by the Public Interest
Research Group (PIRG), et al. on July 5, 1977.

DATE: Comments must be received on or before [insert a date to allow
90 days for public comment]. Comments received after this date will be
considered if it is practical to do so. Assurance of consideration is
possible only if comments are received on or before this date.

ADDRESSES: Submit written comments to the Secretary of the Commission,
U.S. Nuclear Regulatory Commissicn, Washington, DC 20555, Attention:
Docketing and Services Branch. Copies of comments received and the
generic environmental impact statement may be examined in the Commis-
sfon's Public Document Room at 1717 H Street NW., Washington, DC.

8/17/84 1 Enclosure A
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FOR FURTHER INFORMATION CONTACT: Keith G. Steyer or Catherine R. Mattsen,
Office of Nuclear Regulatory Research, U.S. Nuclear Regulatory Commission,
Washington, DC 20555, telephone (301)443-7910. .

SUPPLEMENTARY INFORMATION:

Background
On March 13, 1978, the Commission published an Advance Notice of

Proposed Rulemaking in the Federal Register [43 FR 10370] stating that
the Commission was reevaluating its decommissioning policy and consider-
ing amendments to its regulations to provide more specific requirements
relating to the decommissioning of nuclear facilities. The plan for the
reevaluation included the development of an ‘nformation base and the
preparation of a generic environmental impact statement (GEIS), and based
on these, fhe development of proposed amendments to the regulations.

The information base for rulemaking is essentially complete and consists
primarily of a series of NUREG/CR reports on studies of the technology,
safety, and costs of decommissioning various kinds of nuclear facilities.

~ These reports were prepared by Battelle Pacific Northwest Laboratories

(PNL).! On February 10, 1981, the Commission announced the availability
of the draft GEIS for public comment (46 FR 11666]. Section 15 of the
draft GEIS recommends certain policy considerations. These recommenda-
tions, as modified by comments received on the draft GEIS and other
sources, provide the basis for the proposed amendments to the Commission's
regulations. _The proposed amendments cover a number of topics related to
decommissioning. However, acceptable levels of residual radioactivity for
release of property for unrestricted use are not being proposed as part
of this rulemaking. This issue will be dealt with in a separate rule-
making action which will propose amending 10 CFR Part 20 to specify limits
of residual radioactivity for decommissioning.

TA bibliography of these reports and other background documents is included
at the end of the supplementary information. These documents are avail-
able for inspection and copying for a fee in the Commission's Public Docu~
ment Room at 1717 H Street NW, washington, DC 20555.

8/17/%4 2 Enclosure A
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In the course of this reevaluation, the staff has maintained a
dialogue with the States and the public during the early, formative time
of decisionmaking on critical issues. Preliminary staff positions on
the major decommissioning issues have been presented in staff (NUREG)
reports.?2

Decommissioning as defined in this proposed rule means to remove nuclear
facilities safely from service and reduce residual radioactivity to a leve)
that permits release of the property for unrestricted use and termination of
license. For the purposes of this proposed rule, the term 'nuclear facilitiss'
s used to refer to the site, buildings and contents, and equipment associ-
ated with any NRC licensed activity.

Decommissioning activities are initiated when a licensee decides to
terminate licensed activities. If nuclear facilities are to be reused
for nuclear purposes, applications for license renewal or amendment or
for a new license are submitted according to the appropriate existing
regulation. Reuse of a nuclear facility for other nuclear purposes is
not considered decommissioning.

These proposed amendments apply to decommissioning of power reactors,.
ndnpower reactors, fuel reprocessing plants, fuel fabrication plants,
uranium hexafluoride production plants, independent spent fuel storage
installations, and non-fuel-cycle nuclear facilities. The decommission-
ing of uranium mills and mil11 tailings, low-level waste burial facilities,
or high-level waste repositories, has been treated in separate regulatory
actions. However, the general technical criteria in this proposed rule
will apply to uranium mills in addition to the technical and financial
criteria contained in Appendix A of Part 40.

The proposed amendments apply to nuclear facilities that operate
through their normal lifetime, as well as to those that may be shut down
prematurely. It is expected that nearly all facilities will operate
through their normal lifetime. However, the activities following prema-
ture shutdown of a facility as a result of an accident are somewhat
different than those of a routine deconmissioning. There are three
stages involved: a stabilization period, during which accident condi-
tions are brought under control if necessary; «n accident cleanup period;

71b1d.
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and a decommissioning period. During the accident cleanup, the major
portion of contamination resulting from the accident is cleaned up and
the associated wastes are processed. Following accident cleanup, the
facility may either be recovered for reuse or be decommissioned. A
detailed study of reactor deconmissioniné following accident cleanup
(NUREG/CR-2601 - Reference 7) indicated that there may be differences in
some of the specific aspects of decommissioning such as the spread of
contamination, waste volumes, exposures, and costs. However, the report
also indicates that the technology exists to accomplish the decommis~
sioning and that the safety and costs of decommissioning following the
accident cleanup do not vary significantly from that following normal
operations.

Current regulations cover the requirements and criteria for decom-
missioning in only a limited fashion. Although decommissioning is not
an imminent health and safety problem, specific requirements related
to decommissioning have had to be determined on a case-by-case basis.
Revision of current regulations is necessary to clarify these require-
ments and to provide for consistent and efficient regulatory actions
related to decommissioning. The necessary amendments could be issued as
a new part of the Commission's regulations. However, the policy devel-
oped as a result of the reevaluation will directly affect licensing
activities under 10 CFR parts 30, 40, 50, 51, 70, and 72. Accordingly,
amendments to each of these parts, rather than a new part, will facili-
tate use by NRC staff and licensees.

Classes of facilities licensed under Parts S0 and 72 are considered
major facilities all of which will require a significant decommissioning
effort. Activities licensed under Parts 30, 40, and 70, however, cnver
a wide range. Termination of the majority of these licenses requires
relatively simple decommissioning procedures. For these reasons it was
necessary to take a somewhat different regulatory approach in these parts
to implement the same generic policy.

Description of Policy and Proposed Rule

Five major issues evolved from the policy reevaluation, namely, decom=
missioning alternatives, timing, planning, financia) assurance, and resi-
dual radiocactivity. In addition, it became apparent that environmental

8/17/84 4 Enclosure A
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review requirements could be reduced. These subjects are discussed in
the following paragraphs.

A. Decommissioning Alternatives .

More than one alternative method of decommissioning may be acceptable
depending on _he type of radioactive contamination present at shutdown
and other factors. The proposed rule indicates that use of alternatives
in which unrestricted release is postponed for a significant period of
- time following cessation of operations would be acceptable in cases
where sufficient benefit results. Possible benefits include such things
as reduction in occupational exposure or waste volume. Alternatives and
factors affecting their acceptability will be dealt with in a revision
of Regulatory Guide 1.86 on termination of licenses for nuclear reactors,
and in a similar document to be developed for materials facilities.

The alternatives considered are essentially the same as those which
have been used in the past except that they have been redefined to include
all activities leading to termination of license in keeping with the defini-

tion of decommissioning contained in this proposed rule.
>

B. Timing
Timing refers to the iength of the decommissioning period, that is,

the time from permanent cessation cf operations to license termination.
Each type of nuclear facility has characteristic radionuclides that will
affect the selection of the decommissioning alternative and the length of
time acceptable to delay license termination. These proposed rules require
that decommissioning begin shortly after permanent cessation of operations
and significant delays in complietion of decommissioning would be accept-
able if there is some compensating benefit. Beyond this, factors affecting
timing will be considered in the related regulatory guides to be issued,
since the acceptability of alternatives and overall timing may involve
case-by-case considerations.

C. Planning
Preliminary planning at the licensing stage and over facility life is

important to ensure that decommissioning can be accomplished safely.
Information on funding methods for providing financial assurance for

8/17/84 5 Enclosure A
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decommissioning will be submitted with applications for new licenses for
production and utilization facilities. For existing licenses under
Part 50, this information will be submitted within a reasonable period
of time after the rule becomes effective. The time period suggested in
"'"Jg?.?.?}.‘d rule is two years. This information will consist of a
cost,for decommissioning either as prescribed in the regulations or as
estimated by the applicant or licensee and a description of the method
of assuring funds for decommissioning.A Applicants for independent spent
fuel storage installation (ISFSI) licenses will include plans for
providing financial assurance for decommissioning in a decommissioning
plan submitted at licensing as is currently required.

Similarly, some material licensees licensed under Parts 30, 40,
and 70 will either provide financial assurance in prescribed amounts or
submit a decommissioning funding plan showing the basis for a proposed
amount. Details of financial assurance requirements are discussed in
the next section.

Licens. .. under Parts 30, 40, 50, 70, and 72 will be required to
keep records which could be important at the time of decommissioning.

_____Applicants and licensees should also consider other aspects of *
operating procedures as well as design features which could facilitate
decommissioning as part of overall programs to protect the health and
safety of the public and to keep radiation exposures and effluents "as
low as reasonably achievable," however, no specific requirements would
be added to the regulations.

Decommissioning plans will be submitted by all Parts 50 and 72
licensees at the time of written notification that the licensee desires
to terminate the license as is the current licensing practice. This
proposed rule would require that this notification be made within two
years following permanent cessation of operation or one year prior to
license expiration, whichever occurs first. For Part 50 licensees, the
present practice would continue of also applying for an amendment to
restrict operation of the facility, thus changing the operating license to
what is referred to as a "possession only" license, under which required
controls and limits are modified as appropriate to planned procedures.
Licensees under Parts 30, 40, and 70 engaged in activities resulting in

8/17/84 6 Enclosure A
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major decommissioning considerations will also submit plans for comple-
tion of decommissioning. These will be required if a potential for
significant health and safety impacts exists and will be submitted promptly
- after the end of operational activities and prior to the 1icense expira-
tion date. ODecommissioning plans will contain sufficient detail to
demonstrate that decommissioning can be accomplished safely. Major elements
of decommissioning plans are specified in the proposed rules. Additional
guidance will be made avaiiable in planned regulatory guides on standard
format and content of decommissioning plans.

In addition to specifying decommissioning plans, other amend-
ments related to license termination are proposed for Parts 30, 40, and
70 primarily for clarity and uniformity. These changes would somewhat
modify the procedures established for the termination of a license
contained in a final rule published on July 15, 1983 (48 FR 32324). The
requirement for notification of intent to terminate contained in
existing paragraph (c) of §§ 30.36, 40.42, and 70.38 will be removed.
Although it may be practical in most cases for operational activities to
cease and initia) cleanup and survey to be completed at least 30 days
prior to ense termination, the‘roquiromcnt as it exists may result in
licensees submitting a separate notification of intention not to renew -
30 days prior to expiration plus the submission of information concerning
residual contamination sometime in the next 30 days. This separate
notification is not considered necessary.

Aaditioral modifications to the requirements contained in existing
paragraphs (d)(2) and (3) of §§ 30.36, 40.42, and 70.38 are made to insert
the standard for submission of decommissioning plans and to clarify =--

1. That, whether or not the licensee has detected residual radio-
activity, the licensee is responsible for controlling the site until the
Commission terminates the license; and

2. That, in all cases, the same standards for termination of license
‘apply, as stated in proposed paragraph (f) of §§ 30.36, 40.42, and 70.38:
that radioactive material has been properly disposed of, reasonable effort
has been made to remove any residual contamination, and information exists
which demonstrates that the premises are suitable for release for unre-
stricted use.
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D. Financial Assurance

The objective of the proposed rule on financihg the decommissioniné
of nuclear facilities is to require licensees to provide reasonable assur-
ance that adequate funds are available to ensure that decommissioning
can be accomplished in a safe manner and that lack of funds does not result
in delays that may cause potential health and safety problems. The licensee
is responsible for completing decommissioning in a manner that protects
health and safety. At this time the Commission wishes to make clear that
the issues raised by the recent decision of the U.S. Court of Appeals for
the District of Columbia Circuit in Ne _England Coalition on Nuclear
Pollution, et al. v. Nuclear Regulatory Commission et al., No. 82-1581
(D.C. Cir, February 7, 1984), which invalidated the Commission's rule
respecting the financial qualifications of electric utilities, fall
outside the scope of this rulemaking proceeding. As explained in the
preamble of the financial qualifications rule (47 FR 13750, March 31,

.. ....1982), it was the Commission's intent to consider.the issue of . -
financial requirements for decommissioning separately in the context of
a generic rulemaking proceeding on decommissioning.

There are several different methods for providing financial assurance.
Because of the variety of facility types and licensee financial situations,
differentl methods are considered acceptable for providing reasonable assur-
ance of the availability of funds. The funding methods specified in the
proposed rule meet the criteria respecting assurance and cost which are
described more fully under the subject heading "Criteria for Funding
Methods." Although the provisions of the proposed rule do not preclude
review of financial qualifications of a licensee with respect to the
ability of the licensee to provide adequate funds to perform decommission-
ing, it is expected that review of a licensee's qualifications will not
be necessary if the licensee elects a funding method specified as accept-
able in § 50.33(k). Paragraph 50.33(f) is amended for clarity only.

Information on funding methods will be provided by all applicants
for operating licenses and existing licensees for production and
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utilization facilities. For electric utility applicants and licensees,
the amount of funds assured can be based either on an amount prescribed
fn the regulations, proposed to be $100 million,® or on a facility-specific
cost estimate. Plans for financial assurance for decommissioning are
already required for independent spent fuel storage instalations.

Certain applicants and existing licensees under Parts 30, 40, and
70 will also be required to submit a decommissioning funding plan. The
rule specifies that funding plans will be required of licensees author-
ized to use unsealed materials of half-life greater than 120 days in
quantities exceeding 10° times the applicable quantities in Appendix C
of Part 20. The note to Appendix C concerning the "rule of ratios" used
for purposes of § 20.303 is not applied in this case. For the purposes
of this requirement, plated foils would not be considered unsealed material.
In Part 40, the funding plan requirement applies to licensees authorized
to use mere than 10 mCi of source material in a readily dispersible form.
If the license authorizes processing of materials, although initially
sealed or non-dispersible, the processing would be assumed to result in
unsealed or readily dispersible material. These licensees will have the
following options: (1) submitting the funding plamn within one year

following the effective date of the final rule or (2) submitting a certi-

fication of financial assurance for decommissioning in an amount of at
least $500,000, within one year of the effective date of the final rule,
deferring the funding plan until appiication for renewal is made. Finan-
cial assurance requirements for mills are contained in Appendix A to
Part 40 and are not covered by this proposed rule.

Certain other materials licensees will be required to submit either
a certification that a means of assuring funds in a prescribed amount
has been provided or a decommissioning funding plan. Licensees using
between 10* and 10° times Appendix C values of unsealed byproduct or
snecial nuclear material must provide assurance of funds in the amount of
$500,000% or submit a decommissioning funding plan. Licensees using
between 10® and 10* times Appendix C values of unsealed byproduct or
special nuclear material or between 10 mCi "and 100 mCi of source material
in readily dispersible form must provide assurance of funds in the amount
of $100,000% or submit a funding plan. Licensees using sealed sources
3The bases for selecting this prescribed amount and those noted below for

materials facilities are described more fully under the subject heading
"Mechanisms for Requiring Financial Assurance."
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containing byproduct material in quantities exceeding 101° times Appen-
dix C values must provide assurance of funds in the amount of $50,000° or
submit a funding plan. .

Th!s proposed rule specifies acceptable funding methods in the
appropriate sections for various types of licensees. In order to assure
that the funds will be adequate at the time of decommissioning, the pro-
posed rule provides that decommissioning funding plans include provisions
for adjusting cost estimates and associated funding levels over the life
of the facility./\Additional guidance on financial assurance is also
planned to be provided in regulatory guides.

At the time of final shutdown, or cessation of operations, decom-
missioning plans, when required, will provide an updated, more accurate
cost estimate, and some adjustment may need to be made in the decom
missioning fund. Parts 50 and 72 specifically state that if an alter-
native is chosen which significantly delays completion of decommissioning,
means must be included to continue periodic review and adjustment of
funding level over the extended decommissioning period. In Part 50,
where internal reserve is allowed for utilities during operation, it

is ;pecifical]y,required that the funds be placed in an account separate

from licensee assets during the prolonged decommissioning period or
that assurance be provided by a surety or insurance method.

E. Residual Radioactivity-

A primary objective after permanent cessation of operations is
authorized termination of a license. For all facilities covered by this.
rule, all premises must be suitable for release for unrestricted use
pefore a license can be terminated. To release property for unrestricted
use a permissible level of residual radioactivity must be established.
These levels are not proposed in this rule, but are being developed in
a separate rulemaking action. In the past, limits have been provided
as guidance in such documents as Regulatory Guide 1.86, and have
sometimes been determined on a case-by-case basis.
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F. Environmental Review Requirements — : o

The proposed rule would reduce the environmental review requirements
(National Environmental Policy Act of 1969, as amended) related to decom-
missfoning by amending Part S51.. -

The overall impacts of decommissioning would continue to be addressed
fn the environmental reviews for the licensing of major facilities. No
additional detail would specifically be required. Except to the extent
required by special circumstances, preparation of environmental impact
statements for the decommissioning of production and utilization facili-
ties and independent spent fuel storage installations would no longer be
required. Instead, in accordance with the procedures in the recently
revised Part 51 of the Commission's regulations, an environmental assess-
ment would be prepared. This environmental assessment would supplement
the environmental impact statements previously prepared in connection
with the issuance of the construction permit and operating license for
the facility. It should be noted that pursuant to criteria in revised
10 CFR Part 51 environmental assessments may result in a conclusion that
an environmental impact statement is required in the particular circum-
stances of the proposed Federal action. Information concerning environ-
‘mental impacts of decommissioning would be submitted by the licensee in
a supplement to environmental reports previously submitted. Environmental
impact statements would continue to be required for the decommissioning
of waste disposal facilities only.

The proposed rule also indicates that there would be no additional
environmental review requirements connected with the new decommissioning
requirements, specifically, that approval of decommissioning funding
plans be categorically excluded from requirements for environmental
impact statements or environmental assessments.

Rationale for the Proposed Rule Changes S L | ey

A. Decommissioning Alternatives S
Decommissioning alternatives are categorized into three major c1assi-

fications which are referred to as DECON, SAFSTOR, and ENTOMB. This

terminology was introduced to reduce the confusion and misunderstanding
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that existed with the previous terms used to designate decommissioning
alternatives. These terms have the following meanings:

DECON is the alternative in which the equipment, structures, and

_portions of a facility and site containing radiocactive contaminants are
removed or decontaminated to a level that permits the property to be
released for unrestricted use shortly after cessation of operations.

SAFSTOR is the alternative in which the nuclear facility is placed
and maintained in such condition that the nuclear facility can be safely
stored and subsequentiy decontaminated (deferred decontamination) to
levels that permit release for unrestrictea use.

ENTOMB is the alternative in which radioactive contaminants are
encased in a structurally long-lived material, such as concrete. The
entombed structure is appropriately maintained and continued surveil-
lance is carried out until the radioactivity decays to a level permit-
ting unrestricted release of the property. This a]ieruative would be
allowable for nuclear facilities contaminated with relatively short-1ived
radionuclides such that all contaminants would decay to levels permissible
for unrestricted use within a period on the order of 100 years.

Based on an analysis of the technical data base, decommissioning _
can be accomplished safely and at reasonable cost shortly after cessation
of facility operation. DECON has certain benefits in that jt would prepare
the property for unrestricted use in a much shorter time period than
SAFSTOR or ENTOMB with acceptable effects on occupational and public
health and safety. Completing decommissioning and releasing the property
for unrestricted use eliminates the potential problems that may result
from an increasing number of sites contaminated with radioactive material,
as well as eliminating potential health, safety, regulatory, and economic
problems associated with paintaining the nuclear facility.

Delay in the completion of decommissioning, as in the case of
SAFSTOR or ENTOMB, would be acceptable primarily for reasons of occupa~
tional health and safety, since it is recognized that with delay there
will be reduction in occupational dose and radioactive waste volume for
some nuclear facilities due to radiocactive decay. In addition, SAFSTOR
may have some advantage where there are other operat1ona1 nuclear facili-
ties at the same site, and may also become necessary in other cases if
there is a shortage of radioactive waste disposal space offsite. The
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appropriate delay will depend on the type of facility and the contaminant
isotopes involved, but should not be greater than about 100 years as this
is considered a reasonable time period for reliance on institutional con-
trol (Ref. 19). One of the difficulties with ENTOMB for aoy complex struc-
ture such as a reactor is that the radiocactive materials remaining in the
entombed structure would need to be characterized well enough to be sure
that they will have decayed to acceptable levels at the end of the surveil-
lance period (up to about than 100 years). If this cannot be done ade-
quately deferred decontamination would become necessary, which could make
ENTOMB more difficult and costly than DECON or SAFSTOR.

B. Timing
The issue of timing concerns what amount of time would be appro-

priate to allow for completion of decommissioning including the entire
period between final shutdown and license termination. The primary
consideration is the decay of radioactivity which may result in reduc-
tions in occupational exposure and waste needing disposal. Facilities
differ regarding the particular radionuclides most critical to decom-
missioning. For 1ight water power reactors Co-60, with a half-1ife of
5.3 years, is the nuclide that has the most effect on decontamination
efforts and is referred to as the critical/abundant nuclide. Other
isotopes that can affect decommissioning efforts are Cs-137 (30-year
half-life) and the long-lived isotopes Nb-94 and Ni-59.

As discussed above, a review of the technical data base shows that,
for DECON, occupational exposure can be kept reasonable. For example,
studies indicate that occupational doses from decommissioning 1ight water
power reactors would be about 400 man-rem per year (1200-1900 man-rem over
4-5 years for large reactors). This is generally less than current annual
doses at operating reactors. SAFSTOR will result in reduced occupational
dose and amount of radioactively contaminated waste. . Based on the half-
life of the critical/abundant nuclide, the reduction of occupational doses
beyond about 30 years would be marginally significant although a signifi-
cant volume reduction in contaminated waste would result from 50 years in
safe storage. It appears that DECON or 30 to 50 year SAFSTOR are reasonable
options for decommissioning a light water power reactor. Generally for
reactors, the overall impact of either of these alternatives is similar,
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with the lower occupational dose and wastes with SAFSTOR compensating for
the costs and uncertainties of controlling the site for a leng period.

The choice of alternative in individual cases will depend qn a number of
factors specific to the particular reactor, site, and time of decommission-
ing, for example, a longer SAFSTOR period may be acceptable if the safety
of an adjacent reactor might be affected by dismantlement procedures.

With regard to the ENTOMB alternative, long-lived activation products
contained in reactor internals, such as Nb-94 and Ni-59, would probably
preclude the use of ENTOMB for power reactors unless reactor internals
were removed. If reactor internals are removed, some method would have to
be provided to demonstrate that the entombed radioactivity will decay to
levels permitting release of the property for unrestricted use within
about 100 years, which, as noted above, would be difficult.

For testing facilities and ISFSIs, occupational doses would be much
less significant and much easier to manage than for power reactors. Thus,
DECON is considered the most reasonable option. SAFSTOR could be justified
in some cases. ENTOMB is not expected to be viable for ISFSIs and is also
unlikely to be a reasonable option for testing facilities as the cost would
not be justified. ) R S ik

For materials facilities associated with licenses under Parts 30,
40, and 70, occupational doses are also quite low in most cases, and
DECON the most Tikely option. SAFSTOR is possible for short-lived
materials, but any extended delay would rarely be justifiable. For
these reasons the proposed amendments to Parts 30, 40, and 70 do not
mention alternatives or have special requirements for extended delays.
If after disposing of inventory and some preliminary decontamination,
contamination from relatively short-lived materials is reported, the
Commission will determine whether allowing a period for decay is an
appropriate means of completing decommissioning. It is expected however
that for most licenses under these parts it will be practical to complete
decontamination to levels suitable for unrestricted release prior to
reporting levels of residual radicactivity to the Commission. A survey
must be carried out and reported on promptly after the end of operations
and prior to the expiration of the license.
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C. Planning

Planning for decommissioning is a critical item for ensuring that
the decommissioning activities can be accomplished in a safe and timely
manner. Development of detailed plans at the application stage is not
possible because many factors (e.g., technology, regulatory reqguirements,
economics) will change before the license period ends. Thus, most of the
planning for the actual decommissioning will occur near final shutdown.
However, a certain amount of preliminary planning should be done at the
application stage.

Preliminary Planning

The availability of adequate funds is important in assuring that
decommissioning will be carried out in a safe and timely manner. There
are also aspects of design and operations that could affect decommission-
ing in terms of improved health and safety and reduction in the amount of
radioactive waste.

Information on decommissioning funding methods, described below,
will be submitted with an application for an operating license for a
production or utilization facility. An application for an independent
spent fuel storage installation will include a decommissioning plan
including financial plans as is presently required. In the case of
existing Part 50 licensees, information on funding methods would need to
be submitted within a reasonable time period following the effective
date of this rule. This information will be provided in the form of a
decommissioning funding plan or, in the case of electric utility applicants
and licensees, may be provided as a certification of financial assurance.
A certification will indicate that the amount prescribed in the regulation,
$100 million, is being used, and will include a gescription of the method
of assuring funds for decommissioning. A funding plan will include an
initial cost estimate and also provide a description of the method of
assuring funds for decommissioning including means of: adjusting cost
estimates and associated funding levels over the 1ife of the facility.
The initial cost estimate is intended to provide an approximate estimate
of the decommissioning cost. Initial estimates may be based on informa-
tion from the literature (e.g., generic studies, licensee models,
experience, etc.) which provide a reasonable estimate of the cost of
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decommissioning. The PNL decommissioning studies can be used for initial
estimates with suitable adjustments for inflation and for site-specific
factors. The proposed regulations require that over the operating life

of the facility, the cost estimate be periodically updated by the licensee
to take into account factors which could affect the cost of decommissioning.
In this manner it is expected that the amounts being assured by the funding
method will reach a level at the end of 1ife which is approximately equal
to the actual costs of decommissioning. Acceptable methods of providing
financial assurance are specified in the rule and are discussed further

in the following section on financial assurances.

For most facilities associated with licenses under Parts 30, 40,
and 70, decommissioning is much less involved, and has much less impact
than the decommissioning of a reactor, for example. A decommissioning
funding plan is being required for certain facilities where decommis-
sfoning costs could be very high. Financial assurance is also required
without the submittal of a funding plan for certain other materials
licensees as discussed in the next section.

The studies performed as part of the policy reevaluation have shown
that facilitation of decommissioning in the design of a facility or during
its operation can be beneficial in reduction of operational exposures and
waste volumes requiring disposal at the time of decommissioning. In addi-
tion, facilitation can improve financial assurance by keeping actual costs
of decommissioning in line with the estimated costs on which the levels of
financial assurance are based. Although no specific requirement is being
proposed, the effects of operational procedures on decommissioning should
be considered by licensees as part of their program to maintain radiation
exposures and effluents "as low as reasonably achievable." The facilita-
tion of decommissioning in the design of facilities can be considered under
the general standard for issuance of license that equipment and facilities
he adequate to protect the health and safety of the public contained in
§§ 30.33(a)(2), 40.32(c), 50.40(a), 70.23(a)(3), and 72.31(a)(10).
Suggestions for facilitation are presented in the PNL studies, including
a preliminary study on facilitation of reactor decommissioning.

In particular, experience has shown that an important aspect of opera-
tion is the maintenance of adequate information on the design and current
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condition of the facility and site, so that decommissioning can be care-
fully planned and carried out. The rule thus specifically requires that
records of relevant operational information helpful in facilitating decom-
missioning be kept. Plans should be developed to collect,” maintain, and
recall records and archive files which include complete as-built and as-
revised drawings and specifications and significant operational occurrences.
" The rule specifically allows the use of references tu relevant inform.
tion and locations in order to avoid unnecessary duplication of records kep:
for other purposes. The rule also specifies that referencing of drawings
need not include indexing of each individual relevant document. The intent
of this requirement is to assure that all important information is kept
until termination of license and that it be readily accessible when needed.

Final Planning I

Final decommissioning planning will involve greater technical detai)
than preliminary planning. Decommissioning plans should be submitted in
a timely way for review and approval prior to the initiation of any major
decommissioning activity to avoid delay of decommissioning after shutdown.

For a power reactor, review and approval could take up to a year. Thus, it

would be beneficial to submit plans a year prior to planned termination of
operation, if possible.

The proposed rule would require decommissioning plans for production
and utilization facilities and ISFSIs to be submitted within two years
following pe- <anent cessation of operation or one year prior to operating
license expiration. The decision as to whether a shutdown will be permanent
is, of course, the licensee's. This provision does not 1imit how long a
licensee can have a facility shut down under his operating license but mean:
only that when a facility is permanently removed from operational status,
plans need to be made as to how the ultimate termination of license will
be attained. Upon approval of the plans, the license will be modified to
reflect the approved decommissioning alternative authorizing continued
possession until the approved alternative has been carried out. This
reflects current licensing practice. For reactors which have permanently
shut down prior to the effective date of the fina) rule, no time limit is
given for application for license termination and no ‘additional planning is
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specifically required until such application is made. However, the Commis-
sion may require additionai planning, particularly in the area of financial
assurance, on a case-by-case basis as appropriate or practical, for partially
decommissioned facilities in line with the policy represented by this rule
if made effoctive.

The level of detail required would be appropriately less for the
delayed decontamination activities if SAFSTOR is the proposec alternative,
however, preliminary aspects of planning would have to be included for the
entire decommissioning procedure. Updated and more complete plans for
delayed decontamination activities would be submitted towards the end of
the safe storage period and would have to be approved by NRC before the
start of the major decontamination activities.

Decommissioning plans must address the following:

1. Decommissioning alternative. A description of the alternative
to be used for decompissioning must be presented. Plans for processing
and disposing of radioactive waste must also be described. Waste disposal
plans must assess the availability of waste burial grounds. If waste
burial space is unavailable, then contingency plans must be presented

that address use of available temporary above-grourd waste storage or
some other method. Depending on a variety of circumstances, temporary
above-ground waste storage may be accomplished offsite or onsite and may
require Commission review and approval.

2. Technical and environmental plans. Controls and limits on

procedures and equipment to ensure occupational and public safety and to
protect the environment during decommissioning must be proposed by the
licensee. As part of this, details of a quality assurance program should
also be submitted. Changes to procedures for safeguarding special nuclear
material should be included when appropriate.

3. Terminal radiation survey. A plan for a final radiation survey

must also be presented to ensure that remaining residual radir sctivity is
within levels permitted for releasing the property for unrestricted use.
Unrestricted access to portions of the property may be desirable prior to
full decommissioning. A separate termination survey would be necessary
for those areas.
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4. Cost estimate. An updated cost estimate must be included along
with a plan to ensure that adequate decommissioning funds are available
to carry out the decommissioning operations. This plan would show how any
deficit in present funding would be covered. If delayed éiconnissioninq
is proposed, a method for securing the fund would be proposed. Plans for
adjusting funds over the storage period are also needed.

For specific licenses under Parts 30, 40, and 70 detailed plans for
the completion of decommissioning are only required where decommission-
ing could significantly increase health and safety impacts over those of
normal operation or if the Commission has previously determined a need for
such plans and required them by a license condition. These plans would
contain essentially the same information as described above for Parts 50
and 72 licenses. For materials licensees, those plans are not required
until after inventories of radioactive materials have been disposed of,
preliminary decontamination procedures have heen carried out, and con-
tamination remaining after these procedures has been assessed. However,
it would be advantageous to licensees and the Commission for decommission-
ing plans to be submitted prior to the end of operational activities, if
possible. It is expected that the need for such a plan will in most cases
be anticipated and that a reasonably accurate appraisal of what will bé
necessary can be accomplished prior to the end of operation. It would
therefore be possible for the licensee to submit plans early and obtain
approval of these plans in time for decommissioning to proceed promptly
following the end of operational activities.

No amendments are proposed which specify limitations on occupational
or public doses or effluents to the environment. It is considered suffi-
cient that the requirements of Part 20 continue to apply until the license
is terminated by the Commission. The proposad planning requirements are
considered appropriate means of assuring that the decommissioning will be
carried out in accordance with Part 20 and specifically that doses will
be kept as low as reasonably achievable.

D. Financial Assurance oo Soren il

In accordance with its responsibilities as defined by the Atomic
Energy Act, the primary responsibility of the NRC with respect %o decom-
missioning is to protect the health and safety of the public. An important
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aspect of this responsibility is to have reasonable assurance that at
the time of termination of operations (including premature closure of
the nuclear facility) adequate funds are available so that decommission-
ing can be carried out in a safe and timely manner. Without this
assurance, there could be uncertainties concerning the availability of
funds at the time of dccomhissioning. These uncertainties are of two
general types. The first is that the financial condition of a particular
organization is difficult to predict years into the future when decom-
missioning is likely to occur. As a result it is possible that there
may be priority or competing claims to these assets. The second type of
uncertainty is the possibility that the nuclear facility could be forced
to shut down prematurely, thus reducing the time for collecting funds.
The availability of funds for post-accident cleanup is related to
financial assurance for decommissioning. The costs of post-accident
cleanup can be substantially larger than the costs of decommissioning
and the availability of funds for accident cleanup can impact a licensee's
capability to decommission the facility following the cleanup. Assurance
of funds for post-accident cleanup is more properly covered by use of
insurance. Post-accident cleanup activities are broader in scope than
decommissioning, that is, they can lead ultimately to either reuse or
decommissioning. Accordingly, the funding requirements for accident
cleanup are not included in this proposed rule but are contained in
10 CFR 50.54(w) which requires that utility licensees for production and
utilization facilities obtain insurance to cover decontamination and
cleanup costs associated with onsite property damage resulting from an
accident. As discussed below, the acceptability of certain of the fund-
ing methods allowed in the proposed regulations depends on this accident
cleanup insurance requirement. Accident cleanup insurance for other
types of 1icensees is under consideration in a separate action; an
advanced notice of proposed rulemaking is being developed.

Mechanisms for Requiring Financial Assurance

As discussed earlier, financial assurance for the decommissioning
of major facilities will be provided by implementation of a funding
method with a funding level based on expected decommissioning costs.
This includes all Parts 50 and 72 licensees, as well as those 1icensees
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under Parts 30, 40, and 70 which are expected to have significant decom-
missioning costs. Electric utility and some material licensees are given
the option of providing financial assurance in a prescribed amount or
submitting a decommissioning funding plan which contains an estimate based
on a facility-specific evaluation. If financial assurance is provided

in the prescribed amount, only a certification pertaining to financial
assurance is submitted.' This approach is proposed in order to minimize
the administrative effort of licensees and the Commission of obtaining
reasonable financial assurance for decommissioning and is based on the
significant data base on decommissioning developed as part of the policy
reevaluation.

The specified amounts are chosen to provide sufficient funds to cover
decommissioning costs for most of the licensees in each category. For
power reactors the amount of $100 million was chosen based on data in
NUREG/CR-0130 and -0672 (References 2 and 3), which analyze the costs of
decommissicning PWRs and BWRs, respectively. This figure also takes
into account escalation of these costs to 1984 dollars, additional costs
of engineering and planning, use of contractors, and variations in local

- w—r———. ... labor rates, in waste transportation costs, and in local power costs.
This amount does not account for costs of shipment of spent fuel which
are assumed to be part of operational costs or the costs of demolition
of nonradicactive structures which is not required for NRC license
termination. For research and testing facilities a specific amount is
not set due to the large diversity of facility types.

The amounts for materials licensees were chosen based primarily on
data in NUREG/CR-1754 (Reference 12) and on licensing experience. Based
on estimates in NUREG/CR-1754, a single major processing laboratory would
cost in a range approaching $100,000 to decommission. It is expected
that the majority of licensees for which a certification of $100,000 is
specified would have only one major laboratory or processing area and a
very limited potential for site contamination. For those licensed mate-
rials for which assurance of $500,000 is specified, it is expected that
several laboratories would typically be involved in radioactive material
processing or handling. In some cases, a large number of individual rooms
or laboratories may be used in connection with licensed activities, however,
only a few would require a major decontamination effort such as the example
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laboratories stucied in NUKEG/CR-1754. The $50,000 specified for
very large sealed sources is based on licensing experience and is the
estimated maximum cost to decommission a large pool-type irradiator.

It is anticipated that these prescribed levels of assurance will be
updated as cost factors change, for example, increase in costs of low-level
waste burial.

0f course, many factors will at!ect decommissioning costs. Licensees
who can demonstrate that the cxpecteﬂ.deconmissioning costs for their
facility are significantly lower than the applicable prescribed amount
have the option of doing so by submitting a decommissioning funding plan.

An additional means of reducing administrative effort which has been
incorporated into the proposed rule is allowing those materials licensees
for which a decommissioning funding plan is required to first supply
financial assurance for $500,000 and delay submitting the funding plan
until application for license renewa) is made, at which time the funding
plan can be more efficiently reviewed together with the renewal
application.

Funding Methods - Rt

The wide diversity in types of nuclear facilities necessitates that
the NRC allow latitude in the use of funding methods. In analyzing fundino
methods which would provide reasonable assurance, NRC has developed the
following major classification of funding alternatives:

1. Prepayment. Cash or other liquid assets that will retain their
value for the projected operating life of the nuclear facility are
deposited prior to startup into an account segregated from licensee assets
and outside its administrative control. Periodic review and adjustment
of the fund is necessary to assure the adequacy of the fund. Prepayment
can be in the form of a trust, certificate of deposit, government security,
escrow account, or government fund.

External sinking funds. The external sinking fund requires

that a prescribed amount of funds be set aside in an account at fixed
intervals over the life of the facility, such that the funds plus
accumulated interest would be sufficient to pay for decommissioning costs
at the time termination of operation is anticipated. The account would
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-

be segregated from licensee assets and outside licensee control. Types
of accounts could be similar to those described above for predayment.

3. Internal reserve. This approach usually uses negative net
salvage value depreciation that allows estimated decommissioning costs
to be accumulated over the life of the nuclear facility. In this method,
the funds are not segregated from the company's assets, rather they are
invested in its assets. At the end gf the nuclear facility's life, bonds
are issued against these assets and the funds raised are used to pay for
decommissioning. This approach can also take the form of a segregated
internal reserve, which is similar to an external sinking fund, except
that funds are held by the company. '

4. Insurance, surety bonds, letters of credit, and lines of
credit and other guarantee methods. Insurance could be used to provide
coverage for premature decommissioning expenses. An-insurance-type
mechanism might also be used for all decommissioning expenses, including
those planned under normal circumstances. The surety bond, credit methods,
and other guarantee methods assures that the decommissioning costs will
be paid should the licensee default. The licensee would still be respon-

sible to pay for decommissioning. With respect to power reactors, it

appears questionable that bonds of the size necessary and for the time
involved will be available. However, surety bonds or credit methods
appear to be available for nuclear facilities that involve smaller costs
and shorter time periods. Contractual arrangements must provide that

NRC be notified prior to cancellation, must ensure that a surety bond or
credit method remains in effect until the license is terminated, and must
be set up such that the beneficiary would be a trustee acceptable to the
Commission.

The types of surety arrangements being considered in this proposed
rule are similar to those contained in the Commissfon's recently enacted
requirements in 10 CFR Part 61. The Commission found in developing those
requirements that self insurance for a private sector applicant or licensee
would not be an acceptable form of surety.

Another potential funding method of this type is for a licensee,
where practical, to obtain a guarantee that the local, state, or Federal
government will assume financial responsibility for decommissioning the
facility. This would most likely be possible when the licensee is a local,
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State, or Feceral agency or a state-affiliated organization, such as a
university or hospital.

Criteria for Funding Methods

The NRC staff considers two primary criteria in evaluating funding
methods. These criteria are the degree of assurance of the availability
of funds and the cost of providing assurance.

The degree of assurance is a li;sure of how effective the funding
method is in providing assurance that funds for decommissioning will be
.available when needed. From the Commission's perspective, assurance is
the most important criterion. : :

Prepayment provides the drcatest assurance that funds will actually
be available for either normal or premature decommissioning since the
necessary funds are depos1ted at startup. Some adjustment will Tikely
be necessary over the period of licensing because of uncertainties in
cost estimates and changes in inflation and interest rates.

The insurance alternative also provides excellent assurance in that
it could provide coverage for premature decommissioning costs and for
_ licensee default. For electric utility licensees, the property damage
insurance required by 10 CFR 50.54(w) provides reasonable assurance of
funds for the potentially large costs of decontamination leading up to
premature decommissioning. In some instances, such as in the case of
government licensees, guarantees of financial responsibility by the
appropriate local, State, or Federal government entities are considered
adequate in providing assurance. As discussed above, self-insurance is
not considered adeguate.

Surety methods (for example, surety bonds, lines of credit, letters
of credit, secured interests, or other guarantees) can provide adequate
assurance to cover default for those licensees to whom they are available.
 Mowever, from the standpoint of acceptability, sureties have certain dis-
advantages that must be considered. In particular, contractual arrange-
ments will have to be written such that the surety bond or credit
mechanism cannot be terminated by the surety company or bank prior to
other arrangements being made, that a surety bond or credit mechanism
remains in effect until the license is terminated, and that the surety
company itself is financially stable.
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The external sinking fund option provides a good level of assurance.
Because the external sinking fund is held outside the licensee's assets
and control, it would not be vulnerable under most 1ikely trust arrange-
ments if the Ticensee went bankrupt. On the other hand, in the event of
premature decommissioning, there would be a greater Tikelihood than with
the prepayment method that jnsufficiont funds had been accumulated. This
situation would be mitigated if the fund was either structured so that
higher payments were made earlier 1n a facility s life. or coupled with a
deposit or insurance or surety.

Providing lesser assurance is the internal reserve. Under normal
circumstances, the interna)l reserve would be similar to the external
sinking fund in the pattern of funds set aside and should provide ade-
quate funds if a nuclear facility is decommissioned at the end of its
expected life. However, because it depends on financing internal to the
licensee, the internal reserve is vulnerable to events or situations
that undermine the financial solvency of a licensee. A bankrupt or
financially troubled licensee would have difficulty in raising capital
against its decommissioning reserve and even a segregated internal
“reserve fund may not be available to pay for decommissioning costs.

Thus, the internal reserve is acceptable only if supplemented by a
mechanism providing additional assurance such as insurance or surety
arrangement.

For electric utilities, the insurance required by § 50.54(w)
is considered sufficient to allow the use of internal reserve. For
other licensees, internal reserve would not provide adequate assurance
unless backed up by a surety or insurance covering decommissioning costs.
In this case, however, it is the surety or insurance that provides the
assurance; although the licensee may use an internal ‘reserve to accumu-
late funds, only the surety or insurance need be reported to NRC.

Cost of assuring funds is an important consideration-from the
standpoint that an alternative must be reasonably cost effective in order
to be acceptable. Cost of a2 funding method is defined as the incremental
revenue requirements tha* result from using a particular funding method,
other factors being equal. (Administrative costs to the NRC and other
regulatory agencies are also included.) Cost is sensitive to even
relatively smal] variations in assumed inflation rates, interest and
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discount rates, expected facility life, Federal tax policies, deprecia-

tion and amortization schedules, and other accounting procedures. Based
on these variations, each of the funding alternatives has a fairly wide

calculated cost range. Taxation policies can have a significant effect

on the cost of funding alternatives. '

The internal reserve method tends to be less expensive than external
sinking funds or prepayment since a company can normally earn more from
its own capital structure than by ifvesting in higher grade commercial
securities outside the company. The cost of guarantee methods, such as
sureties, letters of credit, or insurance, would be in addition to normal
decommissioning expense.

Funding methods considered acceptable in providing reasonable levels
of assurance may be different for different types of facilities. For
example, the situation for a large power reactor, can be significantly
different than that for a small testing facility. Generally for power
reactors, state utility commissions regulate retail rates thus permitting
utilities to recover the cost of providing electricity from their customer
the decommissioning costs are higher, and the licensees are required by
10 CFR 50.54(w) to carry insurance for post accident decontamination and
cleanup. Even financially troubled utilities have sufficient assets to
cover the costs of decommissioning. Among utilities, there are also
differences, such as multi-asset versus single-asset utilities (i.e., a
utfTity with a single generating facility) or public versus investor-
owned utilities.

Based on the above considerations, this proposed decommissioning rule
permits a range of options which are expected to provide reasonable assur-
ance of the availability of funds for decommissioning. The acceptable
options are specified in the proposed rule. Planned regulatory guides will
provide guidance on how these funding methods will be implemented. These
requirements and the planned accompanying guidance are similar to those for
10 CFR Part 61.

Periodic Review

The proposed rule would require that decommissioning funding plans
contain provisions for periodic review and adjustment in order to assure
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that funds will be adequate at the time of decommissfoning. Appropriate
periods for review and the leve) of effort necessary will vary for
different types of licensees and financial considerations.* For many cases
routine adjustments for changes in inflation and interest rates might be
done annually by the licensee and could be reported in the annua) financial
report without the need for NRC approval. A technical review of the
information in the preliminary plans_or the cost estimate for a funding
plan could be done less frequently and submitted to NRC for approval.

For the shorter term materials liccnsci. the renewal process may be
sufficient for technical reviews.

Existing Licensees "I ST ——
Particular consideration has been given to the case of existing
licensees whose funding methods will need to provide an adequate level of
assurance within a shorter time frame. The proposed rule would require
that a funding method be proposed within two years following the effec-

tive date of this rule for production and utilization facilities and
within bne year for other licensees for which it is required and estab-
lished as soon as approved by NRC. For funding methods in which funds
would normally be accumulated over the entire life of the facility,

larger periodic payments would, of course, be necessary in order to
accumulate the total decommissioning costs within the remaining lifetime
of the facility. When such methods are not coupled with a surety or other
guarantee as is allowed in the case of utilities, adequate assurance
should be provided by building up the fund to the level that would have
been attained if accumulation of funds had been started at the beginning
of facility life. Establishment of these decommissioning funds by use

of prepayment or accelerated sinking fund by all existing licensees,
within a short time following issuance of this rule could have a
significant impact on capita) markets. To alleviate this impact,

existing l1icensees with estimated decommissioning costs of 5 million
dollars or more would be allowed to accumulate an adequate decommissioning
fund, as discussed above, over a reasonable period of time following the
initial establishment of the fund. If more than 5 years remain prior to
license expiration an acceptable period of time would be 5 years or one-
third of the remaining license period, whichever is greater,
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Extended Decommissioning Perioc S o
when decommissioning is to be carried oul over an extended perio
of time such as with SAFSTOR, the proposed rule would requirg that the
decommissioning fund be in an external account unless assurance is being
provided by a surety, insurance, or certification method.  In this way,
for a facility which is nc longer producing revenue, the funds would be
protected irrespective of licensee stability. This would be done at the
pbeginning of the storage or survcilf;oco period. Review and adjustment
of funding level must continue over the extended decommissioning period.

Reguest for Comment L e ,

The regulatory approach for assuring funds for decommissioning has
been particularly difficult to resolve. The issues of concern are: which
funding methods to allow for utilities during operation and during any lon¢
term decommissioning, and whether to set a prescribed amount for the level
of assurance. Additional information and comments are specifically
requested by the Commission on the costs and adequacy of assurance of the
various funding methods.

PIRG, et al., Petition for Rulemaking, Docket No. PRM-50-22. _
On July 5, 1977, as supplemented October 7, 1977, and January 3,
1978, the Public Interest Research Group (PIRG), Arizonans for Safe
Energy, Citizens United Against Radioactive Environment, Community Action
Research Group, Critical Mass Energy Project, Environmental Action Foun-
dation, Environmental Action, Inc., New Mexico Ppublic Interest Research
Group, New York Public Interest Research Group, North Anna Environmenta!l
Coalition, Texas Public Interest Research Group, and National Consumer
Law Center Energy Project (hereinafter the ‘petitioners'), petitioned
the Commission to initiate rulemaking to promulgate regulations for

nuclear power plant decommissioning which would require plant operators
to post bonds, to be held in escrow, to ensure that funds would be
available for proper and adequate isolation of radioactive material upon
each plant's decommissioning. On June 22, 1979, the Commission pub~
lished in the Federal Register (44 FR 36523) a partial denfal of the
petitioners' request. In this notice the Commission specifically denied
the petitioners' request to immediately initiate rulemaking to implement
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a specific decommissioning funding plan that would reguire nuclear power
plant operators to post surety bonds to cover decommissioning costs. The
Commission granted the petitioners' reguest to reconsider {he adequacy of
its regulations on decommissioning. The Commission indicated that other
issues and funding alternatives raised by the petitioners would be con-
sidered within the context of the NRC decommissioning rulemaking
proceedings. _

In addition to surety bonds, tﬁz,potitioncrs advanced two other
options to finance nuclear power reactor decommissioning: (1) funds in
an amount sufficient to pay for projected decommissioning would be set
aside in an escrow account before commencing reactor operations, and (2)
funds would be accumulated in a sinking fund during the 1ife of the plant
supplemented by a surety arrangement as necessary to allow for the risk
of a 1icensed utility going bankrupt before the sinking fund had accumu-
lated sufficient funds. The petitioners indicated that the require-
ments should apply to existing licensees as well as future licensees.

The petitioners also raised the issue of the Commission's jurisdiction to
regulate the arrangements for decommissioning. The original petitioners
joined by others, submitted comments in response to the Federal Register -
notice (44 FR 36523, June 22, 1979). These comments were received on
November 21, 1979. The comments discussed NPC's jurisdiction to promul-
gate rules mandating specific requirements covering decommissioning costs,
the need for NRC to establish a rule requiring its licensees to make spe-
cific financial plans to meet decommissioning costs, surety bonds as a
supplementary option, and the disadvantage of unfunded alternatives.

The PIRG petition and the petitioners' supplementary comments were
considered in the development of this proposed rule. The Commission
agrees that its regulations should be amended to require that licensees
plan for decommissioning and provide reasonable assurance that funds will
bs available to cover decommissioning costs when needed. For reasons
discussed in the previous section, the Commission does not belfeve it is
necessary, or desirable, to require a specific financial method for col-
lecting decommissioning funds. The proposed amendments would require
licensees to submit a cost estimate and a proposed financial method for
assuring that funds will be available for decommissioning. A number of
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acceptabie methods are indicatec. The Commission will review the licensee:
funding methoos and evaluate them with respect to the new requirements.

A licensee's method for providing decommissioning funds must be acceptable
__to the Commission. This procedure covers all applicants for operating
licenses and existing licensees under Part 50. To the extent that the
petitioners would require promuigation of a specific method for financing
power reactor decommissioning, the petition is denied. To the extent

that the proposed amendments would allow consideration of the petitioners
sugq‘stod financing methods, including surety bonds if they are available,
the petition is granted. This action would complete NRC consideration

of the issues raised in PRM-50-22. !

E. Residual Radioactivity Levels poll TS I o
Although residual radioactivity 1imits are being developed in a

separate action, much consideration has been given to this issue as part
of the overall reevaluation of decommissioning policy. Although an upper
1imit in terms of dose is being considered, actual levels attained in

any case should be as low as reasonably achievable. Based on the infor-
mation developed, it is expected that contamination levels considered
suitable for release for unrestricted use will not be changed signifi-
cantly enough to affect cost estimates for decommissioning, nor conclu-
sions of the generic environmental impact statement concerning overall
impacts of decommissioning. Whatever criteria are applicable, the survey
which verifies that these criteria are met and serves as the primary
basis of termination of the license must be carefully designed to provide
a high degree of reliability. '

F. Environmental Review Reguirements et o b NS
In the course of development of this proposed rule, it became apparent

that the requirements for environmental reviews related to decommissfoning

could be reduced. .= '

Environmental Review Requirements at Licensing Ht
Decommissioning is the inevitable result of having built and cperated
a nuclear facility. The GEIS and its supporting technical data base
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assessec all of the costs and environmental impacts occurring at the time
of decommissioning. These overall impacts, although dependent on the
specific decommissioning procecures, are essentially the result of opera-
tion and accordingly should be addressed prior to licensina.

As is the present licensing practice, environmental reports and
environmental impact statements which are developed in connection with
the licensing of major facilities will include the major environmental
impacts expected at doconnissioningf'.Tho major impacts, of which the
wastes needing controlled disposal are the most significant, can be
reasonably assessed. At the time a facility is licensed, however, it is
impractical to plan in detail what specific procedures will be used at
decommissioning since decommissioning will not be carried out until many
years later. Thus, at this time, it is also impractical to attempt to
develop highly detailed analyses of the environmental impacts of specific
decommissioning procedures. Since the GEIS and its supporting data base
showed that the costs and environmental impacts at decommissioning are
smal]l compared to the total costs and impacts of building and operating
a major facility.such a. a reactor, the availability of more ¢:tai »d
information concerning impacts at decommissioning would not a)/e: " *

NEPA cost-benefit balance. Thus, no amendment to the regulatior .-
being proposed in regard to the considegation of decommissioning impacts
in environmental reviews at licensing.

Environmental Reviews at Decommissioning

At the end of operation, when a facility must be docoamissioned
application for termination of license is made and, in the case of major
facilities, a detailed decommissioning plan is submitted. As stated
above, the overall environmental impacts occurring at decommissioning, of
which the radicactive wastes resulting from operation and needing con-
trolled disposal are the most significant, have already been evaluated
in environmental impact statements prepared in connection with the issu-
ance of the construction permit and operating license for the facility.
In view of these circumstances and on the basis of information in the
draft GEIS and its supporting technical data base indicating that the
environmental impacts associated with decommissioning are unlikely to be
significant, the Commission is of the opinion that there is no need,
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absent special circumstances, tc prepare an environmertal impact statement
in connection with the issuance of a license amendment or order authoriz-
ing the decommissioning of @ facility other than a waste disposal facility.
In most cases, preparation of an environmental assessment which supplements
the previously prepared environmental impact statements should be suffi-
cient. The Commission notes, however, that there may be situations in
which the special nature of the decommissioning action necessitates the
preparation of an environmental impact statement.

This proposed rule has been dovelbpcd to assure that decommissioning
can and will be accomplished in a safe and efficient manner and that the
impacts at decommissioning will be minimized to the exten: practicul. The
draft GEIS indicates that for any viable decommissioning zlternative, ra-
dioactivity released to the environment and associated radiation doses are
substantially less than those associated with operation and maintenance of
a reactor during its 1ifetime and that public doses during decommissioning
are negligible (calculated in the background documents as roughly a few
micro-rem to the maximally exposed individual). Occupational doses during
the decouniss1ohing of a reactor are, for the short period c¢f active dis-
mantlement, comparable to that occurring during operation ani maintenance,
and over the longer period of a safe storage period are much Tower.

Since in most instances environmental impacts are unlikely to be
significant enough to warrant the development of an environmeital impact
statement, the rule proposes that the Commission no longer be required
to prepare environmental impact statements in connection with the issu-
ance of license amendments or orders authorizing the decommissioning of
facilities licensed under Parts 50 and 72. Instead, the Commission wouid
prepare environmental assessments which would supplement envircnmental
impact statements previously prepared in connection with the fazility.
Although this environmental review procedure is expected to accommodate
most decommissioning actions, it should be noted that under the criteria
in revised 10 CFR Part 51 an environmental assessment may result in a
conclusion that an environmental impact statement is required in the
particular circumstances of the proposed Federal decommissioning action.
The environmental assessment would be based on information provided by
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the licensee in a supplement to the environmental report submitted at
the decommissioning stage. The information submitted by th¢ licensee
would take account of any changes to the estimated environmintal impacts
based on the information in the decommissioning plan.

The information in the data base and the conclusions of the GEIS
will also assist in evaluating decommissioning plans. If unique methods
are proposed by a licensee which are significantly different from those
studied by the Commission, the Commission retains discretion to require
an environmental impact statement in special circumstances.

Categorical Exclusion from Environmental Reviews i )

The Commission has identified a category of actions connected with
the proposed requirements which appears to meet the criterion for cate-
gorical exclusion set out in 10 CFR 51.22(a). Presently there are
eighteen categories of actions designated as such, thus the following
category of actions is designated Category 19:

s Category of Actions P
i 19, “Approvals of decommissioning funding plans.

Discussion and Finding

Although decommissioning funding plans concern how licensees expect
to carry out the activities required to decommission their facilities,
the approval of these plans does not authorize a licensee to perform
these activities. The principal purpose of considering decommissioning
activities at this time is to provide information which will enable the
Commission to determine whether the licensee's plan for assuring funds
for decommissioning is adequate. Approval of a decommissioning funding
plan affects the financial arrangements of the licensee but does not
affect the scope and nature of the licensed activity. These actions in
and of themselves do not have an environmental impact.

Accordingly, the Commission finds that approvals of decommissioning
funding plans (Category 19) comprise a category of actions which do not
individually or cumulatively have a significant effect on the human envi-
ronment, designates Category 19 as a categorical exclusion, and directs
that Category 19 be listed in 10 CFR 51.22(c) as a categorical exclusion.
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Copies of all other referenced documents mey be purchasec by calling
(301) 492-9330 or by writing to the Publication Services Section, Division
of Technical Information and Document Control, U.S. Nuclear Regulatory
Commission, Washington, DC 20555, or purchased from tne National Tech-
nical Information Service, Department of Commerce, 5285 Port Royal Road,
Springfield, VA 22161.

Environmental Impact Statement: Av;?jlbiligy -

As required by the National Environmental Policy Act of 1969, as
amended, and the Commission's regulations in 10 CFR Part 51, the NRC has
prepared a draft environmental impact statement on the decommissioning
of nuclear facilities.

This draft environmenta)l impact statement is available for inspection
and copying for a fee in the NRC Public Document Room, 1717 H Street Nw.,
Washington, DC. Single copies of the draft environmental impact statement
may be obtained from Car) Feldman, Office of Nuclear Regulatory Research,
U.S. Nuclear Regulatory Commission, Washington, DC 20555, telephone
(301)443-7910.

Paperwork Reduction Act Statement -

This proposed rule amends information collection requirements that
are subject to the Paperwork Reduction Act of 1980 (44 U.5.C 3501 et seq.)
This rule has been submitted to the Office of Management and Budget for
review and approval of the paperwork requirements.

Regulatory Analysis e .

The Commission has prepared a draft regulatory analysis on this pro-
posed regulation. The analysis examines the costs and benefits of the
alternatives considered by the Commission. The draft analysis is
available for inspection and copying for a fee in the NRC Public Document
Room, 1717 M Street NW., Washington, DC. Single copies of the analysis
may be obtained from C. R. Mattsen, Office of Nuclear Regulatory Research,
U.S. Nuclear Regulatory Commission, Washington, DC 20555, telephone
(301)443-7910.
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The Commission requests public comments on the draft regulatory

analysis. Comments on the draft analysis may be submitted to the NRC as
indicates under the ADDRESSES heading. .

Regulatory Flexibilitv Analysis

As requirec by the Regulatory Flexibility Act of 1980, 5 U.S.C.605(b),
the NRC has carefully considered the effect on smal) entities in developing
the proposed rule and has attempted‘;o tier the requirements to reduce
the impact on small entities to the extent possible while adequately
protecting health and safety.

Based on the information presently available, it is not expected
that this proposed rule, if promulgated, will have a significant economic
impact on a substantial number of small entities. Although the impact
may be considered significant to some, for the large majority of small
entities, it is expected to be minimal.

The proposed rulemaking would broadly affect all Commission applicants
and licensees and, because Agreement States will be required to maintain
compatibility with the proposed changes,” the propésed rule would aiso
affect Agreement State applicants and licensees. There are approximately
9,000 Commission licenses, which include about 5200 byproduct material
licenses under Parts 30 through 34, 2,500 medical licenses under Part 35,
400 source material licenses uncer Part 40, 200 production and utilization
Jicenses (including approximately 50 applications in various stages of
review) under Part 50, 700 special nuclear material licenses under
Part 70, and 1 license and approximately 5 potential applicants under
Part 72. Between 11,000 and 12,000 Agreement States' licensees would
also be affected.

The Commission estimates that approximately 43 percent of its
Ticensees would be considered small entities under the criteria set sut
in the size standards by the Small Business Administration in 13 CFR
Part 121 (e.g., for most licensees less than 500 employees, for hospitals
less than 150 beds, and for other medical licensees less than $1.5 million
annual gross receipts). Licensees under 10 CFR Parts 50 and 72 would
not be considered small entities.

A1l licensees including smail entities will be required to keep
records important to decommissioning. In general, for small licensees,
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such recordkeeping is "good practice" and should not constitute a significai.

change in operation. Generally, keeping records important to decommissionii:,

reduces both the costs and health end safety impacts of decommissioning
anc can also result in savings in coses or costs during operation. Costs
of recordkeeping would tend to be recouped either in operation or at
decommissioning.

The changes proposed in this rg]e at the time of termination of
license will affect few small ontitfds. These changes consist primarily
of specifying in more detail contents of decommissioning plans, presently
called "decontamination plans." Although more detailed plans may be
required than have been considered acceptable in the past, there will
also be a reduction in administrative effort because there will be less
uncertainty as to what is expected. Overall, these changes are not
expected to have a significant impact.

The most significant impact of this rule on licensees is likely to
result from the financial assurance requirements. A cost estimate for
decommissioning and a method of providing assurance of funds for decommis-
sioning will be required of roughly 830 Commission licensues of which

“few if ary will be small entities. Roughly another 660 Commission license
including about 280 small entities will have the option of providing
financial assurance in a prescribed amount and submitting a certification
to that effect or submitting a funding plan to support a lewer amount.

A similar number of Agreement State licensees would also be affected.
Those small entities affected would be almost exclusively industrial
licensees. Because the historical information indicates that such small
industrial licensees are the most likely to default, it is particularly
important that financial assurance be provided by these licensees. The
rule allows as much flexibility as possible to licensees for providing
financial assurance, in order to reduce the impact. Also, the economic
impact of making cost estimates can be reduced by using the data base
which has been developed. '

- The cost of this requirement depends on the method used. A surety
or insurance method is 1ikely to be used by small entities; it is esti-
mated to cost approximately 1 to Z% of the face value, or 1 to ZX of
decommissioning costs annually, plus the administrative cost of either
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developing a cost estimate anc reporting on the funding methods to NRC
or of making a certification. The cost of & surety using the prescribed
amounts proposed in the rule would thus be in the range of-$500 - $10,000
per year. For a few small entities affected this would be 2 significant
economic impact, however, these cases would present the highest risk of
default.

A more detailed analysis of 1npacts to small entities is included
in the Regulatory Analysis. x

Because of the widely differing conditions under which the licensees
covered by this proposed regulation operate, the Commission is particularly
seeking comment from small entities as to how the regulations will
affect them and how the regulations may be tiered or otherwise modified
to impose less stringent requirements on small entities while still ade-
quately protecting the public health and safety. Those small entities
which offer comments on how the regulations could be modified to take
into account the differing needs of small entities should specifically
discuss the following items:
(a) The size of their business and how the proposed regulations wou1d

result in a significant economic burden upon them as compared to
larger organizations in the same business community.

(b) How the proposed regulations could be modified to take into account
their differing needs or capabilities. g

(c) The benefits that would accrue, or the detriments that would be
avoided, if the proposed regulations were modified as suggested
by the commenter.

(d) How the proposed regulations, as modified, would more closely
equalize the impact of NRC regulations or create more equal access
to the benefits of Federal programs as opposed to providing special
advantages to any individuals or groups.

(e) How the proposed regulations, as modified, would still adequately
protect the public health and safety.

The comments should be sent to the Secretary of the Commission, U.S.

Nuclear Regulatory Commission, Washington, DC 20555, Attention: Docketing
and Service Branch.
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LIST OF SUBJECTS

- _ part 30 - Byproduct material, Government contracts, Intergovern-
menta) relations, lsotopes, Nuclear materials, Penalty, Radiation pro-
tection, Reporting and recordkeeping reguirements.

Part 40 - Government contracts, Hazardous materials - transportation,

. Nuclear materials, Penalty, Reporting and recordkeeping requirements,
Source material, Uranium. e 21 Bhat e

Part 50 - Antitrust, Classified information, Fire prevention,
Incorporation by reference, Intergovernmental relations, Nuclear power
plants and reactors, Penalty, Radiation protection, Reactor siting crite-
ria, Reporting and recordkeeping requirements.

Part 51 - Administrative practice and procedure, Environmental
-impact statement, Nuclear materials, Nuclear power plants and reactors,
Reporting and recordkeeping requirements. '

Part 70 - Hazardous materials - transportation, Nuclear materials,
Packaging and containers, Penalty, Radiation protection, Reporting
and recordkeeping requirements, Sc1ent1f1c equ1pment Security measures,
Special nuclear material. ‘

Part 72 - Manpower training programs, Nuclear materials, Occupational
safety and health, Reporting and recordkeeping requirements, Security
measures, Spent fuel.

For the reasons set out in the preamble and under the authority of
-the Atomic Energy Act of 1954, as amended, the Energy Reorganization Act
of 1974, as amended, and 5 U.S.C. 553, the NRC is proposing to adopt the
following amendments to 10 CFR Parts 30, 40, 50, 51, 70, and 72.
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PART 30 - RULES OF GENERAL APPLICABILITY TO DOMESTIC LICENSING
OF BYPRODUCT MATERIAL

1. The authority citation for Part 30 is revised to read as follows:
AUTHORITY: Secs. 81, 82, 161, 182, 183, 186, 68 Stat. 935, 948, 953,
954, 955, as amended, sec. 234, B3 Stat. 444, as amended (42 U.S.C. 2111,
2112, 2201, 2232, 2233, 2236, 2282);" secs. 201, as amended, 202, 206,
88 Stat. 1242, as amended, 1244, 1246'(42 U.S.C. 5841, 5842, 5846).

Section 30.7 also issued under Pub. L. 95-601, sec. 10, 92 Stat.
2951 (42 U.S.C. 5851). Section 30.34(b) also issued under sec. 184,
68 Stat. 954, as amended (42 U.S.C. 2234). Section 30.61 also issued under
sec. 187, 68 Stat. 955 (42 U.S.C. 2237).

For the purposes of sec. 223, 68 Stat. 958, as amended (42 U.S.C.
2273), §§ 30.3, 30.34(b) and (c), 30.41(a) and (c), and 30.53 are issued
under sec. 161b, 68 Stat. 948 as amended (42 U.S.C. 2201(b)); and §§ 30.36,
30.51, 30.52, and 30.55 issued under sec. 16lo, 68 Stat. 950, as amended
(42 U.S.C. 2201(0)).

2. Section 30.4 is amended by adding a new paragraph (y) to read
as follows:*

§ 30.4 Definitions.
* * * x >
(y) "Decommission" means to remove (as a facility) safely from
service and reduce residual radioactivity to a level -that permits release -
of the property for unrestricted use and termination-of license. - - ...~

3. Section 30.32 is amended by adding a new paragraph (g) to read
as follows: '

—
Proposed rule changes are shown in comparative text; deletions are
bracketed and lined through and additions are underlined; where exten-
sive revision has been made to existing paragraphs, only the revised
version is shown. Comparative text will be removed before submittal
to the Office of the Federal Register.
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§ 30.32 Application for specific licenses.

= = A x =

~ (g) As provided by § 30.35. certain applications for specific license:

filed under this part and Parts 32 through 35 of this chapter must con-
tain a proposed decommissioning funding plan or a certification of finan-
cial assurance for decommissioning. In the case of renewal applications
sgbmitted before [insert a date one year after the effective date of the
final rule] this submittal may follow. the renewal application but must be.

Avsubmitted on or before [insert a date one year after the effective date
of the final rule]. T

4. Section 30.33 is amended by deleting the word "and" following
paragraph (a)(4), replacing the period following paragraph (a)(5) with a
semi~colon, adding the word “and" following paragraph (a)(5), and adding
a new paragraph (a)(6) to read as follows:

§ 30.33 General requirements for issuance of specific licenses.
(a) An application for a specific license wi1] be approved if:

* .- % " " * -

(6) The applicant's proposed decommissioning funding plan or

certification of financia)l assurance for decommissicning, if required
by § 30.35(a) or (b), includes sufficient information to demonstrate
that the proposed funding method will provide reasonable assurance
that funds will be available to decommission the facility in a safe

and timely manner. . )
* x d * *

5. Section 30.34 is amended by adding new paragraphs (h) and (i)
to read as follows:
§ 30.34 Terms and conditions of licenses.

*x * x * *

(h)(1) Each holder of a specific license issued on or after [insert

a date 1 year after the effective date of the final rule] which is of a

type described in §30.35(a) or (b), shall provide financial assurance for

decommissioning in accordance with the criteria set forth in §30.35.

(2) On or before [insert a date one year after the effective date

of the final rule]. each holder of a specific license of a type described

in § 30.35(a) shal)l submit a decommissioning funding plan or a certification
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of financial assurance for decommissioning in an amount at least equa)
%o $500,000 in accordance with the criteria set forth in § 30.35. If th;
~licensee submits the certification of financial assurance rather than a
decommissioning funding plan at this time, the licensee shall include a
gecommissioning funding pian in any application for license renewal.

(3) On or before [insert a date 1 year after the effective date of
the final rule], each holder of a specific license of a type described
in §30.35(b) shall submit a certification of financial assurance for :

decommissioning or a decommissioning funding plan in accordance with
the criteria set forth in § 30.35. TR, e

(4) As of [insert a date 1 year after the effective date of the
final rule], each licensee covered by §30.35(a) or (b) shall provide
financial assurance for decommissioning as a condition of license. If
a decommissioning funding plan has been submitted to the Commission,

implementing the plan becomes a condition of the license upon approval
of the plan.

(i) Each person licensed under this part or Parts 32 through 35
of this chapter shall keep records of information important to the safe

_and effective decommissioning of the facility in a file explicitly for

this purpose until the license is terminated by the Commission. If

records of relevant informatipn are kept for other purposes, refer-

ence to such records and their locations may be substituted. Informa-

tion the Commission considers important to decommissioning consists of--

(1) Records of spills or other unusual occurrences involving the

spread of contamination in and around the facility, equipment, or site.

‘These records may be limited to instances when significant contamination

_remains after any cleanup procedures or when there ig_{ggsonab1e 1ikeli-
hood that contaminants may have spread to inaccessible areas as in the

case of possible seepage into porous materials such as concrete. These

 records must include any known information on jdentification of involved

nuclides, gquantities, forms, and concentrations. el -
(2) As-built drawings and modifications of structures and equipment
in_high radiation areas and of locations of possible inaccessible contam=

ination such as buried pipes which ﬁay be subject to_contamination. If

_referencing such drawings, it is not necessary to index gach'individua1

relevant document. If drawings are not available, the licensee shall
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substitute appropriate records of available information concerning these

areas and locations.

6. A new § 30.35 is added to read as follows:
§ 30.35 Financial assurance for decommissioning.

(a) Each applicant for a specific license authorizing the possession
and use of unsealed byproduct material of half-life greater than 120 days

and in quantities exceeding‘ms timed .the applicable guantities set forth

in Appendix C of Part 20 shall submit a decommissioning funding plan as_
described in paragraph (d) of this section. Each holder of such a license .
shall provide financial assurance for decommissioning; reguired submittals
for providing financial assurance are set out in § 30.34(h)(2). = _

(b) Each applicant for or holder of a specific license authorizing
boséession and use of byproduct material of half-life greater than 120 day:

and in quantities specified in paragraph (c) of this section shal] either--
(1) Submit a decommissioning funding plan as described in paragraph (.

appropriate assurance will be obtained after the application has been

6f this section; or

(2) Submit a certification that financial assurance for

of this section using one of the methods described in paragraph (e) of
this section. For an applicant, this certification may state that the

approved and the licerse issued but prior to the receipt of licensed =
material.

(c) Table of reguired amounts of financial assurance for decommis-
sioning by gquantity of material.

~ greater than 104 but less than or 500,000

equal to 10° times the applicable
quantities of Appendix C of Part 20
in unsealed form

greater than 103 but less than or $100,000
equal to 104 times the applicable

quantities of Appendix C of Part 20

in unsealed form
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greater than 10!° times the applicable $50,000 i
guantitiec of Appendix C of Part 20
in sealed sources

7 (d) Each decommissioning funding plan must contain a8 cost estimate
for decommissioning and a description of the method of assuring funds for
decommissioning including means of adjusting cost estimates and associated
funding levels cver the life of the facility.
(e) Financial assurance for decommissioning must beTérovided by
one or more of the following methods:

(1) Prepayment. Prepayment is the deposit prior to the start of
operation intc an account segregated from licensee assets and outside
the licensee's administrative control of cash or liquid assets that will
retain their value over the projected operating life of the facility and

that are in amount such that the principal plus accumulated earnings would

be sufficient to pay decommissioning costs. Prepayment may be in the form

of a trust, escrow account, government fund, certificate of deposit, or

deposit of government securities.

(2) A surety method or insurance. A surety method or insurance

is a guarantee that decommissioning costs will be paid should the licensee

default. A surety method may be in the form of a surety bond, letter of

credit, line of credit, secured interest, or other guarantee method.

Any surety method or insurance used to provide financial assurance _

for decommissioning must contain the following conditions: 3 o
(i) The surety or insurance must be npen-ended or, if written for
a specified term, such as five years, must be renewed automatically @
unless 9C days or more prior to the renewal date, the issuer notifies the
~ Commission, the beneficiary, and the licensee of its intention not to L
renew. The surety or insurance must also provide that the beneficiary =
may automatically collect prior to the expiration without proof of for-
feiture if the licensee fails to provide a replacement acceptable to the
Commission within 30 days after receipt of notification of cancellation.
(ii) The beneficiary of the surety or insurance must be a trustee

acceptable to the Commission such as an appropriate state or Federal = e S

government agency or a major financial organization. _ = Py
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(iii) The suretv or insurance must remain in effect until the
Commission has terminated the license.

(3) An extern2) sinking fund in which deposits are made at least

annually, counled with a surety method or insurance, the value of which
T -mé§ decrease by the amount being accumulated in the sinking fund.

An_external sinking fund is a fund established and maintained by the

b;riodic deposit of a prescribed amount into an account segregated from

licensee assets and outside the licensee's administrative control in
© which the total amount of the periodic'deposits plus accumulated earnings
would be sufficient to pay decommissioning costs at the time termination
of operation is expected. An external sinking fund may be in the form of
2 trust, escrow account, government fund, certificate of deposit, or

deposit of government securities.

(4) Ii the case of Federal, State, or local government licensees, a
certification that the appropriate government entity will be guarantor
of decomm1ss1on1ng funds.

(5) Other funding methods which are demonstrated by the
g qullcant or licensee to provide comparable assurance to methods lJisted
in paragraphs (c)(1) through (3) of this section. _.

7. Section 30.36 is revised to read as follows:
§ 30.36 Expiration and termination of licenses.

(a) Except as provided in § 30.37(b) and paragraph [€d3€33] (e) of this
section, each specific license expires at the end of the day, in the
month and year stated in the license.

(b) Each licensee shall notify the Commission [immediately] promptly,
in Q;;iigb under § 30.6, and request termination of the license when the
licensee decides to terminate all activities involving materials autho-
rized under the license. This notification and request for termination
of the license must include the reports and information specified in
paragraphs [€d31(c)(1)(iv) and (v) of this section [-] and a plan for

———“éémgietion of decommissioning if required by paragraph (c)(2) of this

section or by license condition. [Fhe-iicensee-is-subject-to-the

provisions-of-paragraphs-(d)-and-(e)-ef-this-sectioa:-as-app%icab%e:]
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[(ci--No-iess-than-aa-eays-before-the-expiretﬁon-date-specifﬁee-in
g-specific-iicenses-the-iicensee-sr + ~pither - - EeEpe
f13--Scbmit-an-appiicetion- for-iicense-renewai-under-§38-37--or
(2)--Notify*the-€ommissior:-in-writing-under-SserGz-i;-the-4écensee
decides-not-to-rencw-the-itc.nser] Te” e
(€3] (c)(1) If a licensee does not submit an application for
license renewal under § 30.37, the 1jcensee shall on or before the
expiration date specified in the lifénse -
(i) Terminate use of byproduct material;
(ii) Remove radiocactive contamination to the extent practicable
except for those procedures covered by paragraph (c)(2)(i) of this section;

A -

(iii) Properly dispose of byproduct material;

(iv) Submit a completed form NRC-314, which certifies information

concerning the disposition of materials; and ‘
(v) [Submit-a-radiation-survey-report-to-confirm-the-absence-of

radioactive-materiais-or-to-estabiish-the-ieveis-of-residuai-radicactive
contamination] Conduct a radiation survey of the premises where the
licensed activities were carried out and submit®a report of the results
of this survey, unless the licensee demonstrates [the-absence-of-residuad
radioactive-contamination] that the prerises are suitable for release
for unrestricted use in some other manner. The licensee shall, as
appropriate -

(A) Report levels of radiation in units of microrads per hour of
beta and gamma radiation at one centimeter and gamma radiation at one
meter from surfaces, and report levels of radiocactivity in units of
disintegrations per minute (or microcuries) per 100 square centimeters
removable and fixed [en] for surfaces, microcuries per milliliter [4n]
for water, and picocuries per gram for [in-contaminated] solids such as
soils cor concrete; and

(B) Specify the survey instrument(s) used and certify that each
instrument is properly calibrated and tested.

[€23--1f-no-residuai-radicactive-contamination-attributabie-ts
activities-conducted-under-the-3icense-is-detected:-the-iicensee-shai}
submit-a-certification-that-no-detectabie-radiocactive-contamination-was
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foondr--if-the-information-submitted-oncer-this-paragraph-and-para-
graphs-fgifidétvi-and-fvi-of-this-section-is-adequate;-the-Eommiszion
witi-notify-the-iicensee-in-writing-that-the-iicense-is=terminated-
€39€43-~1f-detectadbie-ieveis- of-residuai-radioactive-contamination
gtetributabie-to-activities-conducted-under-the-iicense-are-found;-the
ticense-centinues-in-effect-beyond-the-expiration-date;-if-necessary;
with-respect-to-possession-of-residuai-byproduct-materiai-present-as
eontamﬁnatéon-untii-the-Eommisséon-nbiifies-the-*icensee-in-writing-that

»the-iicense-is-terminated:--anring-thiS-time:-the-%icensee-is-subject-to

the-provisions-of-paragrapn-fed-of-this-sections
€11)--in-addition-to-the-information-submitted-under-paragraphs-£d)
f13€ivi-and-fvi-of-this-section-the-1icensee-shaii-submit-a-pian-for
decontamination;-if-required;-as-regards-residuai-radioactive-contamina-
tion-remaining-at-the-time-the-iicense-expires-]
(2)(i) In addition to the information required under para-
graphs (c)(1)(iv) and (v) of this section, the licensee shall submit
& plan for completion of decommissioning if the procedures necessary
to carry out decommissioning have not beer previously approved by the
NRC, are extensive, and could significently increase potential health
and safety impacts to workers or to the public such as in cases where --

(A) workers would be entering areas nét normally occupied where
surface contamination and radiation levels are significantly higher than
routinely encountered during ocperation; or

(B) procedures could result in significantly greater airborne
concentrations of radicactive materials than are present during opera-

tion; or o g |
~ (C) procedures could result in significantly greater releases of
‘radioactive material to the environment than those associated with

operation; or

(D) procedures would involve technigues not app11ed routinely
during maintenance operations.

~(ii) Procedures with potential health and safety 1mpacts may not

be carr1ed out prior to approval of the decommissicning plan.

(iii) The proposed decommissioning plan, if required by paragraph(c)

(2)(i) of this section or by license condition, must include--
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(A) Discussion of planned decommissioning activities:
(B) Description of methods used to assure protection of workers and

~ the environment against radiation hazards during decommissioning;

(C) A description of the planned final radiation survey: and
(D) An updated detailed cost estimate for decommissioning,

comparison of that estimate with present funds set aside for decommis-

sioning, and plan for assuring the availability of adequate funds for

completion of decommissioning.

(iv) The proposed decommwss1on1ggmp1an will be approved by the
Commission if the information therein demonstrates that the decommis-

sioning will be completed as soon as is reasonable and that the health

and safety of workers and the'pub1ic will be adequately protected.
(3) Upon approval of the decommissioning plan by the Commission, the
licensee shall complete decommissioning in accordance with the approved

plan. As a final step in decommissioning, the licensee shall again submit

the information required in paragraph (c)(1)(v) of this section and shall

certify the disposition of accumulated wastes from decommissioning.

(d) If the information submitted under paragraphs (c)(1)(v) or
(c)(3) of this section does not adequately demonstrate that the premises

are suitable for release for unrestricted use, the Commission will inform

the licensee of the appropriate further actions required for termination

of license.

(e) [Each-%icensee-who-possesses-residuai-byproduct:hateriai-nnder
paragraph-{d)f33-of-this-section;-foiiowing-the-expiration-date-specified
in-the-3icense-shaii---] Each specific license continues in effect
beyond the expiration date if necessary with respect to possession of

residual byproduct material present as contamination until the Commission

notifies the licensee in writing that the license is terminated.

During this time, the licensee shall--

(1) Limit actions involving byproduct material to those related

-to [decontamination-and-other-activities-raiated-to-preparation-for

reiease-for-unrestricted-use] decommissioning; and -

(2) Continue to control entry to restricted areas until they are
suitable for release for unrestricted use and the Comm‘ssion notifies
the licensee in writing that the license is terminated.
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(f) Specific licenses will be terminated bv written notice to the
Jicensee when the Commission determines that--

(1) Byproduct material has been properly disposed; _°

(2) Reasonabie effort has been made to eliminate residual radio- .
active contamination, if present: and

(3)(i) A radiation survey has been performed which demonstrates
that the premises are suitable for release for unrestricted use; or
(ii) Other information submitted by the licensee is sufficient to

demonstrate that the premises are suitable for release for unrestricted
use.

PART 40 - DOMESTIC LICENSING OF SOURCE MATERIAL

8. The authority citation for Part 40 continues to read as follows:

AUTHORITY: Secs. 62, 63, 64, 65, 81, 161, 182, 183, 186, 68 Stat.
932, 933, 935, 948, 953, 954, 955, as amended, secs. lle(2), 83, 84,

Pub. L. 95-604, 92 Stat. 3033, as amended, 3039, sec. 234, 83 Stat. 444,
as amended (42 U.S.C. 2014(e)(2), 2092, 2093, 2094, 2095, 2111, 2113,
2114, 2201, 2232, 2233, 2236, 2282); secs. 274, Pub.- L. 86-373, 73 Stat.
688 (42 U.S.C. 2021); secs. 201, as amended, 202, 206, 88 Stat. 1242,

as amended, 1244, 1246 (42 U.S.C. 5841, 5842, 5846).

Section 40.7 also issued under Pub. L. 95-601, sec. 10, 92 Stat.
2951 (42 U:S.C. 5851). Section 40.31 (g) also issued under sec. 122,

68 Stat. 935 (42 U.S.C. 2152). Section 40.46 also issued under sec. 184,
68 Stat. 954, as amended (42 U.S.C. 2234). Section 40.71 also issued
under sec. 187, 68 Stat. 955 (42 U.S.C. 2237). '

For the purposes of sec. 223, 68 Stat. 958, as amended (42 U.S.C.
2273); §§ 4n.3, 40.25(d)(1)-(3), 40.35(a)-(d), 40.41(b) and (c), 40.46,
40.51(a; and (c), and 40.63 are issued under sec. 161b, 68 Stat. 948,
as amended, (42 U.S.C. 2201(b)); and §§ 40.25(c) and (d)(3) and (4),
40.26(c)(2), 40.35(e), 40.42, 40.61, 40.62, 40.64 and 40.65 are issued
under sec. 16lo, 68 Stat. 950, as amended (42 U.S.C..2201(0)). -

9. Section 40.4 is amended by adding a new paragraph (r) to read
as follows:
§ 40.4 Definitions.

* * * * *x
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¥ (r) "Decommission" means to remove (as a facility) saf:ly from
service and reduce residual radioactivity to 2 level that permits
release of the propertv for unrestricted use and termlnatmon ~f license.

———— e —— g

10. Section 40.31 is amended by adding a new paragraph (i) to read
as follows:
§ 40.31 Applications for specific ljcenses.

*x x * . ® *x

(i) As provided by § 40.36, certain applications for specific
licenses filed under this part must contain a proposed decommissioning -
funding plan or a certification of financial assurance for decommissioning. _
In the case of renewal applications submitted before [insert a date one
year after the effective date of the final rule] this submittal may follow_
the renewal application but must be submitted on or before [insert a date
one year after the effective date of the final rule}. _—

11. Section 40.32 is amended by adding a new paragraph (g) to read -
as follows:

§ 40.32 General requirements for issuance of specific licenses.

An application for a specific license will be approved if:

* * x * *

{(g) The applicant's proposed decommissioning funding plan or certi- _
fication of financial assurance for decommissioning, if required by
§ 40.36(a) or (b), includes sufficient information to demonstrate that
the proposed funding method will provide reasonable assurance that funds

~ will be available to decommission the facility in a safe and timely manner.

12. A new § 40.36 is added to read as follows: -
§ 40.36 Financial assurance for decommissioning.

Except for licenses authorizing the receipt, possession, and use of _
source material for uranium or thorium milling, or byproduct material at
msite; formerly associated with such milling, for which financial assurance _
:qujraments are set forth in Appendix A of this part, criteria for pro- _
viding financial assurance for decommissioning are as follows:

8/17/84 51 Enclosure A



[7590-02]

- (&) Each applicant for & specific license authorizing the posses-
sion and use of more than 100 mCi of source material in a readily disper:-

ible form shall submit & decommissioning funging plan. Each holoer of such

_a license shall provide financial assurance for decommissioning; requirec

submittals for providing financial assurance are set out in § 40.41(f)(2).

(b) Each applicant for or holder of a specific license authorizing .

possession and use of quantities of source material greater than 10 mCi

_but less than or egual to 100 mCi iﬁ a readily dispersible form shall
either--

7 (1) Submit a decommissioning funding plan as descr1bed in _paragraph ()
of this section; or

~ (2) Submit a certification that financial assurance for decomm1ssion
ing has been provided in the amount of $100,000 using one of the methods
descr1bed in paragraph (d) of this section. For an applicant, this certifi-

~ cation may state that the appropriate assuranc: will be obtained after the

~application has been approved and the license issued but prior to the

receipt of licensed material.

e (c) Each decommissioning funding plan must contain a cost e§;1mate )

for decommissioning and a description of the method of assuring funds for

~ decommissioning including means of adjusting cost estimates and associated

funding levels over the life of the facility.

(d) Financial assurance for decommissioning must be provided by one

or more of the following methods:

(1) Prepayment. Prepayment is the deposit prior to the start of

__operation into an account segregated from licensee assets and outside

~_the licensee's administrative control of cash or liquid assets that will

 retain their value over the projected operating life of the facility and
that are in amount such that the principal plus accumulated earnings would

__be sufficient Lo pay decommissioning costs. Prepayment may be in the form

~_of a trust, escrow account, government fund, certificate of deposit, or

deposit of government securities.

e ~(2) A surety method or insurance. A surety method or insurance

is a cuarantee that decommissioning costs will be paid should the licensee
default. A surety method may be in the form of a surety bond, letter of

_ credit, line of credit, secured interest, or other guarantee method.
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Any surety method or insurance used to provide financial assurance -

for decommissioning must contain the following conditions: =

(i) The suretv or insurance must be open-ended v:, if written for _

a specified term, such as five years, must be renewed auioﬁatica]lv

. unless 90 days or more prior to the renewal date, the issuer notifies the

Comm1ss1on the beneficiary, and the licensee of its intention not to

renew. The surety or insurance must _also provide that the beneficiary may

automat1ca11y collect prior to the exp1ration without proof of forfeiture

if the licensee fails to provide a replacement acceptable to the Commis=-

sion within 30 days after receipt of notification of cancellation.
(ii) The beneficiary of the surety or insurance must be a trustee

accgptable to the Commission such as an appropriate state or federa)

government agency or a major financial organization. = s

(iii) The surety or insurance must remain in effect unti] the

—Commission has terminated the license. S
(3) An external sinking fund in which deposits are made at least

annually, coupled with a surety method or insurance, the value of which

may decrease by the amount being accumulated in the sinking fund. An

-external sinking fund is a fund established and maintained by the periodic
deposit of a prescribed amount into an account segregated from licensee
assets and outside the licensee's administrative control in which the total

amount of the periodic deposits plus accumulated earnings would be suffi-
cient to pay decommissioning costs at the time termination of operation
i is expect:d. An external sinking fund may be in the form of a trust,
~ escrow acc ount, government fund, certif1cate of deposit, or deposit of

government securities. e il
=t - (4) In the case of Federal, State, or localggovernment Iicensees a.
_certification that the appropriate government ent1ty will be guarantor

of decommissioning funds. o il
g;) Cther funding methods which are demonstrated by the app11cant

or_l]gensee to provide comparable assurance to methods listed in para-
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13. Section 40.41 is amended by adding new paragraphs (f) and (g)
to reac as follows: 2

§ 40.41 Terms and conditions of licenses.

(f)(l) Each holder of a specific license issued on or after [insert

a date 1 vear after the effective date of the final rule] which is covered
NS VQ; §'40 36(@) or (b), shall provide f1nanc1a1 assurance for decommission-
__g,in accordance with the criteria set forth in §40.36.
(2) On or before [insert a date one year after the effective date
of theAfxnal rule], each holder of a specific license covered by § 40.36(a)
sha11 submit a decommissioning funding plan or certification of financial
— assurance for decommissioning in an amount at least egual to $500,000
in accordance with the criteria set forth in § 40.36. If the Jlicensee _
submits .he certification of financial assurance rather than a decommis-
sioning funding plan at this time, the licensee shall include a decommis-
: sioning funding plan in any application for license renewal. Sl
(3) On or before [insert a date 1 year after the efﬁectlve_naxe of

 the final rule], each holder of a spec1f1c license covered by § 40.36(b)

~shall submit a certification of financial assurance for decommissioning
or_a decommissioning fund1ng,p1an in accordance with the criteria set
forth in § 40.36. I L | E
(4) As of |insert date 1 year after the effective date of the final
o ru1e] each licensee covered by § 40.36(a) or (b) shall provide financial
assurance for decommissioning as a condition of license. If a decommis-
| sioni;g funding plan has been submitted to the Commission, implementing
the p1an becomes a condition of the license upon approval of the plan._
(g) Each person licensed under this part shall keep records of
information important to the safe and effective decommissioning of the
facility in a file explicitly for this purpose until the license is
terminated by the Commission. If records of relevant information are

kept for other purposes, reference to such records and their locations

may be substituted. Information the Commission considers important

to decommissioning consists of--

(1) Records of spills or other unusual occurrences involving the

spread of contamination in and around the facility, egquipment, or site.

These records may be limited to instances when significant contamination
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rema1ns after any cleanup procedures or when there is reasonable likeli-

hood that contaminants mav have spread to inaccessible areas as in the

~ case of possible seepage into porous materials such as concrete. These

records must include any known information on identification of involved
nuclwdes quantities, forms, and concentrations.

(2) As-built drawings and modifications of structures and equip-
ment in high radiation areas and of;locat1ons of possible inaccessible
contamination such as buried pipes which may be subject to contamina-
tion. If referencing such drawings, it is not necessary to index each
individual relevant document. If drawings are not available, the
licensee shall substitute appropriate records of available information
concerning these areas and locetions.

14. Section 40.42 is revised to read as follows:
§ 40.42 Expiration and termination of licenses.

(a) Except as provided in § 40.43(b) and paragraph [€d)€33] (e)
of this section, each specific license expires at the end of the day, in
the month and year stated in the license. :

(b) Each licensee shall notify the Commissior [immediateiy]
promptly, in writing under § 40.5, and request termination of the license —
when the licensee decides to terminate all activities involving materials
authorized under the license. This notification and request for termina-
tion of the license must include the reports and information specified in
paragraphs [€d)] (c) (1)(iv) and (v) of this section[-] and a plan for
completion of decommissioning, if required by paragraph (c)(2) of this

section or by license condition. [Fhe-iicensee-is-subject-to-the_

provésions-of-paragraphs-(d)-ane-(e)-of~this-section:*as-appiicab*e.]
[€¢e3] No-iess-than-36-days-before-the-expiration-date-specified-in
a-specific-iicense;-the-iicensee-shaii-either -- St
(i)--Submit-an-app%ication-for-iicense-renewu%-under-g-3673?:-or
-(2)--Notify-the-€ommission;-in-writing-under-g-3676:-1f-the-%icensee
decides-not-to-renew-the-iicenses] = 4 ke
(€3] (c)(1) If a licensee does not submit an application for license
renewal under § 40.43, the licensee shall on or before the expiration
date specified in the license--
(i) Terminate use of source material;
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(ii) Remove radioactive contamination to the extent practicable

excent for those procedures covered bv paragranh (¢)(2)(i) of this

section:

(ii1) Properly dispose of source material;
(iv) Submit a completed form NRC-314, which certifies information

concerning the disposition of materials; and

(v) [Submit-a-radiation-survezfreport-to-confirm-the-absence-of
radioactive-materisis-or-to-estabiish-Lhe-jeveis-of-residuai-radicactive
contamination,] Conduct a radiation sdrvgy of the premises where the
1fcéhsed activities were carried out and submit a report of the results
of'this survey, unless the licensee demonstrates [the-absence-of-resicuad
radioactive-contamination] that the premises are suitable for release for

unrestricted use in some other manner. The licensee shall, as appropriate--

(A) Report levels of radiation in units of microrads per hour of
beta and gamma radiation at one centimeter and gamma radiation at one mete
from surfaces, and report levels of radioactivity in units of disintegra-
tions per minute (or microcuries) per 100 square centimeters removable
and fixed [en] for surfaces, microcuries per milliliter [4n] for water,
and picocuries per gram for [¢n-contaminated] solids such as soils or
concrete; and

(B) Specify the survey instrument(s) used and certify that each
ynstrument is properly calibrated and tested.

E(25--if-no-residuai-radioactive-coﬂtamination-attfibutabie-to
activities-eonducted-nader-the-%icense-is-detected:-the-iicensee-sha%i
submit-a-certification-that-no-detectabie-radicactive-contamination-was
found---3f-the-information-submitted-under-this-paragraph-and-paragraphs
(d)(ii(ivi-and-(va-of-this-section-is-adequate:-the-eommissiun-wi?*
notify-the-%i:ensee-én-wrﬁting-that-the-iécense-is-terminatedf

(35(43--if-detectab%e-ieveis-of—residua*-radioactive-contamination
attributabie-to-activities-conducted-under-the-iicense-are-found;-the
jicense-continues-in-effect-beyond-the-expiration-dates-if-necessary;
with-respect-to-possession-of-residue*-byprvduct-materia§-present-as'
contamination-ontii-the-Eommisséon-notifies-the-ﬁicensee-ﬁn-writing-that
the‘§icense-is-terminatedr--Buring-this-time:-the-%icensee-is-subje:t-to
the-provﬁsions-of-paragraph-(e)-of-thés-sectionr~ P - wepie” AR
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- (iii--in-oaaﬁtion-to°the-inform-téon-submﬁtted-under-paragraphs
tdifiitivi-anc-fvi~of-this-sertron-tne-iicenses-sheii-sabmit-e-pian-for
gecontamination;-if-regrired;-as-regards-residosi-radioactive-contamination
remaining-at-the-time-the-icense-expires:) - -

’ (2)(i) In addition to the information required under para-
graphs (c)(1)(iv) and (v) of this section, the licensee shall submit

~ aplan for completion of decommissioning if the procedures necessary

to carry out decommissioning have not_been previously approved by the
NRC, are extersive, and could significantly increase potential health _
and safety impacts to workers or to the public such as in cases where --
(A) workers would be entering areas not normally occupied where
surface contamination and radiation levels are significantly higher than
routinely encountered during operation; or

fB) procedures could result in significantly greater airborne
concentrations of radioactive materials than are present during opera-

tion; or s
(C) procedures could result in significantly greater releases of
radioactive material to the environment than those associated with -

— ~--— - operation; or - e - —

(D) procedures would involve technigues not applied routinely
during maintenance operations.

(ii) Procedures with potential health and safety 1mpacts mav not

be carried out prior to approval of the decommissioning plan.

~ (iii) The proposed decommissioning plan, if required by;parqgraph(c)
(2)(i) of this section or by license condition, must include--

(A) Discussion of planned decommissioning activities;
(B) Description of methods used to assure protection of workers

and the environment against radiation hazards during decommissioning;

(C) A description of the planned final radiation survey; and

(D) An updated detailed cost estimate for decommissioning,

~_comparison of that estimate with present funds set aside for decommis-

_sioning, and plan for assuring the availability of adequate funds for

completion of decommissioning.
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(iv) The proposed decommiscioning plan will be approved by the

Commission if the information thereir demonstrates that the decommig-

sioning will be completed 2s soon 2% jc reasonable and that the health

—_—

ihd ;;fetv of workers and the public will be adeguately protected.

(3) Uoon aporoval of the decommissioning plan by the Commission, -

the licensee shall complete decommissioning in accordance with the approved

‘plan. As a final step in decommissioning, the licensee shall again submit

the information required in parqgggph-(c)(l)(v) of this section and shall
-;er{{f; the disposition of accumulated wastes from decommissioning.
. (d) If the information submitted under paragraphs (c)(1)(v) or

(c)(3) of this section does not adequately demonstrate that the premises

are suitable for release for unrestricted use, the Commission will inform

the licensee of the appropriate further actions required for termination

of license. .

(e) [Each-iécensee-who-possesses'residuai-source-nateria%-under
pafagraph-(d5(3)°of-this-section:-fo%%owéng-the-expiration~date-specified
inf}hejiicense-shaii -] Each specific license continues in effect bevond

‘the expiration date if necessary with respect to possession of residual
~ source material present as contamination until the Commission notifies

thgﬂ\icensee in writing that the license is terminated. During this time,

thé licensee shall-- —
(1) Limit actions involving source material to those related

to [decontamination-and-other-activities-re*ated-t0°prepafation-for
reiease-for-unrestrécted-use] decommissioning; and

(2) Continue to control entry to restricted areas until they are
suitable for release for unrestricted use and the Commission notifies

the licensee in writing that the license is terminated.
(f) Specific licenses will be terminated by written notice to

the licensee when the Commission determines that-=
(1) Source material has been properly disposed; :
(2) Reasonabie effort has been made to eliminate residual radio-

active contamination, if present; and bl
(3)(i) A radiation survey has been performed which demonstrates

that the premises are suitable for release for unrestricted use; OF
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... (ii) Other information submitted by the licensee is sufficient to

. _ . demonstrate that the premises are suitable for release for unrestricted
use.

PART 50 - DOMESTIC LICENSING OF PRODUCTION
AND UTILIZATION FACILITIES

15. The authority citation for Part 50 continues to read as follows:
AUTHORITY: Secs. 103, 104, 161, 182, 183, 186, 189, 68 Stat. 936, 937,
948, 953, 954, 955, 956, as amended, sec. 234, 83 Stat. 1244, as amended
(42 U.S.C. 2133, 2134, 2201, 2232, 2233, 2236, 2239, 2282); secs. 201,
202, 206, 88 Stat. 1242, 1244, 1246, as amended (42 U.S.C. 5841, 5842,
5846), unless otherwise noted.

Section 50.7 also issued under Pub. L. 95-601, sec. 10, 92 Stat.

2951 (42 U.S.C. 5851). Sections 50.57(d), 50.58, 50.91, and 50 22 also
issued under Pub. L. 97-415, 96 Stat. 2071, 2073 (42 U.S.C. 21:3, 2139).
Section 50.78 also issued under sec. 122, 68 Stat. $39 (42 U.S.C. 2152).
Sections 50.80-50.81 also issued under sec. 184, 68 Stat. 954, as amended
(82 U.S.C. 2234). Sections 50.100-50.102 also issued under sec. 186,

68 Stat. 955 (42 U.S.C. 2236).

For the purposes of sec. 223, 68 Stat. 958, as amended {42 U.5.C.
2273), §§ 50.10(a), (b), and (c), 50.44, 50.46, 50.48, 50.54, and
50.80(a) are issued under sec. 161b, 68 Stat. 948, as amended (42 U.S.C.
2201(b)); §§ 50.10(b) and (c) and 50.54 are issued under sec. 161i, 68
Stat. 949, as amended (42 U.S.C. 2201(i)); and §§50.55(e), 50.59(b),
50.70, 50.71, 50.72, 50.73, and 50.78 are issued under sec. 1610, 68 Stat.
950, as amended (42 U.S.C. 2201(0)).

16. Section 50.2 is amended by adding a new paragraph (y) to read
as follows:
§ 50.2 Definitions.

* *x * * *

o (y) "Decommission" means to remove (as a facility) safely from_“

_ service and reduce residual radioactivity to a level that permits

______release of the property for unrestricted use and term1nat1on of Iicense
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17. Section 50.33 is amended by revising the introductory text of
paragraph (f)(1), revising paragrachs (f)(1)(ii) and (f)(3) and adding
paragraph (k) to read as follows: )
§ 50.33 Contents of applications; general information.

Each application shall state:

* * ' ®x ® ®

(f)(1) Information sufficient to demonstrate to the Commission the
financial qualifications of the applicant to carry out, in accordance '
with regulations in this chapter, the activities for which the permit or
license is sought. However, no information on financial qualifications,
including that in paragraphs (f)(1)(i) and (ii) of this section, is
required in any application, [nor-shaii-any-financiei-review-be-conducted]
if the applicant is an electric utility applicant for a license to con-
struct or operate a production or utilization facility of the type
described in § 50.21(b) or § 50.22, and no review of financial quaiifica-
tions will be conducted, notwithstanding that a cost estimate and funding
method for decommissioning are required of any applicant for an operating
license for a production or utilization facility by paragraph (k) of this
section.

B > B - X

(ii) If the application is for an operating license, the applicant
shall submit information that demonstrates the applicant possesses or
has reasonable assurance of obtaining the funds necessary to cover
estimated operation costs for the period of the license, plus the
estimated costs of decommissioning [permanentiy-shutting] the facility. _
[down-und-maintaining-it-in-a-safe-condition] The applicant shall
submit estimates for total annual operating costs for each of the first
five years of operation of the facility and estimates of the costs to
decommission [permanentiy-shut-down] the facility. [and-maintain-4t-4n

a-safe-condition] The applicant shall also indicate the source(s) of
funds to cover these costs. An application to renew or extend the term
of an operating license must include the same financia: information as

required in an application for an initial license.
* * * * *
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(3) [Except-that-for-eiectric-vtiiity-sppiicants-for-construction
permits-and-operating-iicenses] Tne Commission may ‘request an established
entity or newly-formed entity to sbbmit additional or more detailed
information respecting its financial arrangements and status of funds if
the Commission considers this information appropriate. This may include
information regarding a licensee's ability to continue the conduct of the
activities authorized by the license and to decommission [permanentiy-shot-
down] the facility. [snd-naintuin-ztjin-a-safe-eonditioﬁ. A request for
financial information addressed to an ‘electric utility applicant for a
construction permit or an operating license will be limited to information

directly related to providing financial assurance for decommissioning.
* x - = =

(k)(1) For an application for an operating license for a production
or utilization facility, information on how reasonable assurance will be
provided that funds will be available to decommission the facility. This
information must consist of either a proposed decommissioning funding
plan that contains a cost estimate for decommissioning and a description

of the method of assuring funds for decommissioning including means

of adjusting cost estimates and associated funding levels over the life
of the facility, or, in the case of an electric utility, a certifica-

tion that financial assurance for decommissioning will be provided in

the amount of $100,000,000 using a means acceptable to the Commission

for providing such assurance as specified in paragraphs (k)(2) and
(4) of this section. Lt i
(2) As provided in paragraphs (k)(3) and (4) of this sect1on4 »
financia)l assurance may be provided by the fo1lowinginethods '
(i) Prepayment. Prepayment is the deposit prior to the start of

_operation into an account segregated from licensee assets and outside

the licensee's administrative control of cash or 1iquid assets that

will retain their value over the projected operating,11fe of the facility
and that are in amount such that the principal pluslgccumqlatgd earnings
would be sufficient to pay decommissioning costs. Prepayment may be in
the form of a trust, escrow account, government funqifcg:tificate of

deposit, or deposit of government securities.
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g1 External sinking fund. An external sinking fund is a fund
established and maintained by the periodic deposit of a prescribed

amount into an account segregated from licensee assets and optside
the licensee's adm1n1strat1ve control in which the total amount of the

periodic deposits plus accumulated earnings would be sufficient to pay
decommissioning costs at the time termination of operation is expected.
An external sinking fund may be in the form of a trust, escrow account,
government fund, certificate of depdiit, or depesit of government
securities. '

(iii) A surety method or insurance. A surety method or insurance
is a guarantee that decommissioning costs will be paid should the licensee
default. A surety method may be in the form of a surety bond, letter of
credit, line of credit, secured jnterest, or other guarantee method.
Any surety method or insurance used to provide financial insurance for
decommissioning must ceatain the following conditions:

(A) The surety or insurance must be open-ended or, if written
for a specified term. such as five years, must be renewed automatically
unless 90 days or mocre orior to the renewal date, the issuer notifics the
Commission, the beneficZiary, vho must be a Commission-approved trustee,
and the licensee of its intention not to renew. The surety or insurance
must also provide that the beneficiary may automatically collect prior to
the expiration without proof of forfeiture if the licensee fails to

provide a replacement acceptable to the Commission within 30 days after
receipt of notification of cancellation.

(B) The surety cr insurance must remain in effect unt11 the

(iv) Internal reserve. Internal reserve is a fund estab11shed

and maintained by the periodic deposit or crediting of a prescribed amount

into an account or reserve which is not segregated from licensee assets and

is within the licensee's administrative control in which the total amount

of the periodic deposits or funds reserved plus accumulated earnings would

operation is expected. This method may use negative net salvage value

be sufficient to pay for decommissioning at the time termination of

depreciation in which funds are invested in licensee assets, and at the

~end of facility life, bonds are issued against these assets and the

funds raised are used to pay for decommissioning. An internal reserve
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may also be in the form of an internal sinking fund which is similar to
an externa! sinkinc fund except that the fund is held and invested by
the licensee.

~(3) Except for an electric utility, acceptable methods of providing

financial assurance for decommissioning are--
(i) Prepayment;

(ii) An external sinking fund, 1n which deposits are made at least
annually, coupled with a surety method or insurance, the value of which
may decrease by the amount be1ng~5ccumu1at°d in the sink1ng4fund

(iii) A surety method or insurance; e

(iv) In the case of .ederal, State, or local government licensees,
certification that the appropriate government entity will be guarantor of
decomm1ssioning,funds, and

(v) Other funding methods which are demonstrated by the applicant

or licensee to provide comparable assurance to methods listed in paragraphs

(k)(3)(i) through (iv) of this section.
(4) For an electric ut1lity, acceptable methods of prcv1d1ng
financial assurance for decommiss1on1ng are--

(i) Prepayment; o .
(ii) An externa! sinking fund in which deposits are made at least

annually;
(iii) A surety method or insurance;

(iv) For an electric utility owning more than one generating

facility, an internal reserve in which deposits are made at least
annually; and

__ (v) Other funding methods which are demonstrated by the applicant

__or licensee to provide comparable assuranc: to methods listed in

paragraphs (k)(4)(i) through (iv) of this section.

18. Section 50.51 is revised to read as follows:
§ 50.51 Ouration of license, renewal.

Each license will be issued for a fixed period of time to be speci-
fied in the license but in no case to exceed 40 years from the date of
issuance. Where the operation of a facility is involved the Commission
will issue the license for the term requested by the applicant or for
the estimated useful life of the facility if the Commission determines
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_pgszeen made, application for termination of license pursuant to § 50.82
__qy_g._t pe made no later than one year grior to the license expiration date.

[758C-01)

that the estimated useful life is less than the term requested. Where
construction of a facility is involved, the Commission may specify in
the construction permit the period for which the license will be issued
if approved pursuant to §50.56. Licenses may be renewed by the Commis~
sion upon the expiration of the period. Unless application for renewal

19. Section 50.54 is amended by adding new paragraphs (bb) and (cc)
to read as follows:

§ 50.54 Conditions of licenses.
Whether stated therein or not, the following shall be deemed condi-
tions in every license issued:

* *® ® * *
(bb)(1) Each holder of an operating license for a production or
utilization facility issued on or after [insert a date 2 vears after the _

effective date of the final rule] shall provide financial assurance for

decommissioning in accordance with an approved ‘decommissioning funding plan

or by means of a certification as provided in § 50.33(k)(1). - -
(2) On or before [insert a date two vears after the effective date

of the final rule], each holder of an operating license for a production

or utilization facility in effect on [insert date immediately preceding

~ the date two years after the effective date of the final rule] shall

submit information on providing financial assurance for decommissioning
as specified in § 50.33(k). Upon approval of a decommissioning funding

~plan by the Commission, the licensee shail implement procedures for

providing financial assurance for decommissioning in_accordance with

~ the plan. In each certification of financial assurance, the licensee

shall indicate that the means cf providing financial assurance for

decommissioning are in place.

~_(3) A decommissioning funding plan will be approved if it 1nc1udes -
suff1c1ent information to demonstrate that a reasonable level of assurance

will be provided that fund: -311 be available when needed to cover the

costs of decommissioning.

(cc) Each licensee shall keep records of information 1mportant to

the safe and effective decommissioning of the facility in a file explicitly

8/17/84 64 Enclosure A



for this purpose until the license is terminated by the Commission. If

records of relevant information are kept for other purposes, reference tc

such records and their locations may be substituted. Irfommation the

Commission considers important to decommissioning consists of =--

(1) Records of spills or other unusual occurrences involving the

spread of contamination in and around the facility, equipment, or site.

These records may be limited to instances when significant contamination

remains after any cleanup procedures’'or when there is reasonable 1ikelihood

that contaminants may have spread to inaccessible areas as in the case of

possible seepage into porous materials such as concrete, These records

must include any known information on identification of involved nuclides,
quantities, forms, and concentrations.

(2) As-built drawings and modifications of structures and equipment

in high radiation areas and of locations of possible inaccessible con-

tamination such as buried pipes which may be subject to contamination.

If referencing such drawings, it is not necessary to index each indi-

vidual relevant document. If drawings are not available, the licensee

shall substitute appropriate records of ayailable information concerning
these areas and locations.

20. Section 50.55 is amended by revising paragraph (c) to read as
follows:
§ 50.55 Conditions of construction permits.

Each construction permit shall be subject to the following terms
and conditions:

*x . * x *x
(c) Except as modified by this section and § 50.55a, the construc-
tion permit shall be subject to the same conditions to which a license

is subject, not including § 50.54(bb).

* * x A

21. Section 50.82 is revised to read as follows:
§ 50.82 Applications for termination of licenses.

(a) Any licensee may apply to the Commission for authority to

surrender a license voluntarily and to cdecommission the facility. For a

facility that permanently ceases operation af.er [insert effective date
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of the final rule] this application must be made within two vears follow- _

ing permanent cessation of operations, and in no case later than one vear

~_prior to expiration of the operating license. Each application fer

terminaticn of license must be accompanied, or preceded, by a proposed

e - — -

3 decommissioning plan. For a facility which has permanently ceased

_operation prior to [insert effective date of the final rule], reguire-
ments for contents of the decommwssipn1gg plan as specified in

~ paragraphs (b) through (d) of this section may be modified with approva1
of the Commission to reflect the fact that the decommissicning process

~ description of activities involved. Alternative methods for decom=-

has previously been initiated.

(b) The proposed decommissioning plan must include-- )
(1) The choice of the alternative for decommissioning with a

missioning which significantly delay completion of decommissioning such

- as use of a storage period, will be acceptable if sufficient benefit

results;

~_(2) A description of controls and 1imits on procedures and equip-
ment to protect occupational and public health and safety;

(3) A description of the planned final radiation survey;

(4) An updated cost estimate for the chosen alternative for

~ decommissioning, comparison of that estimate with present funds set

aside for decommissioning, and plan for assuring the availability of

adequate funds for completion of decommissioning.

(c) Cecommissioning plans which propose an alternative th. delays

completion of decommissioning by including a period of storage or long-

term surveillance must provide that--

(1) Funds needed to complete decommissioning be p1aced 1nto an ;
‘account segregated from licensee assets and outside the licensee's admin-

~ istrative control during the storage or surveillance period, or a surety

~ method or fund certif.cation be maintained in accordance with the criteria

of § 50.33(k); and b il
~~ (2) Means be included for adjusting cost estimates and associated

funding levels over the storage or surveillance period.
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(d) For decommissioning plans in which the major dismantlement

activities are delayed by first placing the facility in storage, plan-

nwngrfor these delayed activities mav be less detailed. Upgdated detailed

3 p1ans must be submitted and aporoved prior to the start of these activities,

(e)ﬁ If the decommissioning plan demonstrates that the decommissioning

w111 be performed in accordance with the regulations in this chapter and

will not be inimical to the common defense and security or to the health

'Mand safety of the public, and after not1ce to interested persons, the

Commission will issue an order authorizing the decommissioning.

(f) The Commission will terminate the license if it determines that--

(1) The decommissioning has been performed in accordance with an

approved decommissioning plan and any conditions in the order authorizing

decommissioning; and _

(2) The terminal radiation survey and associated documentation

demonstrates that the facility and site are suitable for release for

unrestricted use. g NI

PART 51 - ENVIRONMENTAL PROTECTION REGULATIONS FOR DOMESTIC

LICENSING AND RELATED REGULATORY FUNCTIONS e —— —

22. The authority citation for Part 51 continues to read as follows:
AUTHORITY: Sec. 161, 68 Stat. 948, as amended (42 U.S.C. 2201);
secs. 201, as amended, 202, 88 Stat. 1242, as amended, 1244 (42 U.S.C.
5841, 5842).

Subpart A also issued under National Environmental Policy Act of 1968,
secs. 102, 104, 105, 83 Stat. 853-854, as amended (42 U.S.C. 4332, 4334,
4335); and Pub. L. 95-604, Title 1I, 92 Stat. 3033-3041. Section 51.22
also issued under sec. 274, 73 Stat. 688, as amended by 7. Stat. 3036~
3038 (42 U.S.C. 2021).

§51.20 [Amended]

23. Section 51..0 is amended by removing paragraphs (b)(5) and (10).
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24. Section 51.22 is amended by adding a new paragraph (c)(19) to
read as follows:

§ 51.22 Criterion for and identification of licensing and ‘regulatory

actions eligible for categorical exclusion.
» x * *x x

(¢) The following categories of actions are categorical exclusions:

v,
x x ® , x *

(19) Approvals of decommissionin§ funding plans.

25. Section 51.53 is revised to read as follows:
§ 51.53 Supplement to Environmenta1 Report. [--Gperating-?icense-stage:]

(a) Operating license stage

Each applicant for a license or for renewal of a 1icense to operate
a production or utilization facility covered by § 51.20 shall submit with
its application the number of copies, as specified in § 51.55, of a
separate document, entitled "Supplement to Applicant's Environmental
Report - Operating License Stage," which will update "Applicant's
Environmental Report - Construction Permit Stage." Unless the applicant
requests the renewal of an operating license or unless otherwise required
by the Commission, the applicant for an operating license for a nuclear
power reactor shall submit this report only in connection with the first
licensing action authorizing full power operation. In this report, the
applicant shall discuss the same matters described in §§ 51.45, 51.51
and 51.52, but only to the extent that they differ from those discussed
or reflect new information in addition to that discussed in the final

environmental impact statement prepared by the Commission in connection
“with the construction permit. Unless otherwise required by the Commis-
sion, no discussion cf need for power or alternative energy sources or
alteriative sites for the facility is required in this report. The
"Supplement to Applicant's Environmental Report - Operating License
Stage" may incorporate by reference any information contained in the
"Applicart's Environmental Report - Construction Permit Stage," final
environmental impact statement or record of decision previously prepared
in ronnection with the construction permit.
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(b) Decommissioning stage. Each applicant for a license amendment
authorizing the adecommissioning of a8 production or utilization facility
covered by € 51.20 shall submit with its application the number of copies.
as specified in § 51.55, of a separate document, entitled "Supplement to
Applicant's Environmental Report - Decommissioning Stage," which will

update "Applicant's Environmental Report - Construction Permit Stage"
and "Supplement to Applicant's Environmental Report - Operating License
Stage," as appropriate, to reflect i%y new information or significant
environmental change associated with the applicant's proposed decom-
missioning activities. The "Supplement to Applicant's Environmental

Report - Decommissioning Stage" may incorporate by reference any informa-

tion contained in the “Applicént's Environmental Report - Construction

Permit Stage," "Supplement to Applicant's Environmental Report - Operat-

ing License Stage," final environmental impact statement, or record of

decision previously prepared in connection with the construction permit

or the operating license.

26. In § 51.55, paragraph (a) is revised to read as follows: .
§ 51.55 Envirénmental Report - Number of copies; Distribution. -
(a) Each applicant for a license to construct and operate a produc-
tion or utilization facility covered by paragraphs (b)(1), (b)(2), (b)(3)
or (b)(4) of § 51.20 [or-for-a-iicense-amendment-covered-by-paragraph
 €b)€5)-0f-§-53-26] and each applicant for a license amendment authoriz-
ing the decommissioning of a production or utilization facility covered
by § 51.20 shall submit to the Director of Nuclear Reactor Regulation or
the Director of Nuclear Material Safety and Safeguards, as appropriate,
in accordance with § 50.30(c)(1)(iv) of Part 50 of this chapter, forty-
one (41) copies of an environmental report, or any supplement to an envi-
ronmental report. The applicant shall retain an additional 109 copies of
the environmental report or any supplement to the environmental report for
distribution to parties and Boards in the NRC proceeding, Federal, State, ‘
and local officials and any affected Indian tribes, in accordance with |
written instructions issued by the Director of Nuclear Reactor Regulation
or the Director of Nuclear Material Safety and Safeguards, as appropriate.
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27. 1In § 51.60, paragraph (a) is revised to read as follows:
§ 51.60 Environmental Report - Materials licenses.

(a) Each applicant for a license or other form ¢f permigesion. or an
amendment to or renewal of a license or other form of permission issued
pursuant to Parts 30, 32, 33, 34, 35, 40, 61, 70 and/or 72 of this chapter,
and covered by paragraphs (b)(1)-(b)(6) of this section, shall submit
with its application to the Directogkof Nuclear Material Safety and Safe-
guards the number of copies, as specified in § 51.66, of a separate docu-
ment, entitled “Applicant's Environmenial Report" or "Supplement to Appli-
cant's Environmental Report," as appropriate. The "applicant's Environ-
mental Report" shall contain the information specified in § 51.45. If
the application is for an amendment to or a renewal of a license or other
form of permission for which the applicant has previously submitted an
environmental report, the supplement to applicant's environmental report
may be limited to incorporating by reference, updating or supplementing
the information previcusly cubmitted to reflect any significant environ-
mental change, includirg any significant environmental change resulting

from operational experience or a change in operations(z] or proposed ‘
decommissioning activities. g

PART 70 - DOMESTIC LICENSING OF SPECIAL
NUCLEAR MATERIAL

28. The authority section for Part 70 is revised to read as follows:
AUTHORITY: Secs. 51, 53, 161, 182, 183, 68 Stat. 929, 930, 948, 953,
954, as amended, Sec. 234, 83 Stat. 444, as amended (42 U.S.C. 2071, 2073,
2201, 2232, 2233, 2282); secs. 201, as amended, 202, 204, 206, 86 Stat.
1242, as amended, 1244, 1245, 1246 (42. V.S.C. 5841, 5842, 5845, 5846).

Section 70.7 also jssued under Pub. L. 95-601, sec. 10, 92 Stat.

2951 (42 U.S.C. 5851). section 70.21(g) also issued under Sec. 122,

68 Stat. 939 (42 U.s.C. 2152). Section 70.31 aiso issved under sec. 57d,
pub. L. 93-377, 88 Stat. 475 (42 U.S.C. 2077). Sections 70.36 and 70.44
also issued under sec. 184, 68 Stat. 954, as amended (42 U.S.C. 2234).
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Section 70.61 also issued under secs. 186, 187, 68 Stat. 955 (42 U.S.C.
223¢, 2237). Section 70.62 alsc issued under sec. 108, 68 Stat. 939,
as amended (42 U.S.C. 2138). -

For the purposes of sec. 223, 68 Stat. 958, as amended (42 U.S.C.
2273), §§ 70.3, 70.19(c), 70.21(c), 70.22(a), (b), (d)-(k), 70.24(a) and
(b), 70.32(a)(3), (5), (6), (d), and (i), 70.36, 70.39(b) and (c),

70.41(a), 70.42(a) and (c), 70.56, Z9'57(b)’ (c) and (d), 70.58(a)-(g)(3),
and (h)-(j) are issued under sec. 161b, 68 Stat. 948 as amended (42 U.S.C.
2201(b)); §§ 70.7, 70.20a(a) and (d), 70.20b (c) and (e), 70.21(c), 70.24(b)
70.32(a)(6), (c), (d), (e), and (g), 70.36, 70.51(c)-(g), 70.56, 70.57(b)

and (d) and 70.58(a)-(g)(3), and (h)-(j) are issued under sec. 161i, 68 St: ..

949, as amended (42 U.S.C. 2201(i)); and §§ 70.20b(d) and (e), 70.51(b) and
(i), 70.52, 70.53, 70.54, 70.55, 70.58(g)(4), (k), and (1), 70.59 and
70.60(b) and (c) are issued under sec. 16lo, 68 Stat. 950, as amended

(42 U.S.C. 2201(0)).

29. Section 70.4 is amended by adding a new paragraph (x) to read
as ‘ollows:
§ 70.4 Definitions.

* > x * *

(x) "Decommission" means to remove (as a facility) safa2ly from
service and reduce residual radioactivity to a level that permits release

of the property for unrestricted use and termination of license.

30. Section 70.22 i{s amended by adding a new paragraph (a)(9) to
read as follows:
§ 70.22 Contents of applications.

(a) Each application for a license shall contain the following
information:

* * * * *

(9) As provided by § 70.25, certain applications for specific
licenses filed under this part must contain a proposed decommissioning

funding plan or a certification of financial assurance for decommissioning.
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In the case of renewal applications submitted before [insert a date one =
year after the effective date of the final ru1e],thls<suhm1tta1 may follow

o & - ——— —— R

the renewa? application but must be submitted on or before [insert a date

one vear after the effective date of the final rulel.

31. Section 70.23 is amended by adding a new paragraph (a)(12) to
read as follows:
§ 70.23 Requirements for the approval of applications.
- (a) An application for a license will be approved if the Commission
determines that:

* *x * * A

(12) The applicant's proposed decommissioning funding plan or

“certification of financial assurance for decommissioning, if required by
§ 70.25(a) or (b), includes sufficient information to demonstrate that the
proposec funding method will provide reasonable assurance that sufficient

funds will be available to decomm1ss1on the facility in a safe and timely

- ——— —— e e

manner. o

* * r *x *

32. A new § 70.25 is adred to read as follows:
§ 70.25 Financial assurance for decommissioning.

~ (a) Each applicant for a specific license authorizing the possession

and use of unsealed special nuclear material in quantities exceeding

~ 105 times the applicable guantities set forth in Appendix C of Part 20

~ shall submit a decommissioning funding plan as described in paragreph N
(d) of this section. Each holder of such a license shall provide financial
assurance for decommissioning; required submittals for providing financial
assurance are set out in § 70.32(k)(2). ‘

-~ (k) Each applican. for or holder of a specific license authoriz1ng

- possession and use of unsealed special nuclear material-in quantities

specified in paragraph (c) of this section shall either-- W

(1) Submit a decommissioning funding plan as described in paragggph
(d) of this section; or
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(2) Submit a certification that financia) assurance for decommission-

—— e — e - —— ———— —

ing has been provided in the amount prescribed bv paragraph (c¢) of this
e igzzion using one of the methods described in paragraph (e) of this .

- sectwon For an applicant, this certification may state that the appre-
| pr1ate assurance will be obtained after the application has been
~approved and the license issued but prior to the receipt of licensed

material.

& — -
(c) Table of required amounts of financial assurance for decommis-

sioning by gquantity of material. e e
greater than 104 but less than or equal to 8500,000 i
10% times the applicable quantities of
Appendix C of Part 20

b Y0 greater than 10 but less than or egual to $100,002
10* times the applicable quantities of
Appendix C of Part 20

(d) Each decommwsswonggg funding plan must contain a cost estimate

for>&é£omm1ssioningfand a description of the method of assuring funds for
ats _V9ggpg@j§sion{Agfinc1ud1ngﬁmeans of adjusting cost estimates and associated
funding levels over the l1ife of the facility.

(e) Financial assurance for decommissioning must be;provided by

“one or more of the following methods:

2y (1) Prepayment. Prepayment is the deposit prior to the start of
- geratipn into an account segregated from licensee assets and outside the

11censee s administrative control of cash or liquid assets that will retain

R ——— — e

thcir value over the projected operating life of the facility and that are

1n_gmount such that the principal plus accumulated earnings would be
_sufficient tn pay decommissioning costs. Prepaymeat may be in the form

~ of a trust, escrow account, gevernment fund, certificate of deposit, or
deposit of government securities.

- (2) A .. -ty method or insurance. A surety method or insurance 1s
~ a guarantee tha. ‘ecommissioning costs will be paid should the licensee
~ defau't. A sure’y method may be in the form of a surety bond, letter of

credit, line v. credit, secured interest, or other guarantee method. Any
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suretv method or insurance used to provide financial assurance for

decommissioning must contain the following conditions:

(i) The suretv or insurance must be open-ended or,.i;;nnitten_IorA“

a specified term, such as five years, must be renewed _automatically

un\ess 90 days or more prior to the renewal date, the issuer notifies the

Comm1ss1on the beneficiary, and the licensee of its intention net to

renew. The surety or insurance musgig)so prov.de that the beneficiary

- g s

may automat1ca11y collect prior to the expiration without proof of forfei-

ture if the licensee fails to provide a replacement acceptable to the .

Commwssion within 30 days after receipt of notxfication_ot_cancellatnon

(11)7 The beneficiary of the surety or insurance must be a trustee

acceptabTe to the Commission such as an appropriate state or federal

government agercy or a major financial organization.

(iii) The surety or insurance must remain in effect until the

Comm1ss1on has terminated the license. —

{(3) An external sinking fund in which dep051ts are made at 1east

A annua11y, coupled with a surety method or insurance, the value of which

may decrease by the amount being accumulated in the sinking fund. An _
external sinking fund is a fund established and maintained by the periodic
deposit of a prescrihed amount into an account segregated from licensee
_assets and outside the licensee's administrative control in which the total

amount of the periodic deposits plus accumulated earnings would be suffi-

cient to pay decommissioning costs at the time termination of operation
is expected. An external sinking fund may be in the form of a trust,

escrow account, government fund, certificate of deposit, or deposit of

government securities. g g G A i
(4) In the case of Federal, State, or local government licensees, a
certificat1on that the appropriate government entity will be guarantor

of decommissioning funds. s el st
~ (5) Other funding methods which are gemonstrated by the applwcant
or licensee to provide comparable assurance to methods listed in para-
graphs (c)(1) through (3) of this section.
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33. Section 70.32 is amended by adding new paragraphs (k) and (1)
0 reac as follows:
§ 70.32 Conditions of licenses.

b = x x >

(5)(1) Each holder of a specific license issued on or after [insert
a date 1 year after the effective dzte of the final rule] which is of a

gxpe described in § 70.25(a) or \c), shall provide financial assurance

for decommissioning in accordance with the criteria set forth in § 70.25.

' (2) On or before [insert a date 1 year after the effective date of
the final rule] each holder of a specific license of a type described

in § 70.25(a) shall submit a decommissioning funding plan or certifica-

tion of financial assurance for decommissioning in_an amount at least

equal to $500,000 in accordance with the criteria set forth in § 70.25.

If the licensee submits the certification of financial assurance rather

than a decommissioning funding plan at this time, the licensee shall

include a decommissioning funding plan in any application for license

renewal. .
—————— e

(3) On or before [insert a date 1 year after the effective date
of the final rule] each holder of a specific license of a type described

in § 70.25(b) shall submit a certification of financial assurance for

~ decommissioning or a decommissioning funding plan in accordance with the

criteria set forth in § 70.25.

(4) As of [insert a date 1 year after the effect1ve date of the
final rule] each licensee covered by § 70.25(a) or (b) shall provide

financial assurance for decommissioning as a condition of license. If

a_decommissioning funding plan has been submitted to the Commission,

~ implementing the plan becomes a condition of the license upon approval

of the plan.

(1) Each person licensed under this part shall keep records of

information important to the safe and effective decommicsioning of the

facility in a file explicitly for this purpose until the license is

terminated by the Commission. If records of relevant information are

kept for other purposes, reference to such records and their iocations

may be substituted. Information the Commission considers important to

decommissioning consists of--
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(1) Records of spills or other unusual occurrences involving the
soread of contamination in and around the facility, equipment, or site. _

" These records may be limited to instances when significant contamination

" remains after any cleanup procedures or when there is reasonable likeli-

hood that contaminants may have spread to inaccessible areas as in the

case ofgposslble seepage into porous materials such as concrete. These
records must include any known 1nformatxon on identification of involved
nuclidos quantities, forms, and contontrat1ons

(2) As-built drawings and modifications of structures and equip-

ment in high radiation areas and of locations of possible inaccessible

TS p— e O — i A

contamination such as buried pipes which may be subject to contamination.

1f referenc;;g such drawings, it is not necessary to index each individual

relevant document. If drawings are not available, the licensee shall

substitute appropriate records of available information concerning these

areas and locations.

34, Section 70.38 is revised to read as follows:
§ 70.38 Expiration and termination of licenses.

(a) Except as provided in § 70.33(b) and paragraph [€d)€33] (e)
of th%s section, each specific license expires at the end of the day, in
the month and year stated in the license.

(b) Each licensee shall notify the Commission [immediateiy]
promptly, in writing under § 70.5, and request termination of the license
when the licensee decides to terminate all activities involving materials
authorized under the license. This notification and reguest for termi-
nation of the license must include the reports and infcrmation specified

_in paragraphs [€d3] (c)(1)(iv) and (v) of this section [+] and a plan for
~completion of decommissioning if required by paragraph (c)(2) of this
section or by license condition. [(The-1icensee-is-subject-to-the

pfovisions-of-paragraphs-fdi-and-(e)-of—this-section:-as-eppiicab%erJ
gy - k. [(ei--No-iess-than-ae-days-before-the-expiration-date-specﬁfied-in
a-specific-iicense;-the-iicensee-shaii-either -
-‘(i)--Submit-an-app%ication-for-iicense-renewai-under-g-aer3?:-or
. - '(Ei--Notify-the-eommissﬁon:-in-writing-onder-g-sersz-if-the-iicensee
.gecides-not-to-renew-the-1icenser]
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[¢e3 (c)(1) If a licensee coes not submit an application for license
renewal unger § 70.33, the licensee shall on or before the expiration
cate specified in the license-- -

(1) Terminate use of special nuclear material;

(i1) Remove radicactive contamination to the extent practicable

except for those procedures coverec by paragraph (c)(2)(i) of this

section; )

(iii) Properly dispose of speci;a'nuc‘ear material;

(iv) Submit a completed form NRC-314, which certifies 1nforuation
concerning the disposition of materials; and

(v) [Scbmit-s-radistion-survey-report-to-confirm-the-absence-of
radioactive-materiais-or~to-e§tab§ish-the-ieveﬁs-of-residaa%-radioactive
contaminatien,] Conduct a radiation survey of the premises where the
licensed activities were carried out and submit a report of the results
of this survey, unless the licensee demonsirates [the-absence-of-residual
radioactive-contamination] that the premises are suitable for release for
unrastricted use in some other manner. The licensee shall, as
appropriate--

- (A) Report levels of radiation in units of microrads per hour of
beta and gamma radiation at one centimater and gamma radiation at one
meter Trom surfaces, and report levels of radicactivity in u.its of dis-
integrations per minute (or microcuries) per 100 square centimeters
removable and fixed [on] for surfaces, microcuries per milliliter [4n)
for water, and picocuries per gram for [in-contaminated] solids such as
soils or concrete; and

(B) Specify the survey instrumert(s) used and certify that each
instrument is properly calibrated and tested.

f€23--if-no-residuai-racdicactive-contamination-attributabie-to
activities-conducted-under-the-iicense-is-detected:-the-i1icensee-shaii
submit-a-certification-that-no-detectabie-radicactive-contamination-was
found:--if-the-information-submitted-under-this-paragraph-and-paragraphs
tdi€iifivi-and-fvi-of-this-section-is-adequate;-the-Commission-wiii
notify-the-iicensee-in-writing-that-the-iicense-is-terminated.

€33€1)--1f-detectabie-ieveis-of-residuai-radioactive-contamination
attribotabie-to-activities-conducted -under-the-iicense-are-found;-the
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44eeese-continues-én-effect-beyond-the-expiration-detei°if-necessary:‘
with-rpspest-to-possession-of eeidaa%-byprodu:t-materia%‘prg?ent-as r
contsmﬁnatéen-uﬂtii-the-Eommissﬁon-notifies-the-iicensee-ﬁn-writing-thet
the-*i:ense-és-te?ménatedr--auring-this-téne:-the-*icensee-is-subject-to
the-p9oviséons-of-paragraph-(e?-ef-th‘s-sectéonf

(éii--in-addition-te-the-information°submitted-under-parugraphs
(d)(ii(iv)-and-(v)-o?-thﬁs-sectéon-gpe-%icensee~sha§§~submit-a-p§an-#er
decontaminatﬁon:-éf-reqaired:-ls-redirqs-residuai-rtdionctive-coﬂtamﬁnatiOh v
remaining*at-the-time-the-*ieense-expiresr]

_ (2)(i) In addition to the information required under para~ . ‘
' graphs (e¢)(1)(iv) and (v) of this section, the licensee shall submit
a plan for completion of decommissioning if the procedures necessary

to carry out decommissioning have not been previously approved by the
NRC, are extensive and could significantly increase potential health

and safety impa Jorkers or to the public such as in cases where ==

(A) workers w..:d be entering areas not normally occupied where

7 sufface contamination and radiation levels are significantly higher than

routinely encountered during operation; or )

(B) procedures could result in significantly greater airborne

~ concentrations of radioactive materials than are present during opera-
’ ‘

tion; or = S

(C) procedures could result in significantly greater releases of

radioactive material to the environment than those associated with

operation; or

(D) proceuures would involve techniques not applied routinely

during maintenance operations. Wi sl L
. (ii) Procedures with potential health and safety impacts may not
be carried out prior to approval of the decommissioning plan. EKTE
o (iif) The proposed decommissioning plan, if required by paragraph(c)
(2)(i) of this section or by license condition, must include-=
(A) Discussion of planned decommissioning activities; == .= . -
(B Description of methods used to assure protection of workers and
__the environment against radiation hazards during decommissioning;

(C) A description of the planned final radiation survey; and
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(D) An updatec detailec cost estimate for decommissioning. compari-

son of that estimate with present funds set aside for decommissioning,

_gndvpian for assuring the availability of adequate funds fo;;como]etion
of decommissioning.

(iv) The proposed decommissioning plan will be approved by the
Commission if tne information therein demonstrates that the decommis-
sioning will be completed as soon as is reasonable and that the health
and safety of workers and the public:will be adequately protected.

(3) Upon approval of the decommissioning plan by the Commission,
the licensee shall complete decommissioning in accordance with the approved
plan. As a final step in decommissioning, the licensee snhall again submit

_the infomation required in pafagraph (c)(1)(v) of this section and shall

certify the disposition of accumulated wastes from decommissioning.
(d) 1If the information submitted under paragraphs (c)(1)(v) or

‘:Lg)(3) of this section does not adequately demonstrate that the premises

are suitable for release for unrestricted use, the Commission will inform
the licensee of the appropriate further actions reguired for termination
of license.

(e) [Each-iicensee-who-possesses-residuai-byproduct-materiai-under
paragraph-(d)(ﬂ)-of—thés-section:-foi*owing-the-expiration-dete-specifiéd
tn-the-34cense-shaii--] Each specific license continues in effect beyond

the e;piration date if necessary with respect to possession of residual
special nuclear material present as contamination until the Commission
notifies the licensee in writing that the license is terminated. Ouring

this time, the licensee shall-- -
(1) Limit actions involving special nuclear material to those related

to [decontamination-and-other-activities-reiated-to-preparation-for
reiease-for-unrestricted-use] decommissioning; and

(2) Continue to control entry to restricted areas until they are
suitable for release for unrestricted use and the Commission notifies
the licensee in writing that the license is terminated.

(f) Specific licenses will be terminated by written notice to
the 1icensee when the Commission determines that--

(1) Special nuclear material has been properly disposed;

(2) Reasonable effort has been made to eliminate residual
radioactive contamination, if present, and
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__(B)Lj) A radiation survev has been performed which demonstrates

that the premises are suitable for release for unrestricted use; or

__‘_s(ii) Other information submitted by the licensee is sufficient to

. _demonstrate that the premises are suitable for release for unrestricted

use. .
PART 72 - LICENSING REQUI%EMENTS FOR THE STORAGE OF
SPENT FUEL IN AN INDEPENDENT SPENT FUEL STORAGE INSTALLATION

35. The authority citation for Part 72 is revised to read as follows:

AUTHORITY: Secs. 51, 53, 57, 62, 63, 65, 69, 81, 161, 182, 183,
184, 186, 187, 189, 68 Stat. 929, 930, 932, 933, 934, 935, 948, 953, 954,
955, as amended, sec. 234, 83 Stat. 444, as amended (42 U.S5.C. 2071, 2073,
2077, 2092, 2095, 2099, 2111, 2201, 2232, 2233, 2234, 2236, 2237, 2239,
2282); sec. 274, Pub. L. B 273, 73 Stat. 688, as amended by (42 U.S.C.
2021); secs. 201, as amended, 202, 206, Pub. L. 93-438, 88 Stat. 1242, as
amended, 1244, 1246 (42 U.S.C. 5841, 5842, 5846); Pub. L. 95-601, sec. 10,
92 Stat. 2951 (42 U.S.C. 5851). ‘

36. Section 72.3 is amended by adding a new paragraph (y) to read
as follows:

§ 72.3 Definitions.

* *x *® * *

£ (y) "Decommission" means to remove (as a facility) safely from
service and reduce residval radioactivity to a level that permits release

of the property for unrestricted use and termination of license.

37. Section 72.14 is amended by revising paragraph (e)(3) to read
as follows:

§ 72.14 Contents of application: General and financial information.
* *x * *x *
(.)aan
(3) Estimated (shutdown-and] decommissioning costs, and the neces-
sary financial arrangements to provide reasonable assurance prior to
s
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licensing that [shutoown;-gecontaminations-and] decommissioning will be
carriec out after the removal of spent fuel from storage.

38. Section 72.18 is revised by revising paragraph (b) and adding a
new paragraph (c) to read as follows:

§ 72.18 Decommissioning plan, including financing

. - o * -

(b) The decommissioning plan must contain information on how reason-
able assurance will be provided that funds will be available to decommission
the ISFSI. This information must include a cost estimate for decommission-
ing and a description of the method of assurina funds for decommissioning
including means of adjusting cost estimates and associated funding levels
over the life of the ISFSI. -

(c) Financial assurance for decommissioning must be provided by
one or more of the following methods: PR

(1) Prepaymant. Prepayment is the deposit prior to the start of
operaticn into an account segregated from licensee assets and outside
_the licensee's administrative control of cash or liquid assets that will
retain their value over the projected operating life of the ISFSI and
that are in amount such that the principal plus accumulated earnings
would be sufficient. to pay decommissioning costs. Prepayment may be in
the form of a trust, escrow account, government fund, certificate of

deposit, or deposit of government securities. ot

(2) A surety method or insurance. A surety method or insurance
is _a guarantee that decommissioning costs will be paid should the
;licensec default. & surety method may be in the form of a surety bond,
Jetter of credit, line of credit, secured interest, or other guarantee
method. Any surety method or insurance used to provide financial
insurance for decommissioning must contain the following conditions:

(i) The surety or insurance must be open-ended or, if written for
a Qpéﬁffied term, such as five years, must be renewed automatically
unless 90 days or more prior to the renewal date, the issuer notifies the
Commiséfon, the beneficiary, which shall be a Commission-approved trustee,
lnd}the licensee of i.s intention not to renew. The surety or insurance
nust.a1so provide that the beneficiary may automatically collect prior to
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~ the expiration without proof of forteiture if the ligensee fails to provide
2 replacement acceptable to the Commission within 30 days after receipt of
notificatior of cancellation.

{3i) The surety vi insurance must remain in effect until the Commis-

sion has terminated the license.

. (3) An external sinking fund in which deposits are made at least
B annuajly, coubled with a surety methpd or insurance, the value of which
- may decrease by the amount being accumulated in the sinking fund. An
_external sinking fund is a fund established and maintained by the
periodic deposit of a prescribed amount into an account segregated from
licensee assets and outside the licensee's administrative control in which
the total amount of the periodic deposits plus accumulated earnings
would be sufficient to pay decommissioning costs at the time termination
~ of operation is expected. An external sinking fund may be in the form
of a trust, escrow account, government fund, certificate of deposit, or
deposit of government securities.

(4) In the case of Federal, State, or local government licensees
certification that the appropriate government entity will be guarantor
of decommissioning funds. — -

(5) Other funding methods which are demonstrated by the applicant
or licensee to provide comparable assurance to methods listed in para-
graphs (c)(1) through (3) of this section.

39. 1In § 72.33 new paragraphs (b)(6) and (7) are added to read as
follows:

§ 72.33 License conditions.
*x ® ® ® *

(b) Every license issued under this part shall be subject to the
following conditions, even if they are not explicitly stated therein:

* * - - x

(6) The licensee shall implement procedures for providing financial

__assurance for decommissioning in accordance with the approved preliminary
decommissioning plan. — -
(7) Each lice-see shall keep records of information important to
the safe and effective decommissioniny of the facility in a file explicitly
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for this purpose until the license is terminated bv the Commissijon. If

records of relevant information are keot for other purposes, reference to.

such recards anc their locations mav be substituted. Information the

Commission considers important to decommissioning consists of ==

_(i) Records of spills or other unusual occurrences jnvelving the

spréad of contamination in and around the facility, equipment, or site.

These records may be limited to instances when significant contamination

rema}n§_af39r any cleanup procedures‘or when there is reasonable 1ikelihood

that contaminants may have spread to inaccessible areas as in the case of

_ossib)o seepage into porous materials such as concrete. These records

ndét include any known information on identification of involved nuclides,

' quantities, forms, and concentrations.

i1y As-built drawings and modifications of structur«s and equip-

ment 3h radiation areas and of locations of possible inaccessible
contam. .cion such as buried pipes which may be subject to contamination.

If referencing such drawings, it is not necessary to index each individual

relevant document. If drawings are not available, the licensee shall

substitute appropriate records of available information concerning these

B areas and locations.

* ® » * x

40. Section 72.38 is revised to read as follows:

§ 72.38 Applications for termination of licenses.
(a) Any licensee may apply to the Commission for authority to
surrender a license voluntarily and to decommission the ISFSI. This
_application must be made within two years following permanent cessation
" of operations, and in no_case later than one year prior to expiration of _
the 1icense. Each application for termination of license must be accom=

panied, or preceded, by a proposed final decommissioning plan. py . o
(b) The proposed fina) decommissioning plan must include--
(1) The choice of the alternative for decommissioning with a

description of activities involved. Alternative methods for decommis-

sioning which significantly delay completion of decommissioning, such

as use of a stoggggﬁgeriod, will be acceptable if sufficient benefit

results;
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(2) A description of controls and 1imits on procedures and
~ equipment to protect occunational and public health and safety: _

(3) A description of the planned final radiation survey: and =

(4) An updated detailed cost estimate for the chosen alternative faor
T _"ﬁ‘dgzbaﬁrss1on1ng, comparison of that estimate with present funds set aside
for decomm1ss1on1ng, and plan for assuring the availability of adequate
funds for completion of deconm1ssion74g,1nc1ud1ngrneans_fnr adjusting
cost estimates and associated fundungfleve1s over any_storage [ et s oot o
surveillance period.

(c) For final decommissioning plans in which the ma;g__disman11e°
ment activities are delayed by first placing the ISFSI in storage, _
- planning for these delayed activities may be less detailea. Updated
| detailed plans must be submitted and approved prior to the start of
such activities.

(d) If the final decommissioning plan demonstrates that the
decommissioning will be performed in accordance with_the regulations
in this chapter and will not be inimical to the common defense and
security or tu the health and safety of the public, and after * -

notice to interested persons, the Commission will issue an order = -
authorizing the decommissioning.

v

(e) The Commission will terminate the license if it de;ermjnes
that--

{:) The decommissioning has been performed in accordance with an
approved final decommissioning plan and any conditions in tug orger
authorizing decommissioning; and i R A e LR S

(2) The terminal radiation survey and associated documentation =
demonstrates that the ISFSI and site are suitable for release for
unrestricted use.

Dated at washington, D.C. this day of 1984.

For the Nuclear Regulatory Commission.

B oAt e Samuel J. Chilk,
Secretary of the Commission.
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Regulatory Analysis

Amendments to 10 CFR Parts 30, 40, 50, §1, 70, and 72 Specifying Licensee
Responsibility and Procedures for Decommissioning a Nuclear Facility

Statement of Problem

The nuclear industry is maturing and the number and complexity of facilities
that will require decommissioning is expected to increase in the near future.
There are many aspects of facility activities that require consideration now
with respect to decommissioning. These aspects are assurance of funding,
facilitation considerations, recordkeeping, planning, and procedures for
Ticense termination. Inadequate or untimely consideration of these decom-
missioning elements could result in significant adverse health, safety, and
environmental impacts. These impacts could lead to larger occupational and
public doses, larger amounts of radiocactive waste to be disposo& of, prolif-
- eration of contaminated sites, and economic and sociopolitical problems for
the states and Federal Government.

Current regulations as specified under 10 CFR Parts 30, 40, 50, 51, 70, and
72 cover decommissioning in a 1imited, vague, or inapprupriate way and are not
fully adequate in dealing with licensee decommissioning requirements. Many
licensing activities concerning decommissioning have been made on a case-by-
case basis in direct response to licensee's requests to decommission and

in current licensing hearing cases. This procedure results in a lack of
~uniformity of application, inefficiency on the part of the licensee and NRC
in implementation, and finally a lack of timeliness and tomprehensiveness
that affects proper application of the ALARA principle in carrying out NRC
licensing responsibilities. In the case c¢f a few non-fuel-cycle licensees,
both a lack of available funds to carry out decommissioning and improper
termination procedures have occurred.

In considering the current decommissioning needs of the nuclear industry, the
lack of explicit enough regulatory guidance available, and the nonuniform,
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inefficient and noncomprehensive approach that case-by-case considerations can
result in, the staff recommends that more explicit rules be proposed that would
provide guidance to the licensee on careful, timely and comprehensive planning
and impiementation of faciliiy decommissioning. Facilitation of.docounission-
ing, while an important aspect to consider, will not be included as a rule
amendment requirement. However, in keeping with the as Tow as is reasonably
achievable (ALARA) concept, decommissioning facilitation should be used to
implement protection of health and safety. The rules would deal with require-
ments on financial assurance, planning, recordkeeping, and termination proce-
dures. Their implementation through the NRC licensing process would assure
that decommissioning would be handled by the licensee in a way that would
result in minimal or even negligible impact on health, safety ..d the
environment.

“Decommissioning" as defined in the proposed rule means to remove safely from
service and reduce residual radicactivity to a level that permits release of
the property for unrestricted use and termination of license by the NRC. At
the end of the useful life of a facility, decommissioning activities should
be performed which will ultimately result in termination of the NRC license.
It is the responsibility of the NRC to ensure that these activities are
performed by the licensee with minimal adverse impact on the health and
safety of workers and the public, and on the environment.

A power reactor has potential for substantial health, safety, and environ-
mental impact if decommissioning is improperly performed. This requires major
regulatory consideration because of the large number of reactors (approximately
80 operating and 60 under construction), the quantity and radiation level of
radioactive materials, size and complexity of the structure, and the proximity
to populated areas. Most fuel cycle facilities contain low intensity radio-
active materials. Most non-fuel-cycle facilities usually contain small amounts
of very short-lived radioactive materials; a few contain Targe amcunts of very
low intensity materials. There are also several fuel cycle facilities such as
scrap recovery, fuel fabrication, and UFg conversion plants that already have
been or are being decommissioned. Finally, there are approximately 20,000 non-
fuel-cycle licensees (including Agreement State licensees) of which several
hundred are decommissioned annually.

-

8/17/84 2 Enclosure B




Pianning for gecommissioning and its proper implementation by the licensee at
the earliest practical stage of facility licensing can avoid many potential
probiems resulting from decommissioning. In this regard concerns are that
(1) funds will pe available for gecommissioning at the end of useful facility
life becaus2 a lack of funds can affect a licensee's ability to select and
complete an appropriate decommissioning alternative; (2) facilitation, while not
a proposed rule requirement, is considered because this can lead to reduction
of occupational and public dose, and reduction of waste volumes through such
activities at the design, construction, operation, and actual decommissioning;
(3) records are maintained during operation containing information important
to performance of eventual decommissioning; (4) planning is performed with
details commensurate with complexity of the facility, which could include
choice of decommissioning alternative, procedures, schedules, work plans,

and off-site radioactive waste accommodations and; (5) termination procedures
are prescribed which besides administrative reporting aspects and approvals
include termination survey plans, their reliability and validation.

It has already been noted that the present rules do not adequately address al)
the required elements that a licensee must consider in dealing with decommis~
sioning. Case-by-case licensing considerations are also inadequate because
they are inefficient and nonuniform. The staff believes that amended rules
backed up by regulatory guides will provide proper guidance to the licensees,
Federal government, state and local agencies, and inTormation for the general
public. Moreover, the staff has assessed the impacts from decommissioning
through a comprehensive information base on the technology, safety and costs
of decommissioning nuclear facilities, numerous interactions with the states,
industry, federal agencies, the general public, and development of a draft
GEIS. Based on these efforts, the staff reached the conclusion that if
guidance through rules is provided in essential areas relevant to decommis-
sfoning, then decommissioning can be accomplished with very small impact on
the public and environment and in a cost effective way.

The proposed rule, when implemented, would allow for reduction of 10 CFR

Part 51 NEPA requirements, categorical exclusion of approval of a decommissioning
funding plan, and elimination of the mandatory requirement for an envirunmenta)
impact statement at the time of decommissioning for 10 CFR Part 50 and 72 licenses.
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Finally, it should be noted that residual radicactivity limits for unrestricted
use are being addressed in a separate rulemaking involving amendment of 10 CFR

Part 20.

" 2. Objectives

The staff focused on the following objectives in developing these proposed rule

amendments:

2.1 Selection of the appropriate regulatory method for implementing

decommissioning requirements. o

2.3.1 no change

3.3.2 amendment of licenses

3.3.3 provide additional guidance through regulatory guides
2.1.4 amendments of regulations in 10 CFR Parts 30, 40, 50, 51,

70, and 72 for clarification and specifications of require-
ments for licensees on: . ‘

2.1.4.1 assurance of funds for decommissioning
2.1.4.2 facilitation of decommissioning
2.1.4.3 decommissioning plans

2.1.4.4 termination of license

2.2 Reduction of 10 CFR Part 51 NEPA requirements regarding
decommissioning.

2.3 Consideration of the economic impact on licensees, especially
small licensees.

2.4 Promulgation of regulatory requirements commensurate with the
Commission's responsibility for public health and safety.
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3 Alternatives

-.3.1 Tne alternatives considered in determining the need for regulation
with respect to deéommissioning are as follows:

No action
Amendment of licenses
Use of only regulatory guides

HowWw N e

. Amendment of regulations and preparation of regulatory guides

3.1.1 No change in regulations

_1t has already been nnted that decommissioning guidance is needed in the areas
of financial assurance, facilitation, planning, recordkeeping, and termination
procedures. Current requirements are brief, non-specific or limited such as
those in: (1) requirements in 10 CFR Part 50.82, Application for Termination
of License and in 10 CFR Part 72, Section 72.76, Criteria for Decommissioning,
and (2) recent amendments to IO‘CFR Parts 30, 40, and 70 specifying licensee

-.responsibility for nuclear materials and procedures for termination of -

specified licenses. This situation requires the licensee and the Commission
staff to work on a case-by-case basis in the development of information needed
-by the Commission for terminating a license. Thus, a timely, orderly, and
comprehensive management of licensee decommissioning action may not be pussible
because of a lack of guidance on decommissioning elements needing consideration.
The net result is that case-by-case treatment can result in inefficient and non-

--uniform actions by the licensee, the NRC and others such as state, federal or

public involved parties. Finally, it should be noted that the Commission in

-.promuligating 10 CFR Part 50.54(w), which requires that the licensee have onsite

property damage insurance to cover the cost of radicactive contamination clean
up following-an accident (47 FR 13750), indicated in the Supplementary Informa-
tion that decommissioning financial requirements were not dealt with and new

- -commission rulemaking in that area would include this consideration.
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3.1.2 Amendment of licenses

Amendment of licenses is an alternative available to cover decompissioning
requirements of licenses. This alternative is already being used and reguires

- specific actions for each licensee. This can result in repetitive effort and
inefficient use of Commission and licensee staff time and could result in an
inconsistent application of policy.

3.1.3 Provide additional guidance through regulatory guides

|
|
Some of the specific elements of the proposed rule could reasonably be in the
form of guidance. However, the NRC position that the licensee provide

decommissioning funding assurance could not be effectively accomplished in

this way. Even for those provisions which could conceivably be in the form of
guidance, codification would provide a legal basis and assure more consistent
application. Regulatory guides are planned to support this rule which would

provide guidance to licensees and licensing staff on how these requirements

can be implemented.
3.1.4 Amendment of regulations

This is the recommended alternative. Amendment of regulations and preparation
of supporting regulatory guides presents a regulatory method for clearly
delineating explicit regulatory requirements in a way that is comprehensive,
uniform and efficient in dealing with the decommissioning of all nuclear
facilities which are licensed or use licensed materials. Requirements are
needed for all types of nuclear facilities except waste disposal facilties for
which requirements are already in place. These requirements could be as
amendments to 10 CFR Parts 30, 40, 50, 70, and 72 involving clarification and
addition to the existing rules as follows: :

3.1.4.1 Assurance of funds for decommissioning
Licensees should provide reasonable assurance at all times during facility

life, including decommissioning, that adequate funds are available to ensure
that decommissioning can be accomplished in a safe and timely manner. Lack of
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funds can cause delay and may result in potential health, safety, environ-
menta), and socio-political problems. The licensee should arrange to assure
that funds are available through one or more of the following instruments:

(1) Prepayment. Prepayment is the deposit prior to the start of opera-
tion into an account segregated from licensee assets and outside the
licensee's control of cash or liquid assets that will retain their value over
the projected operating 1ife of the facility and that are in amount such that
the principal plus accumulated earnings would be sufficient to pay decom-
missioning costs. Prepayment may be in the form of a trust, escrow account,
government fund, certificate of deposit, or deposit of government securities.

(2) External sinking fund. An external sinking fund is a fund established
and maintained by the periodic deposit of a prescribed amount into an account
segregated from licensee assets and outside the licensee's control in which
the total amount of the periodic deposits plus accumulated earnings would be
sufficient to pay decommissioning costs at the time termination of operation
is expected. An eiterna] sinking fund may be in the form of a trust, escrow
account, government fund, certificate of deposit, or deposit of government
securities.

(3) Surety method or insurance. A surety method or insurance {s a
guarantee that decommissioning costs will be paid should the licensee default.
A surety method may be in the form of a surety bond, letter of credit, line of
credit, secured interest, or other guarantee method.

(4) Internal reserve. Internal reserve is a fund established and
maintained by the periodic deposit or crediting of a prescribed amount into an-
account or reserve which is not segregated from licensee assets and is within
the licensee's control in which the total amount of the periodic deposits or
funds reserved plus accumulated earnings would be sufficient to pay for decom-
missioning at the time termination of operaticn is expected. This method may"
use negative net salvage value depreciation in which funds are invested in
licensee assets, and at the end of facility life, bonds are issued against
these assets and the funds raised are used to pay for decommissioning. An
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internal reserve may also be in the form of an internal sinking fund which is
similar to an external sinking fund except that the fund is held and investec
bv the licensee. .

(5) Other methods. The licensee might propose a different method, but
should proivde information to demonstrate that the assurance provided would
be comparable to that of other acceptable methods.

The amount and degree of assurance should be commensurate with potentia)l

adverse impact that could occur if the licensee were unable to decommission
because of a lack of funds as well as other finaneial resources available to

the licensee. For example, for a utility with more than one power generating
station which is regulated by the State Public Utility Commission and collects
at established rates (and is protected by postaccident decontamination insurance
required by 10 CFR Part 50.54(w)) an internal reserve would constitute reasonable
financial assurance; accident cleanup insurance for material facility licensees
is under consideration in a separate action and an advanced notice of proposed
rulemaking is being developed. For a non-fuel-cycle facility (which is a
privately owned business), insurance or bonding would be a reasonable form of
funding assurance. It is recommended that the rule specify acceptable methods
for different categories of licensees (i.e., utilities vs. non-utilities).

In developing a rule that would assure that all facilities will be decommis-
sioned in a safe and timely way, it is necessary to determine which licensees
need to submit funding plans. Various options determining which licensees
must provide financial assurance have been considered, ranging from only those
likely to have very large decommissioning costs, such as those licensees
presently required to submit radiological contingency plans, to all licensees.
To require all licensees to submit funding plans would not be cost-effective;
the health and safety of the public can be adequately protected by limiting
the requirements to those licensees likely to have substantial decommissioning
costs. If costs are low, lack of funds is less likely to result in default or
abandonment, and in cases where defaults do occur, the NRC or state regulatory
agency can take over control in order to protect health and safety relatively
easily. However, the historical record indicates that relatively small licensees
(that do not require a radiological contingency plan) may default and may have

8/17/84 8 Enclosure B




the potential for a substantial contamination problem. It is believed important
that some form of funding assurance be provided by these licensees.

The rule allows flexibility to ljcensees for providing such assurance to reduce
the impact and a data base has been developed to reduce the impact of making
cost estimates. For power reactor applicants and licensees, for example, the
rule would allow a certification of a prescribed amount of available funding;
for the non-reactor licensees the rule would also allow a certification of
prescribed amounts of available funding for the majority of licensees based on
the radioactive material possession limits allowed by their license. Thus these
licensees can be generically treated and would not be required to submit a
decommissioning funding estimate. However. all these licensees would have the
option of submitting a funding estimate for approval, if a lower amount than

is prescribed is anticipated. A1l other arplicants and licensees such as
non-power-reactor licensees (Part 50) and independent spent fuel storage facility
Ticensees (Part 72) as well as material licensees with potential for sub-
stantial decommissioning costs would be required to submit a decommissioning
funding assurance plan consisting of a cost estimate and method of providing
assurance. A1l material licensees required to submit a funding plan could

initially, prior to license renewal, submit a certification of a prescribed
amount.

According to the proposed rules, Parts 50 and 72 liéénsees and applicants would
submit information concerning funding assurance in a decommissioning funding
plan. Material licensees with potential for substantial decommissioning costs
would also be required to provide funding assurance.

3.1.4.2 Facilitation of decommissioning

It is recognized that planning for decommissioning at an early a stage of
facility construction and operation is desirable. This is expecially true of
facilitation aspects (in particular, features that could reduce radiation
doses and waste volumes resulting from decommissioning). Features that are
reascnable in cost and effective in implementation can be more easily incor-
porated at early stages. However, at any stage of facility life, considera-
tion of facilitation by the licensee is important, particularly if by its
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imolementation, operational and decommissioning cost savings can be obtained.
Implementation of facilitation considerations can result in lower radiation
doses as well as reduction of radiocactive waste volumes during the actual
decommissioning process. No ;dditional rule amendments are being proposec
except certain recordkeeping requirements; all licensees should, however,
consider other ways of facilitating decommissioning in the design and opera-
tions of the facility. This is in keeping with the "as low as is reasonably
achievable" (ALARA) concept when implementing protection of health and safety.

Keeping records of information which may be important at the time of decommis-
sioning should be required because it allows for more efficient and comprehen-
sive decommissioning planning and can result in a reduction of impacts to
health, safety, and economics during decommissioning. - In complying with this
requirement, the licensee would keep records of information (which could be a
relatively simple reference file) containing material important to safe and
effective decommissioning such as unusua)l occurrences involving the spread of
contamination in and around the facility, as-built drawings and updates of any
chandes, etc. Other aspects of facilitation may be more affected by facility:'
specific considerations, thus, no other specific procedures should be required
for all licensees.

3.1.4.3 Decommissioning plans

Planning for decommissioning is necessary to ensure that all decommissioning
activities are accomplished in a safe, timely, and efficient manner. As
mentioned above, financial, facilitation, and recordkeeping considerations need
to be addressed at licensing or as soon as possible for existing licensees.
Licensees that require a plan are required to take into account financial and
technical situation at the time of actual decommissioning.

The plans need to address:

Discussion of planned decommissioning activities.
+ Description of methods used to assure protection of workers and the
environment against radiation hazards during decommissioning.
A description of the planned final radiation survey.

8/17/84 10 Enclosure B

I T———————_——_ ——,



An updatea cetailed cost estimate for decommissioning, comparison of
that estimate with present funds set aside for decommissioning, and plan for
assuring the availability of adequate funds for complietion of deCommissioning.

It is expected, however, that operators of a large number of simpler facilities
woulc be able to accomplish all or much of their decommissioning using tech-
niques the same as during routine operation and not need a decommissioning
plan.

3.1.4.4 Termination of Licenses

Explicit procedures and requirementé_for a licensee to terminate a license
must be clearly delineated. These include the licensee request to terminate a
license and submittal and approval of plans including a termination survey
plan. Surveys submitted for termination must be designed to demonstrate with
a high degree of confidence that the property is suitable for release for
unrestricted use. The plan including termination survey details should be
commensurate with the type of facility and its potential for adverse effects.

- For many_non-fuel-cycle facilities, decommissioning could- involve }ittle more
than notification that the licensee wishes to terminate the license.

3.2 Reduction of 10 CFR Part 51 NEPA Requirements

Approval of the decommissioning funding plan for Part 30, 40, 50, and 70
licenses does not change the nature or the scope of the licensed activity.

The principal purpose of these plans is the provide information to the
Commission which will enable them to determine whether the licensees funding
plans for decommissioning are adequate. These actions in and of themselves do
not have an environmental impact and therefore can be categorically excluded
from 10 CFR Part 51 NEPA requirements.

If proper consideration and implementation is given to decommissioning elements
(as specified in Section 2.1.3 of this document), the environmental impacts
from decommissioning are expected to be small and elimination from 10 CFR

Part 51 of the mandatory requirement for an environmental impact statement
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(E1S).at-the time of decommissioning for Part 50 and 72 licenses is warranted.
Environmenta) assessments would still be required but these would not necessarily
leac to an EIS. . M

4. Conseguences

4.1 Benefits and Costs
4.1.1 Benefits
4.1.1.1 NRC _ =

The proposed amendments to 10 CFR Parts 30, 40, 50, 51, 70, and 72 will
clarify and specify NRC requirements and licensee responsibilities for decom-
missioning nuclear facilities. The proposed rule amendments set forth
requirements and procedures the licensee must follow at all licensing stages
relating to decommissioning. This will reduce uncertainties in the licensing
process, reduce the need for the Commission to request additional information
from licensees, provide for uniform, comprehensive and efficient licensing
implementation, and ensure that the application of the as low as reasonably
achievable principle is effectively considered in areas of health, safety, and
the environment. Finally, these amendments will allow for termination of
licenses in as prompt a manner as possible.

4.1.1.2 Other Government and State Agencies

The rule will affect other Federal agencies if they are NRC licensees. For
agencies licensed by the NRC the benefits are similar to those for Industry.
The clarification of existing licensee responsibility, particularly in the
areas of funding assurance and environmental impacts will benefit especially
the Federal Energy Regulatory Commission, which regulates rates on interstate
power, and the EPA, which regulates environmental factors affecting the public
sector and sets radiation standards. Other agencies such as DOE and DOD will
also benefit by having examples of decommissioning requirements to follow in
the areas of planning and facilitation.
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Tne rule will affect state agencies in providing for explicit licensee require< -
_ments, particulariy in the area of funding assurance. This requirement wil)
penefit the states in allowing for uniform applicability and adeQuate planning
in rate collection requirements (especially for Public Utility Commission rate
regulated reactors). Moreover, planning and requirements for the termination

of license will ensure that decommissionings will be performed as promptly as
possible with minimal adverse impact on the state and ensure that the health

and safety of the public and the environment are adequately protected. -

4.1.1.3 Industry

The proposed rule would require licensees to consider particulars of compliance
in the areas of funding assurance, planning, recordkeeping, and license termina-
tion procedures including termination surveys. Currently, regulations concernin~
decommissioning requirements are limited or vague. Case-by-case action has :
been used to effect licensing requirements. The proposed amendments would

allow licensees to satisfy decommissioning requirements, many of which are
already required on an hoc basis, more efficiently and cost-effectively. In’
situations where additional requirements would be imposed, such as in areas of
funding assurance, requirements have been kept to the minimum that ensures that
health, safety, or the environment are not compromised. Finally, an additional
benefit of these amendments is that licensee compliance would eliminate some

of the 10 CFR Part 51 requirements concerning decommissioning.

Amendments can be classified into two basic types: type 1 - those which
relate to the licensing of any facility under 10 CFR Parts 50 and 72; type 2 -
those which relate to licensing possession and use of radioactive materials as
in 10 CFR Parts 30, 40, and 70.

The majority of type 1 licenses are power and research and test reactors.
Non-fuel=-cycle facilities and fuel-cycle facilities, except fuel reprocessing
plants, fall into type 2 category. There are only a small number of fuel
cycle facilities; however, there are approximately 20,000 non-fuel-cycle
facilities (including Agreement State licenses). It is estimated that approx-
imately 43% of these could be considered small entities under the criteria set
out in the size standards by the Small Business Administration in 13 CFR
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Part 121 (e.g., for most licensees less than 500 employees, for hospitals less
than 150 beds, and for other medical licensees less than $1.5 million annual
gross receipts). The benefits of the proposed rule requirements_for the major
decommissioning elements, us{ng the classifications are:

Funding Assurance - The regulations require as a condition of license either
(1) a certification that the licensee has provided financial assurance in the
amount and methods prescribed in the rule or, (2) approval of a funding plan
(with periodic update) requiring an estimate of decommissioning cost as well

as a prescribed method for providing assurance. For power reactor licensees;
type 1, a rule prescribed amount for certification, $100 million, can be used.
This amount is based on the most current information available and the exten-
sive NRC data base developed in support of this rulemaking. It is not

intended that the prescribed amount be exact but rather that it cover the

bulk of the expected decommissioning cost within the context of reasonable
funding assurance. It is intended that as economic facto:yihange the amount
will be appropriately updated by an ammendment to the rulé. For research

and test reactors there is a wide diversity of types and it 1s difficult to

- prescribe a single meaningful certification amount. It is also not likely for
this situation as compared with power reactors, that licensees wou1q choose a
precribed certification amount. For these reasons research and test reactors
must submit funding plans. Similarly, for these same reasons material licensees
(type 2) having large potential for radioactive contamination would also be
required to submit funding plans. The majority of type 2 licensees are excepted
from this requirement. A wide latitude of methods for providing funding will
be allowed within the bounds of reasonable assurance that funds will be avail-
able to decommission the facility in a safe and timely manner (including
provision for premature closure). The funding assurance requirements allow the
licensee to implement a method of funding with long lead time and during the
time that the facility is operating so that funding requirements can be
considered with other revenue requirements.

For type 1 licenses - reasonable assurance of funding capability allows utilities
to use the internal reserve funding method in which the collection of fees from
the rate payer can be invested in company assets. Assuming such funds earn a
reasonable rate of return then, the incremental cost of such a funding method
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(comparea to no rule) is zero. This method of funding costs less than other
aiternative choices such as external funds or prepayment, (by a factor of 2 or
3) pecause a utility can usually earn more investing in its own dssets. For
example, for an estimated decommissioning cost of $50 million for a modern

day 1200 Mwe PWR in 1979 dollars and which is assumed to operate for 30 years,
internal reserve funding could result in a saving of $200 million. For the
approximately 80 operating reactor plants and 60 undergoing construction, this
could result in an overall saving of $28 billion. Moreover, with respect to
premature closure the reasonable assurance requirement takes into consideration
the recently promulgated rule 10 CFR 50.54(w) that requires an electric utility
to obtain onsite property damage insurance. In comparison to possible costs
that would result from accident cleanup, decommissioning costs are small (on
order $50 million compared to as much as $1 billion). It is expected that
required on-site property damage insurance for such accident cleanup would
allow a utility to remain financially solvent even in the case of an accident.
Thus a utility should have adequate financial resources to pay for the cost of
decommissioning following accident cleanup.

An exception to the above is a single asset utility, i.e., one which owns only
one generating facility, where external funding or other guarantee would be
required. While there could be some initial economic impact in meeting this
requirement, there are only a few single asset utilities and so the overall
impact is very small. Moreover, the impact on the individual rate payer is
also very small and estimated to result in an increase in rates over an inter-
nal reserve funding mechanism of no more than 0.2% of the consumer electrical
usage rate. Finally, recognition by the utility at an early time of the
necessity of including decommissioning costs into the rate base would further
minimize overall economic impact. For research and test reactors, most are
federal or state owned or are part of large universities. State or federal
certification that funds for decommissioning will be made available would be
considered reasonable assurance for funding; knowledge of the funding require-
ment by appropriate agencies would allow for adequate budget planning. For
independent spent fuel installations, of which there is one under Part 72
license, the funding assurance is essentially the same as that already required
in 10 CFR Part 72.18(b).
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For type 2 licenses - the majority of type 2 licensees, while financially
responsible for decommissioning costs, are excepted from funding assurance
requirements. For the other licensees (about 1500 NRC licenses) some type of
funding assurance is reouire&.. However, for many of those a certification
that the licensee has provided financia) assurance in the amount and methods
prescribed in the rule would be sufficient. For the remainder (about 828 NRC
licenses) a financial plan indicating amounts and methods of assurance for
providing decommissioning funds would be required. A1l sealed source users,
except those using source material greater than 10'° appendix C values of

10 CFR Part 20 (10,000 Ci for Co-60 and 100,000 Ci for Cs-137) would be
excepted. Also excepted would be plated foils or-equivalent source material
in a non-readily-dispersible form. Moreover, all licensees with materials of
half-1ives not exceeding 120 days would also be excepted as would those
licensees with possession Timits less than or equal to 10% times the curie
content specified in 10 CFR Part 20, Appendix C for Part 30, 40, and 70 licenses.
Thus the majority of small businesses would be excepted, especially hospitals
which primarily possess short half-life radicactive materials. Specification
of a tiered system based on possession 1imits for fixed amounts of required

-~financial assurance, aside from e]iminatiﬁg a majority of type 2 licensees

having minimal risk, results in a more implementible system both for the
licensee who does not have to provide the NRC with a decommissioning funding
estimate as well as the NRC in the administration of the requirement to ensure
that the licensee has provided adequate financial assurance. Moreover, for
those licensees requiring a financial assurance plan, the plan would only be
required at license renewal at which time it is much more efficient for the
licensee and staff to implement as part of the overall renewal effort. All
affected licensees, including those requiring a funding plan at renewal would
have a year from the date that the rule becomes effective to acquire prescribed
funding assurance. Those licensees requiring a funding plan would provide to
the NRC a funding certification for $500,000 until a funding plan was submitted
at license renewal. In general, funding assurance amounts have been based on
the PNL data base. Decommissioning a typical laboratory of a facility in 1983
dollars is estimated to cost about $100,000 and this is the requirement for
those Part 30 and 70 licensees having possession limits greater than 1000 but
less than or equal to 10,000 times the curie limits prescribed in 10 CFR

Part 20 Appendix C. For Part 40 licensees, this is also the prescribed amount
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for those licensees having source material limits greater than 10 mCi but less
than or egual to 100 mCi; for those Part 40 licensees having possession limits
greater than 100 mCi a financia) plan would be required. For Part 30 and 70
licensees having possession I}mits greater than 10,000 but less than or equa)
to 100,000 times the possession 1imit values of 10 CFR Part 20 Appendix C, the
amount of assurance required would be $500,000 (the equivalent cost of decom-
missioning 5 major laboratories); for those above this limit a funding plan
would be required. A1l affected licensees who do not require a funding plan
may still submit one for approval if they feel the prescribed assurance costs
are too high. It is not expected that many would do this, however, because it
is felt that the prescribed costs are reasonable.-If a surety method were used
for providing this assurance which costs about 1-2% annually of the value of
the surety, then this further reduces any incentive to submit a funding plan,
especially when it is recognized that'the cost of the surety is a business
expense and is tax deductible; depending on the size of the licensee such
deduction would be in the 25-50% tax bracket.

Recordkeeping - The licensee is already required to keep records for various
Timited times of such things as unusual occurrences involving the spread of
contamination and as-built drawings or other information which can affect
operational health and safety. Proposed rule requirements on recordkeeping
could be satisfied by keeping a central updated reference file of already
generated records that have potential for relevance to decommissioning such as
instances when significant contamination remains after any cleanup procedures
or when there is reasonable likelihood that contaminants may have spread to
inaccessible areas as in the case of seepage into porous material such as
concrete. Relevant records must be kept until the facility is decommissioned.
This information could minimize radiation exposure as well as greatly reduce
actual decommissioning costs. Decommissioning experience has shown that a
lack of sufficient historical information can result in increased dose to
occupational workers, difficulty in planning and cost estimating, inefficiency
in the decommissioning process and delay in completing decommissioning.

Planning = planning for decommissioning requires two main phases because certain

aspects of decommissioning should be considered early such as recordkeeping



and funding assurance; while other aspects concerning actual decommissioning
are best considered when decommissioning is imminent. At this time, if
gecommissioning is complex and costlx final planning is needed that takes into
account relevant technical and f1nanc1:1 considerations at that time.

For type 1 licensees - besides the initial planning of recordkeeping and
funding assurance final planning would be required. Fina) planning is already
required but only when the licensee desires to dismantle. For a power reactor
such planning would be elaborate because of the complexity of the facility
being decommissioned. Preparation of such a plan allows for a more efficient
and direct use of licensee time. _ -

For type 2 licensees - as with type 1 licensees, aside from funding assurance

and recordkeeping considerations, decommissioning plans may be required at the
time of decommissioning and would depend on the complexity of the decommissioning
Such plan requirements have already been approved by some case-by-case licensing
decisions. For the large number of non-fuel-cycle licensees, plans would not

be required because the decommissioning work could be performed prior to
requesting license termination. A1)l that might be rcquired'is a notification

of a desire to terminate the license as well as a termination survey or other
information that demonstrates that the facility is suitable for unrestricted

use.

Termination Procedures - Specific requirements as to how a licensee can terminate
a license including administrative nrocedures as well as technical requirements
should result in efficient, less costly efforts. Specifically in the technical
area, requirements for the performance of acceptable termination surveys can
speed up the NRC termination of license.

For type 1 licensees - a survey plan would be required for NRC approval.
Proper implementation of this plan by the licensee would allow the NRC to
terminate the license promptly.

For type 2 licensees - For some licensees, submittal of a final decommis~
sioning plan would be required. However, for most licensees only the results
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-of a termination survey or other information of an equivalent nature would be
needed. For the more complex facilities, o= those where large areas need to

be surveyed, the licensee may choose to have a termination survey plan approved
by the NRC prior to execution so that the license could be terminated when the
survey was properly implemented. .

It should be noted that specific criteria for residua’ radiation limits acceptable

for terminating a license are being proposed in 10 CFR Part 20 in a separate
rulemaking action.

Other Considerations - Mitigation of adverse environmental impact from decom-
missioning will occur provided that the proposed rule amendments are imple-
mented. Reduction of 10 CFR Part 51 requirements through categorical exclu-
sion of the funding plan approval for type 1 licenses and the funding plan
approval for type 2 licenses as well as elimination of the mandatory requirement
for an environmental impact statement for type 1 licenses is warranted and

will eliminate some requirements for such considerations in environmenta)l
reports, assessments and impact statements.

4.1.1.4 Public

The requirements set forth in this proposed rule will minimize licensee decom-
missioning impacts on health, safety and the environment. Moreover, financial
requirements will ensure that decommissioning is done as promptly as reasonable
and that a non-operational facility does not become a public burden. From a
financial aspect, especially for power reactors, requirements for funding
assurance will minimize rate payer costs relating to decommissioning.

4.1.2 Costs

The major cost impact of the proposed rule amendments is in the area of funding
assurance.

For type 1 licensees - other cost impacts for existing licenses are associated
with recordkeeping. Also, at the end of facility 1ife, the new requirements
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could add some additional reguirements to what is presently required of
1icensees.

For type 2 licenses - other cost impacts are in the area of recordkeeping.
Also, at the end of facility life, for those licensees requiring a final plan,
some additiona)l requirements could be incorporated into the licensing require-
ments beyond those incorporated into present licensing conditions.

Detailed considerations of cost impact for the NRC, other government and state
agencies, the industry, and the general public are presented in the remainder
of this chapter. . .

General estimating data relative to interpreting results presented is the use
of a 235 day work year (49-5 day weeks less 10 holidays) and a worker rate of
$40/hr which is aimed at the technical staff thought to be needed level for
the majority of the required efforts described. Thus a man-year of effort
results in a cost of $75,000.

4.1.2.1 NRC

For type 1 iicenses - the major resource impacts are estimated to occur within
the first 2 to 5 years following promulgation of the final rule amendments
during whicn time decommissioning certification or funding plans would be
required of all licensees (and would be submitted within 2 years from effective
date of rule).

In 1984 there are approximately 80 operating power reactor licenses (and about

60 under construction 50% of which are 2/3 completed) and NRC review and

approva)l of the operating license required funding plan will result in an esti-
mated 6-day effort or a 3-day effort for certification. For purposes of impact
estimating it is assumed that 50% of the power reactors under construction,

about 30, will be affected by this rule along with the already operating power
reactors resulting in a total of 110 power reactors. Use of regulatory guides

on financial assurance has been assumed in this estimate. Thus for all presently
operating power reactors this results in about 1.4 to 2.8 man-years effort and

a cost of about $105,000 to $210,000. Estimating that this effort occurs over
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3 years results in an expenditure of about $35,000 to $70,000/yr. There are

2lsc approximately 75 research and test reactors of varying size and complexity.

Using an average of 4 days of effort for review and approval of the funding plan
results in an estimated effort of about 1 man-year at a cost of about $75,000
resulting in an annual cost of approximately $25,000 spread over 3 years. ¥

Thus the total effort is estimated as 2.4 to 3.8 man-years at a cost of about
$180,000 to $285,000 or $60,000 to $95,000/year over 3 years.

Other impacts were estimated at the operating and decommissioning stages
but were all judged minor for the following reasons:

(1) During reactor operations, total NRC staff requirements are estimated at
0.4 person-year/year (about 1/2 day per facility) or $30,000/yr for
ensuring that NRC approved plan requirements are being implemented.

(2) At the decommissioning stage, it is expected that there will be a con-
* siderable spread in time when actual decommissionings take place and its
- impact on an annual basis should be small. Decommissioning has to be
reviewed even under existing regulations and overall administrative
effort should be reduced at this time because of more specific require-
ments. Elimination of the mandatory requirement for an environmental
impact statement will result in routine use of the simpler environmental
assessment. This is all that has been required in the past (prior to a
recent revision to 10 CFR Part 51).

For type 2 licenses - the major resource impacts are estimated to cccur within
1 to 5 years following rule amendment finalization primarily from funding

. assurance requirements for existing material licenses that have not been
excepted. It is estimated that a funding plan consisting of a cost estimate
and a method of providing assurance will be required of about 828 licenses.
Funding plans would be required at the time of license renewal (once every
5 years) and so efficiency of staff effort would be optimized. Moreover, it
is expected that funding plan updates at license renewal would be very minima)
and would primarily be based on considerations of inflation. Thus, no cost is
considered for NRC funding plan cost estimate update review at license renewal.
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Licensees that require a plan as well as those affected but not requiring a
plan would require a certification that funds have been assured by prescribed
metnods anc amounts specified in the rule. This would require 1jttle NRC
staff effort. It is estimated that staff effort in evaluating and approving
of a funding plan would require about 6 man days on average resulting in about
21 man-years at a cost of approximately $1.6 million spread over 5 years or
$320,000/yr.

Other impacts were estimated during plant operation and decommissioning, but

were all judged minor for the following reasons:

(1) During plant operation, NRC inspection staff requirements are estimated
as 0.9 person-year/year (1/4 day per facility) or about $68,000 for
assuring that rule amendment requirements are being implemented.

(2) At the decommissioning stage it is estimated that there will be consider-
able spread in time when actual decommissioning occurs. It is also
expected that except for the complex and costly facilities to decommis-
sion, primarily fuel cycle or large non-fuel cycle ones (of which there
are only few), most licensees will complete decommissioning requirements
prior to their request for license termination and al) that will be
required is confirmation that an acceptable termination survey had been
done, or equivalent proof of acceptability, and residual radioactivity
levels allow for unrestricted use of the facility and termination of
license. The requirement for a decommissioning plan is already required
in the recent amendments to 10 CFR Part 30, 40, and 70 specifying
licensee responsibility for nuclear materials and procedures for
termination of of specific licenses (48 FR 32324, July 15, 1983). These
amendments have been incorporated into the proposed rules to ensure
uniformity of style as well as completeness.

A summary table of NRC manpower effort for type 1 and 2 licenses in terms of
manpower and cost {s presented in Attachment B.
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4.1.2.2 Other Government and State Agencies

Other state or government agencies are not expected to be signifitantly cost
impacted. For state or Federal licensees, such as test or research reactors;
funding assurance allowing for state or Federal agency certification will
limit impacts and provide for a more efficient method of funding preparation.
It is estimated that 75% of research and test reactor licenses are federal or
state owned ahd that funding plans plus recordkeeping requirements for the
approximately 60 reactors would cost $75,000/yr over 3 years (see sec-

tion 4.1.2.3, 3rd paragraph). :
Agreement states must maintain comparable requirements, and will have similar
impacts as that to NRC to implement these requirements. Type 2 licensees only
are involved and a similar number are expected to be affected. Thus, the
total impacts to all Agreement States would be similar to the impacts to NRC
associated with type 2 licensees.

4.1.2.3 Industry .

For type 1 licenses - major impacts would be in the funding plan requirements
and for recordkeeping. For funding assurance plans an initial cost estimate
is required together with a method for providing reasonable assurance that
such funds will be available for decommmissioning. Licensees and applicants
can base estimates of decommissioning costs on the Battelle Pacific Northwest
Laboratory reports on technology, safety and costs for decommissioning as well
as a regulatory guide. The proposed amendments indicate that collection of
funds which can be kept in an internal reserve account provides reasonable
assurance of availability of funds. It is recognized that some "phasing in"
time for power reactor funding assurance is required for existing operating
reactor licensees because otherwise this could have an immediate capital
market resource impact. Therefore, within the interpretation of reasonable
funding assurance, the NRC would recognize (for facilities where decommission-
ing costs would be $5 million or more) a period of 5 years or one-third of the
remainder of years until license expiration, whichever is greater, as the time
the licensee would have to make up funding costs in an annual sinking fund
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that wouid bring the fund to adeguate current funding levels. As part of the
NRC's elimination of the requirement for financia) qualifications (47 FR 13750
Marcn 1982) the Commission noted that requirements for decommissioning funding
would be included in proposed rule amendments. Use of the option of unsegregated
internal reserve collected for this pu;pose with gradual phasing in of reserve
amounts required over a 5 year or greater period minimizes any impact that might
result from this requirement.

The majority of licensed test and research reactors are owned by the State,
Federal Government, or large universities. Reasonable funding for those not
owned by the State or Federal Government would require a funding assurance
method. This could be in the form of a broad variety of alternatives prescribed
in the rule but dces not include internal reserve as in the case of a multi-
asseted utility. However in the most costly case, such as a surety, an annual
cost of 1-2X of the face value of the surety would result (which for most
would not exceed $20,000/yr) and could be reduced as funds are set aside in an
external sinking fund to pay for the cost of decommissioning so long as the
surety coverage plus accumulated funds are adequate.

It is estimated that a certification or funding plan as well as implementation
of recordkeeping for power reactors would take about 14 to 22 days to develop
(including 4 days on recordkeeping, 8 days on cost estimating, and 10 days on
plan implementation). This would result in an effort for the approximately

110 operating reactors (includes 30 under construction) of about 6.6 to

10.3 man years at a cost of approximately $495,000 to $773,000. When spread
over 3 years this would result in a cost of $188,000/yr. For research and test
reactors, the funding plan as well as the recordkeeping effort is estimated at
about 11 days on average resulting in a cost of about $3,700 per reactor.
Assuming 25% of these are industry owned, :his would result in a cost of
$75,000 which when spread over 3 years results in a relatively minor cost of
$25,000/yr. Other impacts were estimated at the operating and decommissioning
stages but were all judged minor for the following reasons:

(1) DOuring the operational stage costs (primarily financial update) are

estimated as less than 0.5 person-year/year ($38,000/yr) for the tota)
industry.
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(2) AL the decommissioning stage, plans are already required. Explicit
requirements would make this process more efficient. Moreover, it is
- expected that such explicit requirements would allow for a’simpler

presentation of environmental report reguirements resulting in some
reduction in cost.

For type 2 licenses - major impacts would be in the funding assurance require-
ments. Details of the results presented here can be found in Attachment A. A
cost estimate for decommissioning and a method of providing assurance would be
required of about 1656 such licensees; it was estimated that the number of NRC
and state iicenses are comparable. Based on this it is also estimated that an
additional 252 licensees will roquif; certification of funding assurance of
$500,000 and about 468 others will require assurance of $100,000. Also for
affected large sealed sources licensees (about 602), assurance of $50,000 will
be required. The proposed rule amendments allow as much flexibility as possibl¢
for providing such assurance, in order to reduce the impacts. It is likely
that many licensees (especially small licensees) will choose a surety or other
guarantee method. This s estimated to cost 1-2% of its face value annually.
However, this cost can be considered an operating business expense and is tax
deductible, resulting in a saving of between about 25-50% depending on the size
of the licensee. If a surety method is used, then this is estimated to cost
$10.6 million annually ($1,500 to $5,000 per licensee). Licensees requiring
plans are expected to utilize other allowed funding methods such as external
sinking funds which may reduce funding assurance costs. It is also expected
that many other licensees will use other allowable funding assurance methods,
thereby reducing these estimated costs. For small entities, it is expected

that the majority will be excepted (especially for medical )licensees) because
of the exception for half-lives less than 120 days, most sealed sources, Part 30
and 70 licensees possessing material less than or equal to 1000 Appendix C
values of 10 CFR 20, and Part 40 licensees pcssessing source materials less

than or equal to 10 mCi. For those small entities affected (about 276 licenses)
it is estimated that at worst the annual cost of maintaining sureties is about
$560,000 annually (81,500 for the majority of licensees). These small entities
would be aimost exclusively industrial licensees. Historical information indi-
cates that such small industrial licensees are the most 1ikely to default and

it is particularly important that these licensees provide financial assurance
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to ensure that health and safety will not be compromised because of a lack of
funds to decommission.

For those licensees where a fhnding plan is reguired, it is estigated that the
cost of developing such a plan based on a 12 day effort is about 85 man-years,
at & cost of $6.4 million or spread over 5 years, $1.28 million/yr. No cost
is considered for funding plan cost estimate updates because this occurs at
license renewal and efficiency of effort can be optimized. Moreover, it is
expected that this effort will be very minor and primarily pertain to con-
sideration of inflation.

Other additional requirements such as recordkeeping considerations are expected
to have minor impact and are considered to be consistent with good practices.
No plan is required and recordkeeping can be as simple as maintenance of a
centralized reference file.

Impacts during operation or termination of license are judged minor. For the
majority of licensees, decontamination and surveys can be conducted under the
operating license and no plan will need to be submitted. For those facilities
which are complex and costly to decommission, detailed plans are already
required., These requirements have recently been included in amendments to

10 CFR 30, 40, and 70 and have been incorporated into this proposed rule for
uniformity and completeness.

4.1.2.4 Public

The public, as user of electricity, has to pay for the cost of decommissioning
as a routine cost and thus decommissioning costs in themselves do not constitute
a special impact. However, major potential cost to the public could come from
a lack of financial assurance resulting in inadequate or nonexisting licensee
decommissioning funds and lead to an inability to expediently deccmmission.

Such a situation would result in a public burden. Use of proper practices
through regulatory requirements would minimize this possibility as well as

tend to keep decommissioning costs to a minimum.
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5. Decision Rationale

An assessment of the costs and benefits of the proposed amendmenfs leads to

the conclusion that overall there will be a moderate increase in costs to the
NRC, State and Federal agencies, industry, and other licensees and an important
increase in the effectiveness of decommissioning activities that will ensure
that impacts on health, safety and the environment are minor. Therefore, the
proposed action is recommended. No alternatives, other than rule amendments
were judged to be satisfactory. This decision is supported by both quantified
cost data and a reasoned judgment on improvements to health, safety and the
environment. .

6. Implementation

(a) Schedule

No implementation problems are anticipated. The framework for implemen-
tation is already established in the NRC, State and Federal agencies, and
the industry. Major impact from initiating the rule has been minimized
by allowing phase in time of requirements after rule finalization. For
«type 1 licensees, this is 2 years for submittal of a funding plan.

For type 2 licensees, financial assurance requirements become effective

1 year after the rule becomes final. For those licensees requiring a
funding plan, such plans are required to be submitted at the time of
license renewal.

Relationship to Other Schedules

It is intended that an FEIS on decommissioning be issued which will

consider comments from these proposed amendments. Issuance of final
amendments will occur after the FEIS has been issued. No effect on

other schedules is anticipated.

Enclosure B



ATTACHMENT A

Cost to focctec NRC Material Licensees? .

Licensees requiring plans and/or
certification for $500,000

Licensees requiring certification
for $500,000

Licensees requiring certification
of $100,000

Sealed Source licensees requiring
certification of $50,000

Total Cost* - Millions

Number of of Dollars (2% of Surety
Licenses less tax rebates)
828 4.1
126 0.63
Total 4.7
234 0.35
301 0.23
Overall 5.3

¥For Ticensees requiring $500,000 certification or more use 50% tax bracket.

~ For licensees requiring $100,000 or less use 25% tax bracket. .
tIt is estimated that Agreement State licensees are equal in number and that
Agreement States would have equal costs.

Estimate that the number of Agreement State licensees are equal in number and

thus overall cost impact is doubled.

Therefore, surety cost for all affected

licensees would be 2 x $5.3 million or about $10.6 million annually.

For small businesses, it is estimated that 50% of the licenses requiring
$100,000 certification plus 10% of those requiring $500,000 certification plus
1X of those requiring a plan are affected. This results in about 138 affected
NRC smal) business licenses and a surety cost of 1% of 4.1 million plus 10%

of $0.63 million plus 50% of $0.35 million or about $0.28 million/yr. Thus,
doubling these numbers results in an estimated total of small business licenses
of 276 at an annual cost of $0.56 million.
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o ATTACHMENT B

Effect and Cost of Proposed Rules to NRC .
"Manpower Cost Duration
Liccnszpre NRC Office (man-year) (thousands/yr) (years)
Part 50 and 72
NRR 0.7 18 3
(certification)
2.5 (plan) 63
SP 1.7 43 3
(certification)
1.3 (plan) 33
Regions 0.15 operating 12.5 over period
life of reactor of license
SP 0.15 operating 12.5 over period
life of reactor of license
NMSS negligible
Part 30, 40,
and 70
NMSS or
Regions 4.2 funding 320 5
plan
Regions 0.9 operating 68 over period
life of facility of license

8/17/84 29 Enclosure B



ENCLOSURE C



DRAFT CUNGRESSIONAL LETTER

Dear Mr. Chairman:
Enclosed for your information is a copy of a Notice of Proposed Rulemaking

pertaining to decommissioning of nuclear facilities.

The proposed rule sets forth financial and technical criteria for the
decommissioning of licensed facilities and 1s a result of a reevaluation of the
Commission's decommissioning policy. An Advance Notice of Proposed Rulemaking

was published on March 13, 19/8 (43 FR 103/0) announcing that the Commission was
reevaluating 1ts decommissioning policy. A Draft Generic Environmontal Impact
Statement (GEIS) was published, and a notice published announcing its availabtlfiy
for public comment on February 10, 1981 (46 FR 11666). This proposea rule is

based on an extensive data base which has been developed as part of the reevaluation
and considers comments received on the Advance Notice, GEIS and discussions with

the states at 5 workshops.

The proposed rule defines decommissioning as always leading to unrestricted use of
property. The proposed rule would require that financial assurance for decommis-
sfoning be provided by reactor licensees and other licensees with potential for
major decommissioning costs. A number of alternative methods of providing this

assurance would be allowed,
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The proposed rule would also require that appropriate records be kept to

be sure adequate infcrmation 1s available at the time of decommissioning.
More specific criteria for planning for decommissioning are also provided,

The enclosed Federal Register Notice allows 90 days for public comment,

Also enclosed 1s a copy of a public announcement that will be released by the

Commission in the next few days.

Sincerely,

Robert B. Minogue, Director
Otfice of Nuclear Regulatory Research

Enclosures: As stated
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Draft Public Announcement
NRC PRUPUSES
DECOMMISSIONING CRITERIA
The Nuclear Regulatory Commission is proposing to amend its regulations to
include technical and financial criteria for decommissioning licensed nuclear
facilities. The existing regulations cover decommissioning requirements only in

a limited way.

As proposed, the decommissioning guidance would deal with planning needs,
timing, funding mechanisms and environmental review requirements. If adopted,
the rules would assure that licensed nuclear facilities would be decommissioned
in a safe and timely manner and that adequate funds would be available for

decommissioning purposes,

The proposed amendments would apply to all NRC licensees except licensees
for low-level radioactive waste burial facilities and high-level radioactive waste

repositories which have been addressed in separate regulatory actions,
The proposed rule defines decommissioning as removing from service and
reducing residual radioactivity to a level that would permit release of the property

for unrestricted use and termination of license.

Three acceptable decommissioning alternatives are contempiated but not

specified in the proposed rules. They are:
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DECON: wunder this alternative, equipment, structures, and portions of
the site contaminated with radioactivity would be removed or decontaminated
to a level which would permit the property to be released for unrestricted use
shortly after operations have been terminated. It would satisfy the objective
of unrestricted release of the property in a much shorter time period than the
other alternatives while protecting the health and safety of workers and members

of the public.

SAFSTOR: wunder this alternative, the nuclear facility would be placed
and maintained in such a condition that it could be safely stored and
decontaminated to levels which would permit release for unrestricted use at
= late;’date. It would be an acceptable alternative if radiation doses fo
workers involved in the decommissioning process would be reduced significantly
or in cases where almost all of the radiocactivity would decay within a few
months or years, It could also become necessary in other cases such as if

there were a shortage of offsite radioactive waste disposal space.

ENTOMB: wunder this alternative, radioactive materials would be encased
in a structurally long-lived material such as concrete and the structure would
be waintained and surveyed until the radioactivity had decayed to a level per-
mitting the unrestricted release of the property. This alternative could
reduce radiation doses to workers as well as the volume of radioactive waste

but would be expected to be Iittle used because of practical consideratiors.
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The proposed rules would require that decommissioning begin shortly after
nuclear facility operations have been terminated and that the time to reach

unrestricted use be minimized,

As proposed, planning for decommissioning would be divided into two parts:

preliminary and final.

Preliminary aspects of planning are financia)] planning and facilitation of
decommissioning. Current license holders and applicants for new licenses would
have to submit either funding plans or certification of financial assurance in
amcunts specified in the proposed rules. Funding plans would have to include a
co;t estimate and means of provid{ng financial assurance for decommissioning,
Generally, facilitation of decommissioning should be considered under the principle
of keeping exposures to radiation as low as reasonably acHievable; the rule would
require specifically only that relevant records be kept to assure adeguate information

is available at the time of decommissioning.

Final planning would involve the submission of decommissicning plans for
review and approval in advance of initiation of any major decommissioning activity
where a significant health and safety question could be involved. These final

plans would have to include as appropriate:
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(1) a description of decommissioning procedures to be used including

plans for processing and disposing of the radioactive waste;

(2) a description of methods used to ensure the safety of workers and

members of the public;

\

(3) a plan for a final radiation survey to ensure that the property is

suitable for release for unrestricted use; and

(4) a cost estimate to ensure that adeguate funds would be available

before decommissioning ‘activities we - initiated.

A number of alternative methods for assuring that funds for decommissioning--

either prematurely or at the end of operations--would be available are set

forth in the proposed rules. They include:
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(1) Prepayment--under this alternative, funds would be set aside,
prior to commencement of operations, in an account segregated from other licensee

funds.

(2) Surety or insurance--this alternative involves a method to guarantee

that decommissioning costs will be paid should the licensee default.

(3) External sinking fund--under this alternative, funds would be set aside
periodically over the life of the facility in an account segregated from other
licensee funds. This segregated account would be coupled with a surety guaranteeing
funds for decommissioning in the event of licensee detault unless the licensee is

an electric utility.

(4) Internal reserve--under this alternative, allowed only for utilities,
funds would be set aside periodically over the iife of the facility in an account which

would be part of or invested in licensee assets,

(5) Federal, state, or local certification of the availability of funds

for decommissioning,

(6) Other funding methods which an applicant could demonstrate would provide
comparable assurance to the other alternatives.
If adopted, the new requirements would reduce the specific requirements for

environmental reviews related to decommissioning by:
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(1) Providing that the decommissioning of reactors and certain materials
facilities would no longer require environmental impact statements unless
specifically determined by the Commission; environmental assessments would

be prepared, however,

(2) Providing that information concerning environmental impacts would be
submitted by licensees as a supplement to previously developed environmental

reports.,

(3) Providing that approval of funding plans would be a categorical exclusion
(a category of action which does not individually or cumulatively have a significant

effect on the human environment and no environmental review is required),

Written comments on the proposed decommig¢sioning criteria, written as
amendments to Parts 30, 40, 50, 51, 70 and 72 of the NRC's regulations, should

be submitted by (date) « They should be addressed to the Secretary of

the Commission, Nuclear Regulatory Commission, Washington, DC 20555,

Attention: Docketing and Service Branch.
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e“". Mo, UNITED STATES

s, NUCLEAR REGULATORY COMMISSION
;!Eiii!;;E WASHINGTON, D. C. 20555
£
%Q...“f JUN 18 1884 .

MEMORANDUM FOR: Chairman Palladino
Commissioner Gilinsky
Commissioner Roberts
Commissioner Asselstine
Commissioner Bernthal

FROM: William J. Dircks
Executive Director for Operations

SUBJECT: TRANSMITTAL OF DOCUMENT REQUESTED AT ZOMMISSION
BRIEFING ON JUNE 11, 1984

At the Commission briefing Sn decommiéﬁioning rulemaking presented by
the Office of Nuclear Regulatory Research on June 11, 1984, it was requested
that you be provided with cOpies of an RES contractor report referred to in
the briefing. This document, entitled “The Impact of NRC Estimates of
Decommissioning Costs on Ratepayers and the Regulatory Process" by
Dr. J. Siegel, the Wharton School, University of Pennsylvania, is enclosed

for your information.

(Signed) Jack W. Roe

Auit11am . Dircks

‘Executive Director for Operations

Enclosure: as stated

cc: General Cornsel
Director, Policy Evaluation

—>0ffice of the Secretary
of the Commission
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THE IMPACT OF NRC ESTIMATES OF
DECOMMISSIONING COSTS ON
RATEPAYERS AND THE REGULATORY PROCESS

Prepared for:

Chemical Engineering Branch
Office of Nuclear Regulatory Research

by
Jeremy J. Siegel, Ph.D.
Associate Professor of Finance

The Wharton School
University of Pennsylvania

May 14, 1984

The listing of the Wharton School and the University of
Pennsylvania is for identification purposes only. Neither
the School nor the University has passed any judgements

on the merits of this research.

" Engineering and Economics Research, Inc.

1951 Kidwell Drive
Vienna, VA 22180

Tel: (703) 893-8600



The Nuclear Regulatory Coumission (NRC) is developing 3 set of

rules pertaining to the decommissioning of nuclear

These rules could require that licensees either
prescribed amount of funds, or permit licensees to

specific cost estimates. Either of these approaches

powet plants.
set aside a
make facility

would require

collection of funds over the operating life of the facility in either

an external or internal account, unless the total costs were borne

solely et the time of decommissioning. I have been requested by the

NRC to evaluate these two approaches and include the following

considerations:

© The potential impact on the utility and the ratepayer in

dollars of the two different approaches;

o The impact on the ratepayer, both from a financial and an
equity standpoint, if the NRC prescribed amount turns out to
be different from the actual costs incurred at the time of

decommissioning;

o The potential infringement of the NRC regulation on the
pormal functioning of the public utility commissions, and

other impacts on the ratemaking process; and

0 Summary and opinion based on the above analysis.



1. Differential Impact of NRC versus Utility Specific Cost Estimates

There are essentially three effects of migestimmting the true
costs of decommissioning. The first directly involves the Ehing of
the collections of revenues through time by the utility from the rate-
payer to generate either an external or internal fund for decommis-
sioning. The timing influences whether early users, i.e., those who
purchase electricity in the early part of the plant's life, bear a
greater or lesser burden than late users. There is even some pussi-
bility that those who use electricity after the plant has been
decommissioned will be influenced by this policy. I shall refer to
this group as the "after-users”. The second effect of differential
estimates involves the cffegt on the -cost of capital is passed
through to the ratepayer, this will also influence the timing and dis-
tribution of the burden on the early and late users. The third
effect stems from the difference in tax treatment resulting from the
differential estimates. As long as the real costs of decommissioning
above involve a distributiocsl effect between the ratepayers, the

utility, and the government.

A. Timing of collections from ratepayer

The influence of a larger than needed decommissioning allocation
on the relative burden among ratepayers is generally to increase the
.relative burden on early users and decrease the burden on late or
after-users. This will be particularly true in the NRC estimate of
the cost eventually converges to the utilities' cost estimate over

time. If this occurs, early collections will be excessive and must

be offset by smaller later collections of funds. If the NRC cost



estimate always remains above the utilities' cost estimate by the
same percentage, then all generations of users vill experience an
increase in their burden. When the true cost of decommissioning is
revealed, the utility must undertake refunds, a situation wvhich willi
be discussed in Section II below.

The Appendix illustrates the effects on the funds collected by
the utility under various assumptions. If decommissioning costs are
rising at 101 per year, while general inflation is rising at 8% per
year, & $120 million current cost estimate will have a real value of
$208.1 million at the end of 30 years. The most equitable way to
fund this cost is for ratepayers to pay into a fund $5.13 million per
year, escalated each year by'BZ, the rate of inflation, so that the
real costs of contribution remain unchanged. This involves an equal
burden between early and late ratepayers. If this method were
choun; then an overestimate by the NRC would raise the burden
equally among ~1il ratepayers, except that the sum left over after
decommissioning would have to be distributed.

Unfortunately, the above method of allocating costs is not fre-
quently used by utilities in calculating decommissioning funding.
Instead, a future cost net negative salvage value method is used.
This method involves the use of level dollar funding, which amount to
annual contribution of $12.73 million. This means that the early
users will pay 248% of the ideal funding requirements while late
users will pay as little as 24.7%1 of their ideal funding require-
ments. 1f the future cost net negative salvage value method is used,
then an NRC overestimate of the true costs will vorsen the relative

imbalance between early and late users. If the future cost method



vere used, based on $120 millionm, while the true current costs of
decommissiong were only $100 million, then early ratepayers would pay
297% of the ideal burden while late ratepayers would pay only 29.6%
of the true burden. In other words, early ratepayers' burden would
rise under NRC estimates by 49 percentage points while late rate-
payers' burden would rise by only 5 perceantage points. Therefore an
NRC provided overestimate would worsen the distributional conse-
quences among ratepayers.

1f the Public Utility Commission (PUC) permitced a collection
procedure which required lower than 4ideal early collections and
higher than ideal late collections, and NRC overestimate of decom-
missioning costs would tend to offset this bias. This type of
situation could develop if the costs of decommissioning increased at
a rate far more rapidly than expected, so that early contributions
were actually insufficient to cover the actual costs as later
experienced. In this case an "overestimate™ by the NRC acutally is

closer to the true costs of decommissioning.

B. Impact on the Cost of Capital

In general, the impact of a higher than true estimate of the
costs of decommissioning is influenced by whether the funding is done
{nternally or externally. If the PUC (or the NRC) requires that fund-
“ing be external, and maintained in very high grade taxable government
or corporate bonds, then the effect of a higher NRC estimate would be
to lower the average rate of return to capital for the utility. This
occure since the borrowing rate of utilities (particularly today for

those with high nuclear power plaut exposure) is higher than the rate



of return earned on the assets invested in the decommissioning fund.
The establishment of an external decomzissioning fund actually redis-
tributes the overall return of the utility awvay from the junlor bond-
holders and equity holders and towards the senior bondholders. In
the event of bankruptcy, the senior bondholders are now more secure
than they would have been otherwise, and the price of their bonds
would rise in the market. Since the difference between the long-term
government bond rate and the rate of Baa (Moody rated) utilities is
now almost 2%, this amount could become significant as the decommis-
sioning fund accumulates through time. In fact, in the final year of
the fund, the differential interest return would be about $4.2
million (2% of the real coct'of decommiesioning) which is 82X of the
smount collected in the final year.

1f funding is accomplished internally, so that the revenue
inflow from ratepayers is used to retire existing utility deot or
borrow less than otherwise, the problem of differential yields does
not arise. Of course in this situation the NRC does not have the
same degree of assurance that funds will be available for deconmi s~
sioning in the event of the utilities' bankruptcy. I believe that
the possibility of insufficient decommissioning funds is extraordi-
parily unlikely, particularly for large ongoing utilities which have
other assets. However, this question involves issues that are beyond
the scope of this study.

If external funding is required, then the relative burden of
collections for the fund would depend on the type of collection pro-
cedure used by the utility, as outlined above. 1If, in our example,

the utility were able to invest im 121 securities instead of 102



securities, the ideal yearly burden would fall to $3.71 million from
$5.13 million. If calculcted properly, the reduction in the annual
collections would be proportional to the ideal collection paftern, so
that the relative burden on ratepayers remains unchanged. However,
1f the future cost net negative salvage value procedure is chosen,
then allowing the utility to invest im higher interest bonds would
decrease the yearly nominal payments to $8.68 million, or 32X1. This
would decrease the relative burden of the early users, although they
would still shoulder a greater burden than from the ideal collection
procedure. This occurs because any collection plan that involves a
constant dollar collection will mean less real dollars in the later
years than earlier years. I{ the utility is permitted to invest in
higher yielding securities (which would occur in the funding was done
internally) then the reduction in annual collections would mean more
real dollars to the early users than the late users. However, as
already cited, a higher than actual cost estimate by the NRC auto-
matically means a greater relative burden for the early users in the
case of future cost net negative salvage value accounting. There-
forc. internal funding will only partially offset this extra burden

imposed by the higher NRC estimate.

C. Tax Impacts

Some of the above results concerning the costs of external and
internal funding may be reversed when tax considerations are
included. If the utility is allowed to invest its external decommis-
sioning fuﬁd {n tax-exempt securities, then this may offer a better

return than can be obtained from internal funding. For example, if



the debt costs of the utility are 16X, a utility in the 502 marginal
tax bracket has a net debt cost of only BX. If tax-exempt securities
are available with a 102 yield, than this is a preferable imvestment.
This occurs because the utility is essentially performing "tax arbi-
trage,” i.e., borrow with tax deductible interest to buy tax-free
securities. This is prohibited by the Internal Revenue Service for
individuals, but may not be for wutilities for the purpose of
establishing a decommissioning fund.

Under current IRS regulations, decommissioning costs can only be
expensed by the utility at the time they physically occur. Up to
that time, the income received by the utility from the ratepayers is
taxable. Although some have observed that this requires asearly $2 of
ratepayer contribution for every one dollar of net revenue collected
{nto the decommissioning fund, this is wrong since it dignores that
total costs of decommissioning are deductible to the utility at the
time they occur. Therefore, a $2 decommissioning expense costs the
utility only one dollar. The true costs of the IRS method of tax
treatment depends on two considerations: (1) the extent to which
individuals receive a greater after-tax return than the utility, and
(2) the extent to which the utility can utilize the full tax benefit
of the decommissioning costs at the time they occur.

In respect to (1) above, one must determine whether the individ~-
ual 1s in & lower marginal tax bracket than the utility. Since this
will, i{n general, be true, an individual can accumulate funds, for
the same level of risk, at a greater rate than can the utility. In
our cxanpli sbove, 1f an individual is in the 3021 marginal tax

bracket, if he invests in a 162 utility bond, he will receive an 11.2



after-tax rate of return. If one assumes that the utility chooses
external funding, so that it invests in 10I tax-fre securities, the
{ndividual will accumulate his investment at a rate 1.21 above the
rate for the utility. Using our example in the Appendix, this means
that ratepayers would have to contribute at a rate of only $4.23
million per year, in real terms, or about 17 1/22 below the rate
required by the utility.

Point (2) above can only be ansvered by knowing the taxable
{ncome of the utility at the time of decommissioning. If the utili-
ties' net income is less than the decommissioning cost, then the tax
loss may be carried forward, but under these circusstances the
utility will lose interest cn’tned on the tax benefit, as well as oot
enjoy the full maximum tax benefit (due to gradusted rates) of the
deduction that can be taken at the time of decommissioning.

In general, it can be concluded that current tax lav discrimi-
nates against the collection (either internal or external) of a
decommissioning fund. This causes more taxes to be paid to the
federal govermment than would occur if the costs vere just collected
it the time of decommissioning. Therefore, an NRC overestimate of
the decommissioning costs would cause increased taxes to the utilicy,
wvhich will eventually be passed on to the ratepayer. This is, how=
ever, a complicated question involving assumptions about the marginal
. tax rates of individuals and utilities, as well as the taxable and
tax-exempt yields available to both these groups. Further study of

this problem is certainly warranted.



D. Summary

From the above discussion, it is clear that & higher decommis-
sioning fund will probably raise the costs to both the ri%epayern.
especially the ea..y users, and to the utility, which will seek to
pass these costs on to the ratepayers. Despite this, it is probable
that the utility will seek the largest possible decommissioning fund
to be approved by the PUC. The reason for this is that if the actual
costs of decommissioning turn out to be greater than estimated, the
PUC may not allow the utility to recover the difference. This would
occur for two reasons. First, if actual costs exceeded estimates,
the utility could be challenged that it did rot decommission in the
most cost-effective manner, e charge, if substantiated, would not
permit recovery from the ratepayer. Furthermore, even if decommis-
sioning were cost-effective, it may be politically impossible for the
utility to backcharge earlier users or surcharge after-users for the
difference. The utility would greatly prefer to be in the position
of overestimating costs and then remitting refunds at some future
date. Of course, if there were competition in the distribution of
electricity, then it would be in the interest of the utility to
collect the lowest feasible decommissioning funding from its custo-
mers, 8o as to increase its customer base. FHowever, under current
ratemaking procedures, the considerations analyzed above would
indicate that the utility would prefer to overcharge early customers

than risk never collecting the difference.

11. Effects of Fund Balance Differing from Decommissioning Costs

1f the actual costs of decommigsioning turn out to be less than



those estimated by the NRC, then the public utility commissions will

demand that the difference be refunded to the customers. Row this is

done will depend on circumstances. Ideally, the refund would be made

to all customers who have used electricity from the date the nuclear

reactor was commissioned, but this 1s administratively impossible.

The next choice would be to search back as far as practical, say a
year or two, and refund late users. In practice, some refunds would
probably be made to individuals who have not used power produced by
the nuclear plant. These after-users would get a benefit, even
though they may not have shared any of the costs of providing such
energy.

If the NRC estimate turn,d out to be less than the actual decoe~
missioning costs, then the utility will seek to recover the differ-
ence from the ratepayer. It would be very difficult, if not politi-
cally infeasible, to collect the difference from past ratepayers
since many of them may have left the area. Therefore the collection
would have to be attempted from the after-user group, wvho may very
well object since they did not share in any of the benefits of the
.phnt. As mentioned above, this may be one reason why utilities may
choose the highest decommissioning cost estimate possible, to avoid
the possibility that they may never be able to collect the defi-
ciency. In fact, unless the NRC estimates were carefully worded, the
- NRC may incur & legal lisbility in the case the utility used the NRC
estimate and was unable to recover the deficiency.

1t should be noted that the problems noted above, i.e., the

actual decommissioning costs differeing from those estimated, may

occur whether or not the NRC provides an estimate of these costs.
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However, the greater the deviation of the NRC estimated costs from
the true costs, the more likely the above problems would arise. In
particular, since the utility would probably want to choose the high=
est estimate available, the result would be an even greater burden on
the early ratepayers. In this case the very later users, and the
after-users, would gain the primary benefit of such an overestimate

vhen the PUC orders a refund.

111. Effect on the PUC Ratemaking Process

There is no doubt that the NRC estimate will have a significant
impact on the decision of the PUC regarding the magnitude of the
deconmissioning fund. In my 'cxpcricnco_ in PUC proceedings, estimates
made by govenment or quasi-government agencies have a strong
{nfluence on final decisfons. The determination of the size of the
deconmissioning fund, and therefore the amount to be collected from
ratepayers, normally occurs when the utility seeks a change in
tariffs. The following procedure occurs in the state of Pennsylvania
and is very similar to that used in other states. At the point the
utility files a tariff change it must present its best estimate of
ite total expenses, revenues, capital expenditures, and costs of
financial capital to the PUC. Among the items considered would be
the size of the decommissioning fund. At this point, plaintiffs
sgainst the utility, as well as the PUC, can challenge the utility
estimates before an administrative law judge. These hearings
pormally take several months. Infrequently a settlement is reached
by the parties involved before & formal ruling by the PUC is made.

If & settlement is not reached, the administrative lav judge will

11



render an opinion. This is then sent to the PUC, along with comments
and exceptions by all parties inovolved, for a final decision. The
decision of the PUC is usually final, although it may be aﬁ}oalod to
the state Supreme Court.

Since, as noted above, it is probably in the interest of the
utility to obtain the highest possible estimate of the decommission~-
ing fund, the utility will use the NRC estimate even though it may be
higher than the utilities' internally generated estimate. This
occurs since the utility correctly perceives it as difficult, 1if not
impossible, to recover decommissioning costs exceeding those esti-
mated. Of course, if the plaintiffs in the rate hearings also
believe that the doco-laaologin. estimate is too high, this estimate
will be challenged and the utility will be forced to Jjustify its
estimate. However, the burden of proof would be shifted signifi-
cantly, to the plaintiffs to prove that the NRC estimate is too high
and not applicable to the particular plant being considered. When-
ever figures requiring judgement are in contention in a rate hearing,
the administrative law judge, as well as the PUC, often take simple
Aavcrugoo of well-informed opinion to arrive at a consensus estimate.
This is no question, therefore, that an NRC estimate above that which
would be estimated by the utility alone will result in a higher
decommissioning fund than in the absence of an NRC estimate. There
. will have generally unfavorable effects on ratepayers as analyzed in

Sections I and 11 above.

IV. Summary and Conclusions

The analysis presented in Sections I, II, and III above support
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the following conclusions:

o]

The

Utilities normally desire the highest possidble decommission-
ing fund so that there will be a lower probabiliry of an
underfinanced fund from which the deficiency may not be
collectidle.

The establishment of an NRC estimate will influence PUC pro-
ceedings and the final cost estimate of the decommissioning
fund awvarded by the PUC.

In general, the higher the level of the decommissicaing fund,
the higher will be the costs tc the ratepayers due to the
lower marginal rate of return on the fund's assets and the
unfavorable tax treatment accorded by the IRS.

Most procedures for funding the decommissioning fund result
n & relatively heavier burden on early ratepayers. 1f
actual decommissioning expenses differ from the final fund
balance, there are difficulties in properly distributing the
excess equitably among ratepayers.

refore, the effect of a uumi adopting an NRC estimate of

the decommissioning costs which exceeds that which would have been

developed by the utility will generally result in:

(1)
(2)

3

(4)

It

Higher energy costs to all ratepayers

Greater relative burden of decommissioning costs on early
ratepayers

More paperwork and hearings as the NRC estimate is
challenged by the PUC and other interested parties, and

A greater assurance the funds will be available for decom
missioning, 1f the fund is externally financed.

is my opinion that unless the last point is of overriding

{mportance, it would not be in the best. interest of the ratepayer to

have the NRC develop an estimate of decommissioning costs, especially

if that

estimate would not be tailored to the plan in question and

tended to overestimate the true costs of decommissioning.
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APPENDIX

The example in the body of the report is analyzed with the Following
parameters:

Length of Life of Reactor 30 years
Overall Inflation Rate (yearly) 82
Decommissioniug Inflation Rate 10%

Current NRC estimate of decom costs $120 million
Current utility estimate of decom costs $100 million

The following results follow from the above assumptions

NRC Estimate Utility Estimate

(millions)
$
Money Cost of Decom 30 years hence 2,094 1,745
Real Cost of Decom 30 years hence 208.1 173.4
Annual Funding Using Future Cost
Negative Fet Salvage Value
{Constant Nominal Dollars)
at 102 interest 12.73 10.61
122 ioterest 8.68 7.23
11.27 interest 10.12 8.44
Annual Funding Using Ideal Price
Escalated Methods
(Constant Real Dollars)
at 102 interest 5.13 4.28
12% {nterest 3.7 3.09
11.2% {oterest 4.23 3.53
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