March 7, 2007

Mr. John Lisi
853 Elty Ave.
Vineland, NJ 08360

SUBJECT: EFFECT OF BANKRUPTCY ON DECOMMISSIONING OF THE SHIELDALLOY
METALLURGICAL CORPORATION SITE IN NEWFIELD, NEW JERSEY

Dear Mr. Lisi:

On December 12, 2006, the Nuclear Regulatory Commission (NRC) held a public meeting in
Newfield, New Jersey. The meeting addressed the environmental impact of Shieldalloy
Metallurgical Corporation’s (SMC’s) decommissioning plan. At the meeting, you asked several
questions regarding the effect bankruptcy could have on the approval or rejection of SMC’s
decommissioning plan and, to the extent a plan is approved, SMC'’s future decommissioning
activities.

The NRC requires that all decommissioning plans include a demonstration of financial
assurance to ensure that sufficient funds are available to carry out all decommissioning
activities. To demonstrate financial assurance, a licensee such as SMC must establish a
financial assurance mechanism. That mechanism consists of one or more financial
instruments, such as a trust fund, an escrow account, or a government fund.

In this case, the NRC staff is reviewing SMC’s financial assurance mechanism to ensure that
sufficient funds will be available to carry out all decommissioning activities. If SMC were to file
for bankruptcy before the NRC decides whether to approve or reject its decommissioning plan,
the NRC would carefully evaluate that filing in determining whether SMC meets the financial
assurance requirements for decommissioning. Until SMC meets those requirements, its plan
cannot be approved. Please note that, regardless of whether SMC’s proposed
decommissioning plan is approved or rejected, SMC remains responsible for decommissioning
its Newfield site in accordance with NRC regulations. For more information on those
regulations and the criteria the NRC uses to evaluate financial assurance, please see 10 CFR
§ 40.42, “Expiration and Termination of Licenses and Decommissioning of Sites and Separate
Buildings or Outdoor Areas,” and Part Il of NUREG-1757, Volume 3, “Consolidated Nuclear
Material Safety and Safeguards Decommissioning Guidance: Financial Assurance,
Recordkeeping, and Timeliness.” These materials are publicly available on the NRC’s website,
WWW.Nrc.gov.
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In the event SMC were to file for bankruptcy after decommissioning begins, SMC would still be
responsible for complying with all of the NRC’s regulatory requirements, including those related
to decommissioning. Any trustee or receiver in bankruptcy would retain SMC's obligation to
comply with NRC regulations and SMC'’s license conditions. The NRC would take all
appropriate steps to ensure that the financial instruments included in SMC’s decommissioning
plan are available for decommissioning activities, and the NRC would work with the United
States Department of Justice to ensure that its interests are represented in any bankruptcy
proceedings. For more information on these issues, you may wish to consult NUREG-1556,
Volume 15, “Guidance About Changes of Control and About Bankruptcy Involving Byproduct,
Source, or Special Nuclear Materials Licenses,” also available on the NRC’s website.

Thank you for your interest in these issues and for your participation in the December 12, 2006,
public meeting. | hope this letter answers the questions you raised at the meeting.

Sincerely,

IRA/

Rebecca Tadesse, Branch Chief
Division of Waste Management
and Environmental Protection
Office of Federal and State Materials
and Environmental Management Programs
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