February 1, 2008

Mr. Barry Cole

Licensing Officer

BWX Technologies, Inc.
Nuclear Products Division

P.O. Box 785

Lynchburg, Virginia 24505-0785

SUBJECT: BWX TECHNOLOGIES, INC. - ACKNOWLEDGMENT OF RECEIPT OF
AMENDMENT REQUEST AND EXEMPTION REQUEST DATED JANUARY 7,
2008 AND SUPPLEMENTAL INFORMATION DATED JANUARY 11, 2008, AND
REQUEST FOR ADDITIONAL INFORMATION (TAC L32657)

Dear Mr. Cole:

This letter is to acknowledge the receipt by the United States Nuclear Regulatory Commission
(NRC) of your January 7, 2008 letters (ML0780160257, ML080160149) and your January 11,
2008 letter (ML080230599) that provide supplemental information to your November 14, 2007,
amendment request. In your letter (ML080160257), you submitted a request to transfer control
of special nuclear material license number SNM-42 from BWX Technologies, Inc. (BWXT) to
Babcock & Wilcox Nuclear Operations Group, Inc., (B&W NOG). You also requested an
exemption from 10 CFR 70.25(f) insofar as it would require you to provide financial assurance
for decommissioning costs associated with work performed pursuant to contracts with the
United States Department of Energy (DOE). In this regard, you propose that BWXT be allowed
to provide a letter of agreement from the DOE to fulfill the requirements of 10 CFR 70.25(f).
This exemption, if granted, would be granted to the new licensee, B&W NOG.

At the December 17, 2007 meeting between NRC and BWXT on transfer of control
(ML080090688), and through follow-on emails to BWXT (ML080290258, ML080290270), the
NRC identified what it needs in order to accept your application and begin its technical review.
After reviewing the above BWXT submittals against the list of open items that were
communicated to BWXT, the staff finds that the BWXT submittals are not complete and are not
of high quality, and do not meet the applicable requirements of 10 CFR 70.25. For example,
pursuant to 10 CFR 70.25(e), B&W NOG, as a new licensee, must certify that financial
assurance for decommissioning has been provided in the amount of the cost estimate for
decommissioning. Other deficiencies are detailed in the enclosure.

Accordingly, the staff is enclosing a second Request for Additional information (RAI). Please,
provide your responses to these RAls within 30 calendar days from the date of this letter.

In order for the staff to provide adequate public notice of the licensing actions under
consideration (transfer of control and exemption), your response is also required to the letter
(ML080150394) regarding partial denial of withholding proprietary information from the public.
In accordance with 10 CFR 2.390 of the NRC’s “Rules of Practice,” a copy of this letter will be
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available electronically for public inspection in the NRC Public Document Room and from the
Agencywide Documents Access and Management System (ADAMS). ADAMS is accessible
from the NRC Web site at http://www.nrc.gov/reading-rm/adams.html (the Public Electronic
Reading Room).

As reflected above, our acceptance review of your pending transfer and exemption applications
is not complete, and no opportunity for hearing can be noticed until our acceptance review is
completed and your applications have been formally docketed.

In addition, copies of your submittals have been forwarded to the License Fee and Accounts
Receivable Branch, Office of Chief Financial Officer, who will contact you separately for billing,
as your requests are subject to full cost recovery.

Please direct any questions you may have to me at (301) 492-3225, or via e-mail to
ams3@nrc.qov.

Sincerely,

IRA/

Amy M. Snyder, Senior Project Manager
Fuel Manufacturing Branch
Fuel Facility Licensing Directorate
Division of Fuel Cycle Safety

and Safeguards
Office of Nuclear Material Safety

and Safeguards

Docket No.: 70-27
License No.: SNM-42

Enclosure:
Request for Additional Information
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REQUEST FOR ADDITIONAL INFORMATION

BWX TECHNOLOGIES, INC.
SNM-42 LICENSE AMENDMENT REQUEST, JANUARY 7 AND JANUARY 11, 2008
SUPPLEMENTAL INFORMATION

Please provide the following information:

1. In accordance with previously-cited guidance (NUREG-1757, Vol 3, Appendix A.10.4),
provide a draft Letter of Credit (LOC) in the new corporation's name (B&W NOG). The NRC
staff would then be able to review the draft and revise it as necessary to indicate wording that
would meet NRC's requirements. The current licensee, BWXT, must have financial assurance
up until the point the license is transferred to B&W NOG. There must not be a gap in financial
assurance for any amount of time. As indicated below, the information submitted to date has
not resolved the staff's previously-stated concerns in this regard.

Rather than submitting a draft LOC, BWXT informed staff the current LOC will be amended to
add B&W NOG, Inc. as a guarantor under the BWXT credit. Furthermore, BWXT also informed
the staff that once the LOC is amended, an executed copy of the amendment will be forwarded
to the NRC. This is not acceptable. An amended LOC would not meet regulatory requirements
because B&W NOG is a new licensee and must provide originally signed financial assurance
instruments in its own name. An original signed LOC is required per 10 CFR Part 70.25(e).

In earlier discussion, the staff stated that a single, skillfully drafted LOC may assure that no gap
in financial assurance coverage will occur while the transfer is in process. The amendment
proposed in your January 7, 2008 letter (ML0O80160257) did not provide that assurance
because it did not name both BWXT and B&W NOG as potential licensees. If BWXT is unable
to provide a single LOC that eliminates any gap in financial assurance coverage, then an
additional LOC must be provided for B&W NOG. The two LOCs (one each for BWXT and B&W
NOG) must overlap in duration to eliminate the gap. When the transfer is complete, the NRC
will consent to cancellation of the LOC for BWXT.

In addition, BWXT provided a copy of its request letter to its financial institution, Calyon Bank,
and a letter of Consent and Waiver from Calyon Bank to show that Calyon Bank will continue to
provide financial assurance through BWXT and then through its direct subsidiary, B&W NOG.
Calyon Bank's letter of Consent and Waiver reflects a credit agreement between the bank and
BWXT - it is not itself a financial assurance instrument.

2. Provide a draft Standby Trust Agreement in the new corporation's name (B&W NOG).
The current NRC guidance on Standby Trust Agreements may be found in NUREG-1757, Vol
3, Appendix A.17.4 (standby trust agreement). As with a draft LOC discussed above, a draft
Standby Trust agreement, if submitted to the staff for review, may be helpful in avoiding further
delays in approving the transfer of control. By reviewing a draft, the staff could identify
necessary changes that would need to be addressed before a change of control is approved.

In BWXT's January 7, 2008 submittal, BWXT states that it will provide..., “a copy of the draft
Standby Trust Agreement, which will reflect the new company name, under a separate
submittal. Once the Standby Trust Agreement is executed, an executed copy will be forwarded
to the NRC.”

Enclosure



But BWXT did not provide a copy of a new Standby Trust Agreement in draft form. Instead, by
letter dated January 11, 2008, it proposed amending the existing trust agreement. However,
the proposed amendment did not adequately update the amount of financial assurance; did not
provide the dollar amount of the cost estimate; did not remove references to inactive licenses;
did not identify the current escrow administrative fee; and did not identify the name and address
of the new licensee. In any case, as explained in RAl number 1 above, B&W NOG must
provide an original signed instrument, not simply an amendment. NRC requires the signed
original instrument document, not a draft, before the transfer of control can occur.

A single, skillfully drafted standby trust agreement may provide financial assurance without a
gap in coverage, similar to the LOC discussion above. However, if BWXT is unable to provide
a single standby trust that eliminates any gap in financial assurance coverage, then an
additional standby trust must be provided for B&W NOG to receive funds from the LOC
provided by B&W NOG. The two standby trusts (one each for BWXT and B&W NOG) must
overlap in duration to eliminate the gap. When the transfer is complete, the NRC will consent to
cancellation of the standby trust for BWXT.

3. In addition to a new LOC and a new Standby Trust referenced above, the new licensee
(B&W NOG) must provide a certification that financial assurance for decommissioning has been
provided in the amount of the cost estimate for decommissioning.

4. Provide a copy of the contractual agreement with DOE regarding decommissioning
financial assurance for naval reactor fuel.

5. As stated during the December 17, 2007 meeting with BWXT, the NRC will accept a
bridge letter that specifies the date when a copy of the new contract between B&W NOG and
the DOE will be provided. In this regard, BWXT submitted a letter on BWXT stationary,
countersigned by H. A. Cardinali of the DOE. Provide proof that he has signature authority to
enter into such a contract on behalf of the DOE, and provide H.A. Cardinali's current title.

6. As stated during the December 17, 2007 meeting with BWXT, before NRC will transfer
control of a license to a new entity, the NRC must ensure that all other licenses and certificates
are also in order. In this regard, provide a discussion of the status of existing certificates of
compliance, and the status of your pending Export License Amendment application.

7. Provide proof that B&W NOG is a legally incorporated entity.
Basis: Under Section 184 of the Atomic Energy Act (42 U.S.C. § 2234), as implemented in 10

CFR 70.36, and regulatory guidance, no NRC license or right there under may be transferred,
directly or indirectly, unless the NRC first gives “its consent in writing.”
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