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MEMORANDUM FOR:

FROM:

SUBJECT:

James H. Joyner, Chief
Facilities Radiological Safety and Safeguards Branch

John D. K.nneman, Chief
Site Decommissioning Section

NUCLEAR METALS, INC.; FINANCIAL ASSURANCE FOR
DECOMMISSIONING FUNDING PLAN

Nuclear Metals, Inc. (NMI) recently responded to Region I's March 2, 1994 letter (copy
enclosed) which requested a number of specific items ,egarding the Decornmi.sioning
Funding Plan (DFP) submitted in a letter dated July 1, 1993. The July 1, 1993 DFP
estimates the cost of decommissioning the NMI facility at $30,000,000 or $39,000,000,
depending on how it is read. NMI's May 15, 1994 letter provides a cost c nate of
$13,707,324. Although NMI submitted a Letter of Credit in 1990 for $750,300, and in spite
of specific requests and explanations by Region I in letters dated June 7, 1991, May 13, 199
and March 2, 1994, NMI has not submitted financial assurance to cover the costs of
decommisioning. The following chronology outlines correspondence between NMI and
NRC con.eming the DF P and financial assuranLe. Please note that the cost estimates are
considered proprietary by NMI and should not be disclosed outside NRC.

July 26, 1990:

July 27, 1990:

NMI submits a Letter of Credit for $750,000. The licensee states in its
letter that a Dlcommissioning Funding Plan (DFP) is not required until
the next renewal period because they submitted their license renewals
or, May 16, 1989 and March 19, 1990, respectively, prior to the
effective date of the DFP rule. Theiir position is based on discussions
with Region I personnel, and we agree with the NMI position.

Financial assurance requirements became effective. Requirements for
source material licensees are detailed in 10 CFR 40.36.
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Nuclear Metals, Inc.

June7, 1991.

May 13, 1992:

July 27, 1992:

July I, 1993:

Marth 2. 1994.

April 15, 1994:

May 15, 1994.

May 17. 1994.

2

Region I deficiency letter requests that the licen..-e submit an additional
$750,000 of financial assurance and states that a DFP is, in fact,
required. (Region I's original guidance in 1990 to NMI with regard to
submitting a DFP was later determined tj be incorrect.)

Based on information provided by the licensee, Region I amends
licenses granting NMI an extension of time to submit a DFP by
July 1. 1993.

NMI submits draft changes to Letter of Credit in resT.atse to the
June 7, 1991 NRC letter.

NMI submits a DFP which includes a cost estimate for
dec')mmissioning of either $30,000,000 or $39,00,000, bur does not
include either an acceptable financial assurance mechanism in the
correct amount or adequate information to support the cost estimate.

Region I deficicnc) letter sent to NMI n.questing addit;unal information
concerning the cost estimatc and other subjects, modification of the
DFP and su'mission of an acceptable financial assurance mechanism.
A copy of this letter is enclo&-d.

Partial response by NMI to NRC's March 2. 1994 letter. Does nce
provide a financial instrument assuring availability of the required
funds, but states "th-i a statement of intent to provide for
decommissioning funding [is expe.ted] to come from the Department of
the Army during 1995". There is no specific information which
indicates this is a reasonable expectation. The response does not
specifically address the items detailed in :he March 2, 1994 letter.

Another partial response to NRC's March 2. 1994 letter. The liLensee
provides a revised cost estimate of S13,707.324. substantially less L.'an
tO. -riginal (July 1, 1993) estimate. Does not provide a financial
instrument assuring availability of the required funds, but states "We
are currently working with the financial institution and expect to
provide a revised STA [Standby Trust Agreement] as soon as the
changes are made.*

Telephone consersation bcWv, cen Duncan White of Region I and rr-nk
Vumbaco. licen.wc's Vice President for Health and Safety. Mr.
Vumbaco states that a Standby Trust Agreement (STA) for $750,000
should be fin.siized and sent to Region I within two .eeks. The ST^, is
intended to cover only decommissioning costs related to non-
government work.
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Nuclear Metals, Inc. 3

Historically, nearly all of NMI's contracts have been from the U.S. Department of the Army
for depleted uranium (DU) penetrators. I 199", government contracts for DU penetrators
were significantl) reduced, leadi..6 to a reduction in re--enues for NMI and possible financial
difficulties. Based on their Apri' 15, 1994 letter, NMI clearly is depending on the Army to
provide decommissioning funding in the future based on their historical upport of NMI's
requests for indi, idual dec-ontamination and decommissivning (D&D) projects. Financial
assurance for the DFP would presumably be in the form of a Statement of Intent from the
Army. However, ihere is no assurance in NMrs corresponder,.. 'hat the Army actually
intends to provide a Statement of Intent. The requirements of 10 Ct 2 40.36 td) and (e) are
rather explicit ,ith regard to an adequate financial m.echanism for assuring a-ailabilit) of
funding for decommissioning. NMI has failed to meet this requireme--t. In order to ,:nsurc
compliance with financial assut. -ce requirements, the following course .- 'action is proposed

I. Division Director contacts the President of NMI by telephone to discuss the NRC
concerns regarding the licensee's filure to proide adequate financial assurance and
inform him that he is signing a Demand of lnfoi'mation. We need the irnformation
dcscribed in the Demaid (and premiously clearly requested (actually demanded) in our
letter dated March 2, 1994) in ordez to evaluptic NMI's financial condition.

2. hfuu. Demand for Information. A proposed Demand fur lnformntion and cover letter
are enclosed.

3. Schedule an enforcement confe:. icc with the licensee shortly after the deadline for
.responding to the Demand ior Information, unless ad.quate financial assurance is
provided.

4. Accept NMI:., request to Withhold cost estimate and supporting data from public
disclosure. This is being pursued separately.

5. Request additional information concerning the cost c.tihnatc. I nis is being pursued
separately.

Based on N14''s April 15, 1994 letter, it is unlikely that NMI can proide an ddequate
financ;al assurance mechanism. Due to the significant cmironmental remediation required
on th,. site (the holding basin and the presence of DU in the groundwater), the NRC's
interests would be best serced if we negotiate with the li,cnsce a seric, of milestones that
%ill rtsult in a#.hic'a.g adequate funding for the DFP and atidress the rcmediation of the
holding bsin ana ass~szmcnt of the DU ,.ontamination of the groundwater under the site, and
then confirm these in the license or an order.
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Nuclear Metals, Inc. 4

We are, of courbe, aailabic to discuss any of thc.,c issues with you at your wun•,enience.

3iiginol Signed BY:

John D. Kinnenan, Chief
Site Decommi.s;oning Section

Enclosures:
1. Region I letter to NMI dated March 2, 1994.
2. Draft Region I letter with Demand for Information.

cc w/cnclosures:
hi. Shanbaky. RI
A. Dimitriadis, RI
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bcc wlenclosures:
Region I Docket Room (wlconmuxnces)
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LUcense Nos. SMB-179
SUB-1452

Docket Nos. 040-00672
040-08866

Control Nos. 117006
113010

Nuclear Metals, Incorporated
Al TN: Frank J. Vumbaco, Vice Pres,dcnt

Health and Safety
2229 Main Strect
Concord, Massachusetts 01742

Dear Mr. Vumtco:

Subject: Financial Assurance for Decommissioning

This is in .,'fcrence to your submittals dated Jul) 26, 1990, July 27, 1992 and July 1, 1993
to provide financial assurance for License Nos. SMB-179 and SUB-1452.

We assume the July 1, 1993 submission is thc D,.ommissioning Funding Plan (DFP) which
you arm requirnd to submit by 10 CFR 40.36(a) and (d). The date for the submission of the
DFP was extevded to July 1, 1993 by Condition 15 of License No. SMB 179 and Condition
15 of License No. SUB 1452. My letters dated May 13, 1992, hich transmitted the license
amendments granting the extensiuon of time to fide the DFP. stated, "By that date you must
suLbnit the cost estimate, the Nasis for the cstima.. and a finant.ial insrumcnt or instrumMoU
a&uring availabilil) of the rMcited funds" (cmphasis added). We hate rcvicwcd the
documents submitted and find that they do not prumidd satisfactwr) finan6al.assuranc for
yout licenses- One particular rcason that the) jo not provide satisfactory assurane is that
the DFP does not in-ludc a financial instrument or iaistruments assunng a,.ailabilit) of thc
required funds. The funds required arm the amount gimcn by a properly detrmined .ost
estimate fo, dccimmission~ng the Nuclear Metals, In... (NMI) li,c.nscd facility. Therefore,
you should pay particular attention to the respunscs required regarding a finan..ial instrument
discussed in item I .d beloA. Failire to supply an adcuatc finan.ial assuran" moJun=sr is
a significant matter to .ic Commission and may result in enforcement action.

You must modity your submittals to address andow rrspont to thc folluvtng spcLifi•. items.
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NJuclcar Metals, Incorporated 2

1. Submit a Letter of Credit or other acceptable financial assurance mechanism in
the correct amount.

a, You submitted a copy of an Irrevocable Standby Letter of Credit with your
letter dated .uly 26, 1990. The amount of that Letter of Credit is now
substantially less than the amount of the cost estimate enclosed with your letter
dated July 1, 1993. Submit an 2ddB&llysigne copy of a Letter of Credit or
other acceptable financial assurance mechanism in an amount which coincides
with your cost estimate. Acceptable financial assurance mechanisms ane
described in 10 CFR 40.36(e); recommended wording and forms for most
acceptable financial assurance mecbanisms are found in Regulatory Guide 3.66
(copy enclosed). It is not acceptable to wait until the NRC has indicated
agreement with your cost estimate to obtain a financial assurance mechanism

h. Your letter dated July 1, 1993 discusses the fact that much of your work is
conducted under contract to the U.S. Government an4 indicates that the
Government may pay a substantial fraction of the costs to remove
contaminated equipment and/or decommission your facility. If a U.S.
Government agency agrees End is willing to furnish a Statement of Intent for
your facility, we will consider accepting that Statement as your fu Icial
assurance mechanism. In order !o consider such a Statement it must clearly
demonstrate the authority of the individuJ signing the Statement to make the
commitment. We ame aware that any commitment made by a Govemment
representative is subject to the availability of appropriations. Howevur, the
individual signing the Statement must be an actual Government representative
and must have the authority to request and expend the funds if they are
a[propriated. If a Government Statement of Intent oaly assures a portion of
the estimated costs, another mechanism is required to assure the remainder.

A possible wording for such a Statement of Intent is enclosed. Even if a
Statement with acccptable wording is provided, this method of financial
assurance is not included in the regulations for private companies and may
require granting of an exemption by the NRC. Therefore, we cannot
guarantee that we will approve it, howcvcr, we will give such a proposal
careful consideration. An accurate and complete cost estimate is required to
support the Statement of Intent; it is not acceptable for the Statement to assure
"all or a fraction of the final cost without an actual estimate.

c. If you propo.;e to provide a self guarantec as stated in your lctcr dated July 1,
1993, the rule allowing self-guarantees became effective Januaty 28, 1994 (Scc
58 FR 68726.32). In order to usc this option NM] must pass the spccifier
financial test and subn't all of the documentation required by the rule.
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Nuclear Metals, Incorporated 3

d. Within thirty days of the date, of this letter, NMI must either provide
satisfactory financial assurance or a written description of the mechanism
which you expect to provide and the date when it will be provided. If, at thai
time, you do not have a clear commitment from a finaqcial institution or
Government agency to provide a financial assurance instrument, you must
provide a complete description of why you have not obtained the finaicial
assurance, including:

i. The names, addzwses, and telephone numbers of the financial
institutioas and individua! persons at those tinancial institutions NMI or
its representatives have contacted in order to obtain the requized
instruments and the dates of the principal contacts.

u. If NM! has applied to one or more financial institutions for a financial
assurance instrument and .-le application or applications have been
denied, copies of:

(1) the applicatioas and denials;

(2) NMW's most recent audited balancc sheet showing all assets and
liabilities;

(3) ITMI's morzt recent audited profit and loss statement;

(4) NMI's fedcral tax returns for the last three years; and,

(5) an explanation of why the applications were denied.

iii. If NMI has not applied for financial assurance instruments, -i complete
explanation of the steps taken to obtain financial assurance "nd the
documents described in itcms L.d.ii.(2), (3) and (4) above.

lie the event that the starcm.nis described it, this section 2re necessary, they
are required to be made by an officer of the corporation under oath or
affirmation as to thcir corrcctncss and complctc.ss.

2. Resubmit a St'ndby Trust Agrmement and related documentation.

You submitted a Standby Trust Agrcmcnt dated July 25, 1990 which follows the
genera! format contained in Regulatory Guide 3.66, but which contains language
which is significantly different from the recommended wording found in that
documen: on pages 4.18 through 4 23. If the financial assurance mcclianism you
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Nuclear Metals, Incorporated 4

select and submit continues to require a Standby Trust Agreement, modify and
resubmit the Agreement as disCu.sed below:

a. Neither a "specimen certificate of events" c.r "specimen certificate of
resolution" am included with the Standby Trust Agreement. Section 5 of the
Agreement r se, to an attached "specimen c -tilicatc of events," which must
be executed in order to iditiate payments from the fund. The recommended
certificate of events on page 4-24 of Regulatory Guide 3.66 requires
submissirn of a certificate of remsolution authorizing the commencement of
decommissioning. Provide both specimen certificates (which should contain
blar. spaces for dates and signatues until decommissioning activities
commence) worded similarly to the examples on pages 4-24 and 4-25 of
Regulatory Gukiz 3.66. The specimen certificates will assist the trustee in
evaluating whether a release of funds from the trust is appropriate.

b. Submit a copy of the corporate bylaws or other evidence which indicates that
the parties signing the Standby Trust Agreemn for NM! are authorized to
reprsent the organization in the transaction.

c. NbI's Standby Trust Agreement includes a blank letter of acknowledgement.
As recommended on page 4-27 of Regulatory Guide 3.66, the
acknowledgement is needed to verify the execution of the Standby Trust
Agreement and te certify the trustee's signature and authority to enter into the
agreement. Submit a completed letter of acknowledgement.

d. NM's Standby Trust Agreement omits the following statement found in
Section 6 of the --commended wording in Regulatory Guide 3.66 on page 4-
20. The recommended wording indicates that the trustee must manage the
trust "...solely in the interest of the beneficiary and with the care, skill,
prudence, and diligence under the circumstances then prevailing which persons
of prudence, acting in a like capacity and familiar with such matters, would
use in the conduct of an enterprise of like character and like aims." Modify
the Agreement to include the recommended wording.

e. Section 15 of NNM's Standby Trust Agrement requires only 30 days notice of
the trustee's resignation or replacement. Regulatory Guide 3.66, page 4-22,
recommends 90 days notice. The 30 days afforded in your submittal may not
allow NRC or NMI adequate time to secure an alternate trustee. Modify the
Agreement to provide 90 days ,:oiification of trustce resignation or
replacement. We note that the draft Standby Trust Agreement submitted %ith
your lceer d•ted July 27, 1992 pmposcd such a change.
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Nuclear Metals, Incorporated 5

f. The Standby Trust Agreement submitted is a copy. Submit original.) signed
duplicates of a modified Standby Trust Agreement with all appropriate seals.

3. Adjust the assumptions for your cost estimate.

Your letter dated July 1, 1993 states that "decommissioning...will be a phased
approach 7ver time." "The NMI site and remaining facilities will always be used for
commercial and/or industrial purposes." "NM! views itself as an industrial company
continuing in existence as a licensce into the indefinite future.' The
"Decontmissioning Information" enclosed with that letter sla:es, on page 1-6, that it
"...assumes that all muachiney that is not required to support decontamination
activities will be removed prior to initiation of any future nte decommissioning.'
While these statements may in fact describe the intentions and future of NMI, the
decommissioning cost estimate must be prepared as though NMW is unablc to continue
operations and has no assets to conouct decommissioning on an unexpected or ncarl)
unexpoc.ed basis. The financial assurance mechanism must be sufficient to provide
funds for the corporadon or another entity to properly rmediate the site, dispose of
all radioactive material and waste on hand and generated in the remediation process
and release the site for unrestricted use.

Your July 1, 1993 letter further states that your Preliminary Decommissioning Plan
(PDP), which was not submitted, does not address the mm,.diation of the holding
basin since remediation plans for that area are well under way and funds have been
requested from the Army for that project. While we have no objection to separate
cost estimates and financial assurance mechanisms for different portions of the site,
estimated costs of future remediation of the site must be assured. Of course, the
amount of money assured may be reduced as funds arc actually cxpendeo and portions
of the site arc remediated, resulting in lower future estimated costs. Financial
assurance is particularly appropriate for a remediation project such as the holding
basin which, while it is expected to begin soon, will apparently take a number of
years to complete.

Your letter dated July 1, 1993 also states that, "There may be some costs for
decommissioning associated with the small amount of commercial activitics ...
performed by NMI involving DU materials. NM! intends to cover these costs as
routine business expenses, as the need arises." As stated previously, NMI 's cost
estimate and finantial assurance mcchanismts. must include all costs to decommission
your entire facility, as if the decommissioning were to be done immediately.

Modify yOL. cost estimate to include all costs necessary to dccommissien the facility.
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Nuclear Metals, Incorporated 6

4. Submit additional detail to support your cost estimate.

The decommissioning cost estimate included with your July 1, 1993 letter does not
include sufficient detail to allow an adequate evaluation of the costs involved to
perform the activities described in the cobt estimate. In particular, the submital dces
not include the following information:

a. Descriptions of the facilities, the activities that occur at the facilities, and die
levels of contamination that may be present (reasonable summaries are
acceptable);

b. 'Iite number or dimensions of facility components (e.g., floors, walls, fume
hoods, glove boxes, laboratory benches, ductwork) that may need to be
dccontaminated;

.. A worker unit cost schedule and a table of worker days/hours for each task,

d. A detailed list of the types and amounts (volume estimates) of radioactive
waste that will need to be disposed, including the waste generated by
decommissioning activities.

In order to allow an adequate evaluation of thc estimated decommissioning costs,
submit a 4.ompletc cost estimate which includes the information listed above. Increase
the lteel of detail in your submission, especially for decontamination and dismantling
actitide, to be consistent with the cost estimating tables in Appendix F of Regulatory
Guide 3.66. The enclosed NUREG/CR-1754, Addendum 1, may be helpful in
preparing your cost estimate.

5. Include the costs of conducting final radiation surrey(s).

Regulatory Guide 3.66 recommends that decommissioning cost estimates include
estimated costs of conducting final radiation burvcy(s) (sce pages 1-9 and F-5). Your
cost estimate does not include costs for this atLivity. To ensure that the cost estimate
is adequate to woýer all reqaired decommissioning activities, iniude in your cost
estimate thc costs of conducting final radiation survey(s).

6. Incorporate a contingency fa, 4 ir into the decommissioning cost estinate.

Ii appears that yo': havc not madc any allowancc in your cost estimate for
contingencies. Regulatory Guide 3.66 recom.nciids that a contingency factor be
included in the dc,.ommissioning uost estimate. lnwrporating a contingun-.y factor in
the cost esimate helps to ensuire that li,.ensces are prepanrd for iuncxpccted
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circumstances that could raise decommissioning costs. NUJREG/CR- 1754 uses a
contingency factor of 25 percent in its cost estimates for each of six reference
lat'iratories. Incorporate a contingency factor of 25 percent into the decommissioning
co estimate. You may choose to use a lower contingency factor if you can show
u a lower factor is appropriate.

7. uoescribe the means to be used fur adjusting your cost estimate and associated
I.urding levels over the life of the facility.

10 CFR 40.36(d) requires that you describe the means you will use to adjust
decommissioning cost estimates and associated funding levels over the life of the
facility. While your letter dated July I, 1993 states that your PmetUminary
Decommissioning Plan, which was not submitted, will be reviewed annually and
modified when needed, you did not provide an adequate description of the review.
Regulatory Guide 3.66 suggests that adjustments be made at the time of license
renewal, or when the amounts/types of material at the facility change. Adjustments
should be made to account for inflation, for other changes in prices of goods and
services, for changes in facility conditions, and for changes in expected
decommissioning procedures. Submit a description of the review which will be
conducted and state the frequc-rcy.

V. Confirm that credit was not taken for salvage value.

The cost estimate does not state whether credit was taken for salvage value that may
be realized fron, the sale of potential assets after decommissioning. If estimated
credits anm taken for salvage value, but ame not Mugy realized at the time of
decommissioning, the cost estimate may be significantly low. To ensure the adequacl
of the cost estimate, Regulatory Guide 3.66, page I- 10, states that cost estimates
should not incorporate any credit for salvage value. Confirm that no credit was taken
fnr salvage value from the sale of potential assets after decommissioning.

Satisfa" -ry fi-ancial assu.ancc is required for NMr's licenses. As discussed ato,,c, )yu
must respond within 30 calendar days of the date of this letter rmgarding yuur financial
awurastc mechanism. If you arm unable to pru, idc a •.omplktc response to the other purtions

, is lcter within 60 days, provide a complete statement of what responses %ill be delayed
L clear ason for the delay. Based on the •arious documents described in your letter

d; 'July 1, 1993, it appears that much of the %ork associated with preparing the detailed
%o timate has been completed and pruided to your customers v ithin the Goemrnmcnt,
h- )re, if you request additional time to provide that information, providc a detailed

desc lion of the work which must be done to devclop the response and estimate the staff
hou, necessary to accomplish that work.
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I .... __________ -

Nuclear Metals, Incorporated 8

Your letter dated July 1, 1993 states that the decommissiuning cost estimate is Lonsidered
competition sensitive and requests that NRC treat the material in Appendix 2 to the letter as
Company Proprietary. Since there is no document labelled Appendix 2, we assume this
refers to Attachment 2. D% order for us to consider withholding this information from public
disclosure you must submit an application for withho"ding and an affidavit as described in
10 CFR 2.790(b)().

Please reply in djji to my attention at the Region I office and be sure to submit. . I zignod duplicute documents with all appropriate seats for the financial assunnce
mechanism and Standb) Trust Agreement. Refer to Mail Control Nos. 117006 and 113010
in your response.

The responses died by this letter are not subject to the clearance procedures of the Office
of Management and Budget a.. required by the Paperwork Reduction Act of 1980,
PL 96-511.

If you have any questions regarding this matter, please contact Duncan White of my staff at
(610) 337-5042 or me at (61U) 337-5252. Please note the change in our Area Code.

Sincerely,

Original Signed By:
John D. linneman

John D. Kinneman, Chief
Site Decommissioning Section
Division of Radiation Safety

and Safeguards

Enclosums:
1. Possible Wording for a Statement of Intcnt b) a Go~crmient Agency for a Private

liccnsce
2. Regulatory Guide 3.66
3. NUREGICR-1754
4. NUREG/CR-1754, Addendum I
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Nuclear Metals, Incorporated 9

cc: wlenclosure I only
Commonwealth of Massachusetts
Department of the Attorney General
AMTN: Betsy Harper

Assistant Attorney General
Environmental Protection Division
One Ashburton Place
boston, Massachusetts 02108

Commonwealth of Massachusetts
Department of Environmental Protection
ATMT: Rodene A. DeRiec

Environmental Analyst
10 Commerce Way
Wobum. Massachusetts 01801

Commonwealth of Massachusetts
Department of Health
ATTN: Robert Hallisey

Director
Radiation Prtection Program
150 Tremont Stret
Bos•.%-, Massachusctts 0211 I

Concord Free Public Library
ATTN: Ray Gerke
129 MaWx Street
Concord, Massachusctts 01742
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bcc: w/cnclosurc I only
Region I Dockct Room (w/concurrcnct.s)
J. Austin, NMSS
L. Bykoski. NMSS
M. Shanbaky, RI
1. Kinneman, RI
D. Whitc, RI
A. Dimitriadis, RI

, itnncmaxi
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PO RSmLE WORDINGFOR A STATEMENT. OF INTENT
BY A GOVERNMENT AGENCY FOR A PRIVATE LICENSEE

[DATE]

TO: U.S. NUCLEAR REGULATORY COMMISSION
475 ALLENDALE ROAD
KING OF PRUSSIA, PENNSYLVANIA 19406

STATEMENT OF INTENT

As M.'itlcl of (Government Agency Name , I exercise express authority

and rmsponsib'lity to appr'oe funding for dcrommissioning actii'ics associated with

operations at facilities operated by _ N-zme of .icensed - whcr activities authirizod

by U.S. Nuclear Regulatory Commission (USNRC) Licensc No(s). ic-cn

NukIngsL... are carried out. This authority is cstahfished by IName of xocumcnt(s)

Govrnig_.CQI ztol o( Fundsl . Within this authority, I intend to have funds made available

when necessary in an amount up to [Dollar Amountl tj decommission IDcscription of

Facilitiesl in accordance witi- USNRC requirements. I intend to request and obtain these

funds s,'fficiently in ad',ancc of decommissioning to prerent dclay of required ativities.

Copies of [Namc of Documentsl arc attached as evidence that I am authorized to

represent Goverm!nt Agcncr Name) in this transac ion and that I hac sufficient

authority to make these commitments.

[SIGNATURE]

[NAME]
[TITL E

Attachment(s): As Stated
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License Nos. SMB-179
SUB-1452

Docket Nos. 040-0D672
040-08866

Control Nos. 117006
113010

Nuclear Metals, Ih-:.
ATrN: Wilson B. Tuffin

President
2229 Main Street
Concord, Massachusetts 01742

Dear Mr. Tuffin:

SUBJECT: Financial Assurance, Demand for Information

As of July 27, 1990, you were required to comply with 10 CFR 40.36, which requires that
licensees, authorized to posse.s the amounts of licciscd material listed in the abo,,c
referenced licenses, submit a Decommissioning Funding Plan (DFP). The abo-,c licenscs
were amended to delay submission of a DFP and financial assurance until July 1, 1993 Wc
received and reviewed )our initial responses tv this requirement in letters dated July 26.
1990, July 21, 1992 and July 1, 1993 and requested specific information, inciuding in
appropriate financial asýuran,- mechanism, in our lettcr dated March 2, 1994. Your letters
dated April 15, 1994 and May 15, 1994 fail to provide all the information required to
responsc to our letter dated March 2, 1994. Particularly, you did nut provide satisfaLtol)
financial assurance in that the DrP does not include a financial instrument or mnstrumcn:s
assuring availability of the required funds. You, therefore, appear to in '.iolation of 10 CIR
40.36.

The Commission considcrs nonwoiaplhfna.c with o CF'R 40.36 to be a significant rcgulator)
conccm because of thc importance of assuring that licensees pay for dcomimssioning of
licensed facilities. To determine whcthcr )our liccnse should be modified, suspcndcd tr
revoked, or other enforcement action should be considered, )ou .,re required to respond in
writing, and under oath or affirmation, , ithin 15 days of the date of this letter %ith the
information desribed in the cncloseo Demand for Informattion. We note that the mnfo, .atiurs
dczribcd in the Demand %as requested in our letter dated March 2. 1994. Failure to
provide the information it. the Demand mna result in significant enforLelCcnt acti,,.
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Your response should be addressed to region I at the -bove address and shouid be clearly
marked, "Response to Demand for Information'. Technical questions conccmning the cost
estimate enclosed with your letter dated May 15, I9M4 will be provided in separate
correspondence.

The responses directed by this letter and the en*.:oscd Demand for Information are not
subject to the clearance procedures of the Office of Management and Budget, as required by
the Paperwork Reduction Act of 1980, PL 96-511.

If you have any questions regarding thL eniosed De-mand, please contaci Duncan White of
my staff at (610),337-5042.

Sinccrdy,

Charles W. Hehl, Director
Division of Radiation Safety

and Safeguards

Enclosure:
Demand for Information

cc (wlenclosure):
Public Document Room (PDR)
Nuclear Safety Information Center (NSIC)

Commonwealth of Massachusetts
Department of thc Attorney General
ATTN: Betsy Harper

Assistant Attorney General
Environmental Protection Division
One Ashburton Place
Boston, Massachusctts 02108

Commonwealth of Massachusetts
Dcpartmcnt r1f Environmental Protection
ATTN: Cynthia Weidner

Environmental Analyst
10 Commerce Way
Woburn, Massachusetts 01801
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Commonwealth of Massachusetts
Dcpartment of Health
AWTN: Rcbert Hallisey

Director
Radiation Protection Program
150 Tremont Street
Boston, Massachusetts 02111

Concord Board of Health
133 Keyes Road
Concord, Massachusetts 01742

Concord Free Public Library
ATWN: Reference Librarian
129 Main Street
Concord, Massachuscets 01742



UNITED STATES
NUCLEAR REGULATORY COMMISSION

In tie Matter of
Nuclear Metals, Inc. ) Docket Nos. 040-00672
Concord, Massachusetts ) 040-08866

) License Nos. SMB-179
) SUB-1452

DEMAND FOR INFORMATION

I

Nuclear Metals, Inc. (Licensee) holds source material licenses No. SMB- 179 and SUB- 1452
(Licenses) issued by the Nuclear Regulator) Commission (NRC or Commission) pursuant to
10 CFR Parts 30 and 40. The licenses authorize the licensee to use and possess byproduct
and source ma:irial in accordance with the terms and wnditions specified therein and the
applicabh. NRC regulations.

11

As of July 27, 1990, the Licensee was required to comply with 10 CFR 40.36 of the
Commission's regulations, which requires licensees authorized to pos,,:., certain qu:.tities of
licensed material to submit either a Decommissioning Funding Plan (DFP) or a certification
of financial assurance for decommissioning in the amount prescribed in 10 Ct7R 40.36, in
at.cordancc with the criteria set forth in that section. The licenses authorize quantities v hich
require submission of a DFP and appropriate financial assurance. The licenses were
amended to delay the requirement for submission of a DFP and associated financial assurance
until July I, 1993. The NRC staff has not yet received an acceptable response to this
requirement from the Licensee. Specifically, the licensee has not provided financial
assurance in the amount of the cost estimate contained in the DFP. Therefore, the Licensee
appears to be in violation of this requirement.

The violation of the requirements of 10 CFR 40.36 is a signifi,.ant regulatory con,.cern to the
NRC staff. Therefore, further information is needed to drtermine %thether the Commission
ciar .,ave reasonable assurance that the Licensee will satisfy the requirement of 10 CFR 40.36
.,nd otherwise conduct its activities in accordance with the Commission's ,equirements

III

Accordingly, pursuant to sections 161c, 161o, 182 and 186 of the Atomic Energy Act of
1954, as amended, and the Commission's regulations in 10 CFR 40.36, in order for the
Commission ,.o determine whether the Licenses should bt. modifi.,ud suspended or reokcd,
or other enforcement attion taken to ensure compliance with NRC regalatory requirements,
the L'censee is required to submit to the Administrator, Region 1, 475 Allendale Road, King

OFFICIAL RECORD COPY



of Prussia, Pennsylvania 19406, within 15 days of the date of this Demand for Information,
the following information, in writing and under oath or affirmation:

A. The names, addresses, and telephone numbers of the financial institutions and the
individual persons at those financial institutions the Licensee or its representatives
have contacted in order to obtain the required instruments and the dates of the
principal contacts. If no financial institutions were contacted, the response shall so
state.

B. If the Licensee has applied to one or more financial institutions for a financial
assurance instrument and the applicafion or applications have been denied, copies of-

i. the applications and denials; and

2. an explanation of why the applications were denied.

C. If the Licenste has not applied for financial assurance instruments, a complete
explanation of the steps taken to obtain fi;,ancial assurance, including a complete
discussion of all contacts with the U.S. Government or its reprcsent.dives regarding
funding of decommissioning or a Statement of Intent. If any representative of the
U.S. Government has provided a written response to requests from the Licensee to
guarantee funding fnr decommissioning in the future, a copy of each such answer.

D. The Ltc•. isee's most recent audited balance sheet showing all assets and liabilities.

E. The Liccr, ee's most recent audited profit and loss statement.

F. The Licer,•ec's fedeal tax rei.ums for the last three years.

After r-viewirig yt ur response, the NRC will determine whether further action is necessary
to ensure compli,? ice with regulatory requirements.

FOR THE NUCLEAR REGULATORY COMMISSION
,OrgInal Signed By:'
Charles W. Hlob)

Division of Radiation Safety and Safeguards
Region I
King of Prussia, Pennsylvania 19406

Dated at King of Prussia, Pennsylvania
this).tir day o1"Jc 1994
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