March 25, 2010

Mr. Larry A. Smith, Plant Manager
Honeywell Metropolis Works
Honeywell International, Inc.

P.O. Box 430

Highway 45 North

Metropolis, IL 62960

SUBJECT: REVIEW OF ALTERNATE FINANCIAL ASSURANCE ARRANGEMENTS AND
DRAFT FINANCIAL STATEMENTS, HONEYWELL METROPOLIS WORKS
(TAC NO. L32749)

Dear Mr. Smith:

By letter dated December 11, 2009 (Agency Documents Access and Management System
[ADAMS] Accession No. ML093170604), the US Nuclear Regulatory Commission’s (NRC) staff
denied the request made by Honeywell International (Honeywell) to be exempted from
requirements of Title 10 of the Code of Federal Regulations Part 30, Appendix C, “Criteria
Relating to Use of Financial Tests and Self Guarantees for Providing Reasonable Assurance of
Funds for Decommissioning,” regarding decommissioning financial assurance requirements for
its Honeywell Metropolis Works facility. In addition, the staff required Honeywell to have
alternate financial assurance in place within 120 days from the date of December 11, 2009. By
letter dated March 9, 2010 (ADAMS Accession No. ML100750378), Honeywell submitted a draft
Standby Trust Agreement and draft Surety Bond (hereinafter jointly referred to as “financial
instruments”) for NRC review. The staff has completed a review of Honeywell’s submittal. In
general, the staff noted that the draft financial instruments are consistent with the NRC'’s
guidance, NUREG-1757, Vol. 3, “Consolidated NMSS Decommissioning Guidance: Financial
Assurance, Recordkeeping, and Timeliness,” dated September 2003. In order to continue with
the review, the staff has identified the following areas for Honeywell’s resolution.

Standby Trust Agreement

¢ Model Specimen Certificate of Resolution is missing.
Model Specimen Certificate of Events is missing.
e Ensure that the document is free of typographical errors. For instance:
= Ensure that there is a space between “TRUST” and “AGREEMENT” in the first
line of the instrument;
» |n the first sentence of Section 6, the word “guidelines” is spelled incorrectly;
» |n Section 13, ensure that there is a space between the words “successor” and
“Trustee” in all instances; and
» |n Section 16, a stray “/” is present after the last sentence.
e In Schedule B, the Surety Bond (and its associated identification number), not the cost
estimate, is the evidence that financial assurance is provided in the prescribed dollar
amount. Please revise.
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e In Schedule C, please move the Trustee’s telephone number to a separate line rather
than combining it with the zip code.

o Ensure that all blank spaces, such as dates and the names and titles of the parties who
are executing the Standby Trust Agreement, are completed appropriately.

Surety Bond

e Ensure that the document is free of typographical and grammatical errors. For instance,
in the sentence beginning with “Know all persons...,” the word “Regulatory” is spelled
incorrectly.

e In multiple areas of the document, the word “Surety,” as indicated in NUREG-1757
Volume 3, is replaced with “Sureties.” This is a deviation from the guidance that may
alter interpretation. This replacement of “Surety” with “Sureties” also created
grammatical concerns in the document.

Other

e Provide a Certification of Financial Assurance, as required by Title 10 of the Code of
Federal Regulations, Part 40.36(d). Guidance for the recommended wording is in
NUREG-1757, Volume 3, Appendix A.2.

This letter only acknowledges and accepts the language of the draft financial instruments
submitted with Honeywell’s March 9, 2010 letter, conditional on the satisfactory correction of the
above areas. If Honeywell submits executed financial instruments that appropriately resolve the
above concerns, but with no further changes, the executed financial instruments would be
approved. Note that this letter is not to approve Honeywell’'s alternate financial assurance
arrangements and does not confirm Honeywell’'s compliance with the 120-day requirement set
forth in the NRC'’s letter dated December 11, 2009.

Upon submittal to the NRC, the staff will review Honeywell's executed financial instruments and
determine if they are acceptable. If the executed financial instruments do not appropriately
address the aforementioned areas, or if the executed financial instruments deviate in any
manner with respect to Honeywell’'s March 9, 2010, submittal (outside of the aforementioned
areas of concern), interpretation may be altered and therefore render the Standby Trust
Agreement and/or the Surety Bond as not acceptable. Lastly, Honeywell’s current financial
assurance arrangements must remain in effect until the NRC provides approval of Honeywell’s
alternate surety arrangements.

In accordance with 10 CFR 2.390 of the NRC’s “Rules of Practice for Domestic Licensing
Proceedings and Issuance of Orders,” a copy of this letter will be available electronically for
public inspection in the NRC’s Public Document Room or from the Publicly Available Records
component of NRC’s ADAMS. ADAMS is accessible from the NRC’s Web site at
http://www.nrc.gov/reading-rm/adams.html.
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If there are any questions regarding this action, please contact Ms. Tilda Liu, NRC Project
Manager for Honeywell Metropolis Works, at (301) 492-3217 or via e-mail to tilda.liu@nrc.gov.

Sincerely,

IRA/

Thomas G. Hiltz, Chief

Advanced Fuel Cycle, Enrichment
and Uranium Conversion Branch

Special Projects and Technical
Support Directorate

Division of Fuel Cycle Safety
and Safeguards

Office of Nuclear Material Safety
and Safeguards

Docket No.: 40-3392
License No.: SUB-526

cc: Michael Greeno
Nuclear Regulatory Affairs Manager
Honeywell Metropolis Works
P.O. Box 430
Highway 45 North
Metropolis, IL 62960
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