9 UNITED STATES
UCLEAR REGULATORY COMMISSION
WASHINGTON, D. C. 20555

JUL 2 1 1988

Docket Nos. 50-438
and 50-439

Mr. William B, Derrickson

Chairman and Chief Executive
Cfficer

Quadrex Corporation

1700 Dell Avenue

Campbell, California 95008-6986

Dear Mr. Derrickson:

This is in response to your letter of June 21, 1989, to Mr. Victor Stello
regarding the Bellefonte Nuclear Plant and to questions raised at the meeting
with the NRC staff on July 11, 1989. The staff has the following comments
regarding your plan to "lease" the Bellefonte facility.

Bellefonte is in a deferred status, and the information requirements regarding
reactivation of construction are provided in Section [II.A.6 of the Commission's
Policy Statement on Deferred Plants which was published in the Federal Recister
on October 14, 1987 (52 FR 38077). It may be necessary to address additjonal
issues, depending on whether TVA remains a licensee.

In your applicaticns you should address the nature of the relationship between
TVA and Quadrex relative to the Bellefonte facility &nd how the arrangements
you make conform to Section 101 uf the Atumic Energy Act of 1954, as amended,
and such Commission precedents as Public Service Company of Indiara, Inc.
(Marble Hill Nuclear Generating Station) ALAB-45G6 7 NRC 179 {1978).

The staff understands that Quadrex will submit amendments to both the construc-
tion permit (CP) and the operating license (OL) appiicaticns in September 1989.
These amendments must address changes in the current CP and OL applicaticns
pending before the staff. Specific requiremerts for these applications ara
delineated in the Code of Federal Regulations, in particular 10 CFR 50.33,

10 CFR 50.34 and 10 CFR 51.45,

The staff will perform a 30-day acceptance review to determine whether the
Final Safety Analysis Report and Environmental Report contain all the informa-
tion required by the NRC regulations, so that the staff can then begin the
review, The staff will then issue a combined notice of opportunity for hearing
for the CP transfer and revised OL applications.

The enclosure to this letter provides specific information on requirements
imposed on the licensee regarding the Price-Anderson Act, property insurance,
decommissioning, financial qualifications, and antitrust considerations. The
typical schedule for an operating license review is about 36 months. This
schedule should accommodate your need for an operating license, shouid you
cecide to proceed with the project.
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In conclusion, the staff will provide appropriate staff resources to review your
applications. The staff is willing to meet with you to discuss any specific
questions you may have which are not responded to in the enclosure. The
arrangements you make with TVA and the financial community, and the determination
of which entity will be the licensee should be addressed as soon as possible.

Mr. Rajender Auluck is the Bellefonte Project Manager. You may reach him at
(301) 492-0759.

Sincerely,

Thomas E. Murley, Director
Office of Nuclear Reactor Regulation

Enclosure:
Considerations for the
Proposed Action
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See next page
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In conclusion, the staff will provide appropriate staff resources to review your
applications. The staff is willing to meet with you to discuss any specific
questions you may have that have not been answered in the enclosure. The
arrangements you make with TVA and the financial community and the determina-
tion of which entity will be the licensee should be addressed as soon as
possible. :

Dr. Rajender Auluck is the Bellefonte Project Manager. You may reach him at
(301) 492-0759.

Sincerely,

Original signed by
Thomas E. Murley
Thomas E. Murley, Director
Office of Nuclear Reactor Regulation
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ENCLOSURE

CONSIDERATIONS FOR THE PROPOSED TRANSFER OF THE BELLEFONTE L1CENSE FROM TVA
TO QUADREX

DEVELOPED ON THE ASSUMPTIONS THAT THE LICENSE IS TRANSFERRED TO QUADREX AND
THAT QUADREX BECOMES THE OPERATOR AND POSSESSOR OF THE FACILITY AND MARKETS
THE POWER INDEPENDENT OF TVA

Price-Anderson -- (1) Quadrex will be required to sign an indemnity agreement
at the time it becomes a licensee. (2) Upon receiving an operating license,
Quadrex must provide assurance of financial protection against liability claims
equal to the amount available in the private market (see 10 CFR 140.11).

This is currently $200 million. (3) Also as holder of an operating license,
Quadrex will be liable for a post accident assessment of up to $10 million per
reactor per year up to a total of $63 million if an accident at any large
reactor in the U.S. has claims exceeding the amount of primary insurance.

Once a year, Quadrex must demonstrate that it can, on short notice, make a
payment of $10 million per reactor to meet its annual postaccident assessment
if called upon to do so. (See 20 CFR 140.21.)

Property Insurance -- Quadrex must, at the time of receiving the operating
license, have in place property insurance to assure onsite decontamination,
stabilization, and cleanup following a major accident (see 10 CFR 50.54(w)).
- [This rule is in the process of being modified. A final rule is expected by
April of 1990. ]

Decommissioning -- By the time Quadrex would receive its operating license, a
funding system must be in place to decommission the facility (see especially
10 CFR 5C.75 and 5C0.82). The funding plan must provide for full funding of
decommissioning costs by the projected end of the operating license., A
special concern is the uncertain projected operating license cf the facility.
Does TVA plan to operate the facility after the Quadrex lease terminates?

Financial Qualifications -- (1) A financial qualifications review will be
necessary to transfer the construction permit from TVA to Quadrex (see 10 CFR
50.33(f) and 10 CFR Part 50, Appendix C). Quadrex must provide a thorough
description of its proposed plan for financing construction completion. If the
financing plan is shown to be a reasonable one, then the basic requirement for
being found "financially qualified" will have been made. (2) A financial
qualifications review will likely be necessary at the operating license stage,
especially if Quadrex is not determined to be an electric utility. Even if it
is, a staff review of Quadrex financial qualifications will likely be needed
in light of the lack of information on its ability to fund the safe operation
of the facility.

Antitrust -- A staff and Department of Justice antitrust review must be done
(see 10 CFR 50.33a and 10 CFR Part 50, Appendix L). If indicated by this
review and followup actions, antitrust license conditions will be attached to
the license to assure that operation and sale of power from the facility are
not inconsistent with the antitrust laws.



Technical Qualifications -- Quadrex must provide a description of the proposed
relationship with other organizations who may be relied on for technical exper-
tise, e.g., Architect/Engineer, NSSS Vendor, or others, and whether they would
be co-operators or licensees,



Mr. William B. Derrickson

cc:

General Counsel

Tennessee Valley Authority
400 West Summit Hill Drive
ET 11B 33H

Krioxville, Tennessee 37602

Mr. F. L. Moreadith

Vice President, Nuclear Engineering
Tennessee Valley Authority

400 West Summit Hill Drive

WT 12A 12A

Knoxville, Tennessee 37602

Dr. Mark 0. Medford

Vice President and Nuclear
Technical Director

Tennessee Valley Authority

6N 38A Lookout Place

Chattanooga, Tennessee 37402-2801

Manager, Nuclear Licensing
and Regulatory Affairs
Tennessee Valley Authority
5N 157E Lockout Place
Chattanocge, Tennessee 37402-2801

Mr. R. A. Pedde

Site Director

Bellefonte Nuclear Plant
Tennessee Valley Authority
P. 0. Box 2000

Hollywood, Alabama 35752

Mr. M. Hellums

Site Licensing Manager
Bellefonte Nuclear Plant
Tennessee Valley Authority
P. 0. Box 2000

Hollywood, Alabama 35752

Mr. Richard F. Wilson

Vice President, New Projects
Tennessee Valley Authority

6N 38A Lookout Place

Chattanooga, Tennessee 37402-28C1

Mr. R. Steffy

Tennessee Valley Authority

6N 11B Lookout Place

1101 Market Street

Missionary Ridge

Chattanooga, Tennessee 37402-2801

Chairman

Board of County Commissioners
Jackson County Courthcuse
Scottsboro, Alabama 35768

Claude Earl Fox, M.D.

State Health Officer

State Department of Public Health
State Office Building

Montgomery, Alabama 36130

Regional Administrator, Region II
U.S. Nuclear Regulatory Commission
101 Marietta Street, N.W.

Atlanta, Georgia 30323

Resident Inspector

Belleronte Nuclear Plant

U.S. Nuclear Regulatory Commission
P. 0. Box 477

Hollywcod, Alabama 35752

Dr. Henry Myers, Science Advisor

Cemmittee on Interior »
and Insular Affairs

U.S. House of Representatives

Washington, D.C. 20515

Tennessee Valley Authority
Rockville Office

11921 Rockville Pike

Suite 40z

Rockvilie, Marylanc 20852

Mr. Oliver D. Kingsley, Jr.

Senior Vice President, Nuclear Power
Tennessee Valley Authority

6N 38A Lookout Street

1101 Market Street

Chattanovga, Tennessee 37402-2801

Mr. Marvin Runyon

Tennessee Valley Authority

400 West Summit Hiil Drive

East Tower, 12A7

Knoxville, Tennessee 237G02

Mr. J. Cross

Tennessee Valley Authority

6N 50B Lockout Place

1101 Market Street

Chattanooga, Tennessee 37402-2801
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SUBJECT: TENNESSEE VALLEY AUTHORITY, BELLEFONTE NUCLEAR PLANT, UNITS 1 8ND 2

The following documents concerning our review of the subject facility are transmitted for
your information.

[ JNotice of Receipt of Application, dated

] Draft/Final Environmental Statement, dated

[CINotice of Availability of Draft/Final Environmental Statement, dated
[ ] safety Evaluation Report, or Supplement No.
(] Environmental Assessment and Finding of No Significant Impact, dated

dated

[INotice of Consideration of Issuance of Facility Operating License or Amendment to
Facility Operating License, dated .

[:]81 Weekly Notice; Applications and Amendments to Operating Licenses Involving No
Significant Hazards Considerations, dated

{ ] Exemption, dated .
[] Construction Permit No. CPPR-
[] Facility Operating License No.

(] Order Extending Construction Completion Date dated
transmitted by letter dated

[_] Monthly Operating Report for
Annual/Semi-Annual Report-

» Amendment

[see page(s)]

No.

dated

, Amendment No.

da ted

"Environ Radioactivity Levels, Annual Rept, 1986

transmitted by letter dated May 27, 1987
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