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TO DISCUSS THE VALLECITOS NUCLEAR FACILITY  

DECOMMISSIONING FINANCIAL ASSURANCE 
LICENSE NO. SNM-960 

 
 
DATE:   October 7, 2014 
 
PARTICIPANTS: See Attachment 1 
 
PURPOSE:  The purpose of this meeting was to discuss comments related to the 

decommissioning financial assurance mechanisms for Special Nuclear 
Material (SNM)-960. 

 
DISCUSSION: The NRC staff utilized NUREG-1757, Volume 3, Revision 1, 

“Consolidated Decommissioning Guidance - Financial Assurance, 
Recordkeeping, and Timeliness,” published February 2012, as guidance 
to review financial assurance.  During the teleconference, the staff 
discussed with GE-Hitachi the attached topics concerning additional 
documentation associated with the parent company guarantee and the 
standby trust fund (see Attachment 2).  GE committed to specific actions 
in response to these topics (see Attachment 3). 
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Attachment 2 

TOPICS FOR DISCUSSION OF FINANCIAL ASSURANCE MECHANISMS 
OCTOBER 7, 2014 

 
 

 
The U.S. Nuclear Regulatory Commission (NRC) staff utilizes NUREG-1757, Volume 3, 
Revision 1, “Consolidated Decommissioning Guidance - Financial Assurance, Recordkeeping, 
and Timeliness,” published February 2012, as guidance to review financial assurance. 
 
The following are some topics for discussion concerning additional documentation associated 
with the parent company guarantee and the standby trust fund that will be needed. 
 
(1) Submit revised documentation in support of the use of the parent company  

guarantee (Title 10 of the Code of Federal Regulations (10 CFR Part 30, Appendix A; 
NUREG-1757, Volume 3, Rev. 1, Appendix A, Section A.8.3) 
 

The following elements of the supporting documentation that GE-Hitachi (GEH) submitted in 
support of the parent company guarantee are inconsistent with 10 CFR Part 30, Appendix A 
and/or NUREG-1757, Volume 3, Rev. 1, Appendix A, Section A.8.3.  
 

• Revise the auditor’s special report to include (1) an evaluation of the parent 
company’s off-balance sheet transactions and an opinion on whether those 
transactions could materially adversely affect the parent company’s ability to pay 
for decommissioning costs, and (2) verification that the bond rating meets the 
requirements of 10 CFR Part 30, Appendix A. 

 
10 CFR Part 30, Appendix A, requires that the parent company’s independent certified public 
accountant must “evaluate the parent company's off-balance sheet transactions and provide an 
opinion on whether those transactions could materially adversely affect the parent company's 
ability to pay for decommissioning costs.  The accountant must verify that a bond rating, if used 
to demonstrate passage of the financial test, meets the requirements of [the financial test].”  
NUREG-1757, Volume 3, Rev. 1, Appendix A, Section A.8.3 specifies that the auditor’s 
evaluation of off-balance sheet transactions and verification of the bond rating should be 
described in the auditor’s special report submitted in support of the parent company guarantee.  
The Independent Accounts’ Report submitted by GEH in support of the parent company 
guarantee does not include (1) an evaluation of the parent company’s off-balance sheet 
transactions or an opinion on whether those transactions could materially adversely affect the 
parent company’s ability to pay for decommissioning costs, or (2) verification that the bond 
rating meets the requirements of the financial test. 
 
To ensure compliance with the regulatory requirement in 10 CFR Part 30, Appendix A, the 
licensee should submit an Independent Accountant’s Report to include both missing elements 
described above. 
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• Submit a Letter from the CEO of the licensee supporting the use of the financial 
test. 

 
NUREG-1757, Volume 3, Rev. 1, Appendix A, Section A.8.3 states that a letter from the Chief 
Executive Officer (CEO) of the licensee should be provided in support of a parent company 
guarantee.  As part of its August 1, 2014, submission of supplemental information, GEH 
submitted a letter from the CEO of a separate company, GE-Hitachi Energy, which is an owner 
of the licensee according to the letter, supporting the use of the financial test.  Because NRC 
has direct legal jurisdiction over the licensee and not its parent guarantor, the licensee (GE 
Hitachi Nuclear Energy) should submit a letter from the CEO of the licensee in support of the 
parent company guarantee.  
 

• Submit evidence of GE majority control over the licensee. 
 
NUREG-1757, Volume 3, Rev. 1, Appendix A, Section A.8.3 states that evidence that the parent 
company has majority control of the licensee should be submitted in support of the parent 
company guarantee.  The guidance explains that:  
 

Such evidence can include incorporation agreements (i.e., copies of submissions 
to the appropriate State Corporation Commission), Schedule 22 from the parent 
company’s SEC Form 10-K, or a certified corporate resolution that the licensee and 
the parent company guarantor are separate and distinct corporate entities and that 
the parent company controls a majority of the voting stock of the subsidiary.  If the 
parent company does not have majority control of the licensee’s voting stock, the 
licensee should provide details on the parent-subsidiary relationship to the NRC for 
review. 

 
No evidence that GE has majority control of GEH was submitted in support of the parent 
company guarantee.  Additionally, GEH was not listed as a subsidiary of GE in the 10-K From 
submitted by GEH in support of the parent company guarantee.  To provide a parent guarantee 
the guarantor must qualify as the parent of the licensee.  To ensure the enforceability of the 
guarantee and that the licensee is a distinct separate entity controlled by the parent guarantor, 
the licensee should submit evidence that GE has majority control of GEH or, if GE does not 
have majority control of GEH’s voting stock, submit details on the parent-subsidiary relationship. 

 
(2) Submit revised documentation supporting the standby trust agreement (NUREG-1757, 

Volume 3, Rev. 1, Appendix A, Section A.12 
 

NUREG-1757, Volume 3, Appendix A, Section A.12.3 specifies that a standby trust fund 
submission should include the following documentation: 

 
(1) Trust agreement;  

(2) Schedule A;  

(3) Schedule B;  

(4) Schedule C;  

(5) Specimen certificate of events;  
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(6) Specimen certificate of resolution; and  

(7) Letter of acknowledgement. 

The documentation submitted by GEH in support of its standby trust fund is inconsistent with the 
documentation recommendations described the NUREG-1757, Volume 3, Rev. 1, Appendix A, 
Section A.12. 
 

• Revise Schedule A to specify the amounts assured by the standby trust 
agreement and the dates on which the cost estimates were last adjusted and 
approved by the NRC.  

 
NUREG-1757, Volume 3, Rev. 1, Appendix A, Section A.12.3 states that Schedule A should 
identify, among other information, “the amount of regulatory assurances demonstrated by the 
standby trust agreement, and the date on which these amounts were last adjusted and 
approved by the NRC.”  The Schedule A submitted by GEH does not specify the dollar value 
assured by the standby trust agreement or the dates on which the cost estimates were last 
adjusted and approved by the NRC.  To ensure that the trustee can access the full amount of 
coverage, the licensee should submit a revised Schedule A that reflects the amounts assured 
by the standby trust agreement and the dates on which the cost estimates were last adjusted 
and approved by the NRC. 
 

• Submit a specimen certificate of resolution and a revised specimen certificate of 
events. 

 
As explained in NUREG-1757, Volume 3, Rev. 1, Appendix A, Section A.12.3, the specimen 
certificate of events and the specimen certificate of resolution provide the required format  
for instructing the trustee to release monies from the standby trust in order to fund 
decommissioning activities at the licensee’s facility.  NUREG-1757, Section A.12.6, Model 
Specimen Certificate of Events, and Section A.12.7, Model Specimen Certificate of Resolution, 
provide model language that is recommended by the NRC for each of these documents. 

 
GEH submitted a specimen certificate of events that includes substantive terms that are 
different than the substantive terms recommended in the NUREG-1757 model language.  To 
ensure that the trustee can act in accordance with the certificate of resolution, which is referred 
to by the certificate of events, licensee should submit a revised specimen certificate of events 
consistent with the model language provided in Section A.12.6 of NUREG-1757. 
 
GEH did not submit a specimen certificate of resolution.  To ensure efficient access to funds 
that is acceptable to the trustee, the licensee should submit a specimen certificate of resolution 
consistent with the model language provided in Section A.12.7 of NUREG-1757. 
 

• Submit a notarized letter of acknowledgment. 
 
NUREG-1757, Volume 3, Rev. 1, Appendix A, Section A.12.3 states that a notarized letter of 
acknowledgement should be submitted, verifying the execution of the standby trust agreement 
and certifying the trustee’s signature and authority to enter into the agreement.  NUREG-1757, 
Volume 3, Rev. 1, Appendix A, Section A.12.8 provides a model letter of acknowledgement. 
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GEH did not submit a notarized letter of acknowledgement.  To ensure that the trust agreement 
is effective and certifying the trustee’s signature and authority to enter into the agreement, the 
licensee should submit a notarized letter of acknowledgement in support of the standby trust 
agreement. 

 
(3) Submit an updated certification of financial assurance (10 CFR 70.25(e)(1)(iv)) 

 
10 CFR 70.25(e)(1)(iv) requires that the decommissioning funding plan include a certification by 
the licensee that financial assurance for decommissioning has been provided in the amount of 
the cost estimate for decommissioning.  As part of its August 1, 2014, submission of 
supplemental information, GEH submitted a certification of financial assurance from the CEO of 
a separate company, GE-Hitachi Energy, which is an owner of the licensee according to the 
letter.  To ensure compliance with the regulation by the licensee, the licensee should submit a 
certification of financial assurance from the CEO of GE Hitachi Nuclear Energy. 



 

Attachment 3 

GE HITACHI ACTIONS  
FROM OCTOBER 7, 2014 DISCUSSION OF  
FINANCIAL ASSURANCE MECHANISMS 

 
Topic (1): For the 2015 GE Independent Accountant Report, the submittal will include an 
off-balance sheet transactions evaluation, an opinion whether they could affect the parent’s 
ability to pay decommissioning costs, and a verification that the bond rating meets Title 10 of 
the Code of Federal Regulations (10 CFR) Part 30, Appendix A requirements. 

Topics (2) and (8): For the 2015 update, GE Hitachi (GEH) will provide a revised “CEO 
Letter” as part of a 10 CFR Part 30, Appendix A requirement, with an additional sentence 
stating: “I am the CEO of both GE-Hitachi Nuclear Energy Holdings, LLC, and GE-Hitachi 
Nuclear Energy Americas, LLC.”  During the discussion, the NRC staff indicated that GEH’s 
next letter needs to include this clarifying sentence. 

Topic (3): GEH will provide the latest GEH Foreign Ownership, Control, or Influence (FOCI) 
submittal or let NRC know how to obtain it for the financial assurance reviewers.  This is 
needed to support the requirement in NUREG-1757, Volume 3, Revision 1, Appendix A, 
Section A.8.3 related to GE having majority control over the GEH licensee. 

Topic (5): Provide the Bank of NY (BoNY) (Trustee) a copy of the GE Parent Guarantee 
letter beginning with the March 2015 submittal. 

Topic (6): Revise the existing “Specimen Certificate of Events” and draft a “Specimen 
Certificate of Resolution” that BoNY can keep in their file and inform the NRC staff when this 
action is complete.  The specimen certificates are boilerplate from NUREG-1757, Appendix 
A, Section A.12.6 and Section A.12.7, respectively. 

Topic (7): GEH will request that BoNY submit a notarized statement for the existing GEH 
Standby Trust Agreement acknowledging that “they had authority to enter into the 
agreement.”  BoNY will need to create a slight hybrid of the model “Letter of 
Acknowledgement” set forth in Appendix A, Section A.12.8 since this will not be a 
notarization of the signatures for the trust itself.  The notarization will be for a simple 
statement related to the trust agreement that was entered into on [DATE]. 

 
 
 
 

 


