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76 South Main Street

FirstEnergy Nuclear Operating Company Akron, Ohio 44308

330-364-5770

Gary R. Leidich
Fax: 330-384-5669

President and Chief Nuclear Officer

February TL 2006
L-06-022

Serial Number 3229
PY-CEI/NRR-2937L

U.S. Nuclear Regulatory Commission
Attention: Document Control Desk
Washington, D.C. 20555

Re: Beaver Valley Power Station, Unit Nos. 1 & 2, Docket Nos. 50-334 & 50-412
Davis-Besse Nuclear Power Station, Unit No. 1, Docket No. 50-346
Perry Nuclear Power Plant, Unit No. 1, Docket No. 50-440
Submittal of Information Related to the FirstEnergy Nuclear Generation
Corp. (TAC NOS. MC7005, MC7006, MC7007, MC7223, MC7224,
MC7225, and MC7226)

On May 18, 2005, the FirstEnergy Nuclear Operating Company (“FENOC”) acting as
agent for and on behalf of FirstEnergy Nuclear Generation Corp. (“FENGenCo”) and
Pennsylvania Power Company (“Penn Power”), submitted an application fo the NRC
requesting an Order consenting to the transfer of Penn Power’s ownership interests
in Beaver Valley Power Station, Units No. 1 and 2 (“BVPS 1 and 2”) and Perry
Nuclear Power Plant, Unit No. 1 (“Perry”) to FENGenCo.

On June 1, 2005, FENOC acting as agent for and on behalf of FENGenCo, Ohio
Edison Company (“Ohio Edison”), OES Nuclear, Inc. (“OES Nuclear”), The
Cleveland Electric Hluminating Company (“Cleveland Electric”), and The Toledo
Edison Company (“Toledo Edison”), submitted an application to the NRC requesting
an Order consenting to the transfer of Ohio Edison’s, OES Nuclear's, Cleveland
Electric’s, and Toledo Edison’s ownership interests in BVPS 1 and 2, Penry, and
Davis-Besse Nuclear Power Station, Unit No. 1 (“Davis-Besse”) to FENGenCo.

The NRC approved the requests and issued an Order consenting to the transfers to
FENGenCo. The closing date of the transfer was December 16, 2005.

This submittal provides copies of the executed Parental Guaranty and the executed
Support Agreement. Copies of these agreements were requested by the NRC staff.
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If there are any gquestions or if additional information is required, please contact
Mr. Gregory A. Dunn, Manager — FENOC Fleet Licensing, at (330) 315-7243.

Gregory H. Halnon

Attachment:
1. Regulatory Commitments

Enclosures:
1. Parental Guaranty
2. Support Agreement

cc: Director, NRR
NRC Region 1 Administrator
NRC Region 3 Administrator
Beaver Valley NRC Project Manager
Davis-Besse NRC Project Manager
Perry NRC Project Manager
Beaver Valley NRC Senior Resident Inspector
Davis-Besse NRC Senior Resident Inspector
Perry NRC Senior Resident Inspector
D.A. Allard, Director BRP/DEP
L.E. Ryan, BRP/DEP
N. Dragani, Executive Director, Ohio Emergency Management Agency, State
of Ohio (NRC Liaison)
Utility Radiological Review Board
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Regulatory Commitments

The following list identifies those actions committed to by the FirstEnergy Nuclear Operating
Company (FENOC) for the Beaver Valley Power Station, Unit Nos. 1 & 2, Perry Nuclear Power
Plant, Unit No. 1, and Davis-Besse Nuclear Power Station, Unit 1 in this document. Any other
actions discussed in the submittal represent intended or planned actions by FENOC. They are
described only as information and are not regulatory commitments. Please notify

Mr. Gregory A. Dunn, Manager ~ FENOC Fleet Licensing at (330) 315-7243 of any questions
regarding this document or associated regulatory commitments.

A. Commitment B. Due Date

No additional commitments have been generated N/A
by this submittal.
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PARENTAL GUARANTY

GUARANTY, dated as of December [(/‘,' 2005, made by FirstEnergy Corp., an
Ohio corporation (the “Guarantor”) to Guarantor’s subsidiary, FirstEnergy Nuclear
Generation Corp. (“FENGenCo”). :

WHEREAS, Pennsylvania Power Company (“Penn Power”) has agreed to
transfer its undivided ownership interests in Beaver Valley Power Station, Units 1 & 2
and the Perry Nuclear Power Plant (“BVPS 1 & 2 and Perry”) to FENGenCo (the
“Acquired Assets”);

WHEREAS, FENGenCo is an indirect wholly-owned subsidiary of the Guarantor;

WHEREAS, the NRC has promulgated regulations in Title 10, Chapter 1 of the
- Code of Federal Regulations (“CFR”), Part 50 which require that a holder of, or an
applicant for, a license issued pursuant to 10 CFR Part 50 provide assurance that funds
will be available when needed for required decommissioning activities;

WHEREAS, Penn Power will transfer approximately $140 million to qualified
and non-qualified decommissioning trust funds established and maintained by
FENGenCo for BVPS 1 & 2 and Perry;

WHEREAS, it is estimated that a total of approximately $220 million in
decommissioning funding assurance is necessary to meet FENGenCo’s pro rata share of
the NRC decommissioning funding requirements for BVPS 1 & 2 and Perry, and
therefore that approximately $80 million in decommissioning funding assurance in
addition to the amounts held in the qualified and non-qualified funds is necessary; and

- WHEREAS, the Guarantor expects to receive substantial indirect benefits from
the acquisition of the Acquired Assets by FENGenCo (which benefits are hereby
- acknowledged), and accordingly, desires to execute and deliver this Guaranty in order to
provide financial assurance for FENGenCo’s pro rata share of decommissioning activities
for BVPS 1 & 2 and Perry as required by 10 CFR Part 50; '

NOW, THEREFORE, in consideration of the foregoing and other benefits
accruing to the Guarantor, the receipt and sufficiency of which are hereby acknowledged,
the Guarantor hereby makes the following representations and warranties to FENGenCo
and hereby covenants and agrees as follows:

The Guarantor has full authority and capacity to enter into this Guaranty under its
bylaws, articles of incorporation, and the laws of the State of Ohio, its state of
incorporation. Guarantor has approval from its Board of Directors to enter into
this guaranty.
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This guarantee is being issued so that FENGenCo will be in compliance with
regulations issued by the Nuclear Regulatory Commission (NRC), an agency of
the U.S. Government, pursuant to the Atomic Energy Act of 1954, as amended,
and the Energy Reorganization Act of 1974. The NRC has promulgated
regulations in Title 10, Chapter I of the Code of Federal Regulations, Part 50,
which require that a holder of, or an applicant for, a license issued pursuant to

. 10 CFR Part 50 provide assurance that funds will be avallable when ne: eded for

requ1red decommlsswnmg activities.

This guarantee is issued to provide financial assurance for decommissioning
activities for BVPS 1, License No. DPR-66; BVPS 2, License No. NPF-73; and
Perry, License No. NPF-58 as required by 10 CFR Part 50. The decommissioning
costs for these facilities are guaranteed in the amount of $80 million.

The Guarantor meets or exceeds criteria from Financial Test II.A.2 from 10 CFR
Part 30, Appendix A and agrees to notify FENGenCo and the NRC of any

_ changes in its ability to meet the Appendix A criteria in compliance with the

notification requirements as specified in 10 CFR Part 50. Specifically, the
Guarantor possesses:

(a)(i) A current rating of its senior unsecured debt rating of BBB- as issued by
Standard and Poor’s, or Baa3 as rated by Moody’s; and

(ii) “Tangible net worth is at least $10 million and at least six times the current
decommissioning cost estimate or Guaranty amount; and

(iii) Assets located in the United States amounting to at least 90 percent of its
total assets or at least six times the current decommlssmnmg cost or
Guaranty amount.

The Guarantor has majority control of the voting stock in FENGenCo.
FENGenCo is located at 76 South Main Street, Akron, Ohio 44308. FENGenCo

" has ownership interests in the following facilities: BVPS 1, License Nc. DPR-66;

BVPS 2, License No. NPF-73; and Perry, License No. NPF-58.

The term “decommissioning activities” as used herein refers to the activities
required by 10 CFR Part 50 for decommissioning of the facilities identified
above. ' :

For value received from FENGenCo and pursuant to the authority conferred upon
the Guarantor, the Guarantor guarantees that if FENGenCo fails to perform the
required decommissioning activities, as required by License Nos. DPR-66,
NPF-73 and NPF-58, due to lack of funds, the Guarantor shall:

(a) provide all funds necessary, up to the amount of this Guaranty in 2005
dollars and as adjusted for inflation, to carry out the required activities, or
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10.

11.

12.

13.

(b) set up a trust fund in favor of FENGenCo in the amount of these current
cost estimates or guaranty amount for these activities.

The Guarantor agrees to submit revised financial statements, financial rest data,
and a special auditor’s report and reconciling schedule to the NRC annually
within 90 days of the close of the parent Guarantor’s fiscal year.

The Guarantor and FENGenCo zgree that if the Guarantor fails to meet. the
financial test criteria at any time after this Guaranty is established, the Guarantor
and FENGenCo shall send, within 90 days of the end of the fiscal year in which
the Guarantor fails to meet the financial test criteria, by certified mail, notice to
the NRC. If FENGenCo fails to provide alternative financial assurance as
specified in 10 CFR Part 50, as applicable, and obtain written approval of such
assurance from the NRC within 180 days of the end of such fiscal year, the
Guarantor shall provide such alternative financial assurance in the name of
FENGenCo or make full payment under the Guaranty to a standby trust
established by FENGenCo.

Independent of any notlflcatlon under paragraph 8 above, if the NRC dztermines
for any reason that the Guarantor no longer meets the financial test criteria or that
it is disallowed from continuing as a Guarantor for the facilities under License
Nos. DPR-66, NPF-73 or NPF-58, the Guarantor agrees that within 90 days after
being notified by the NRC of such determination, an alternative financial
assurance mechanism as specified in 10 CFR Part 50 as applicable, shall be
established by the Guarantor in the name of FENGenCo unless FENGenCo has
done so.

The Guarantor as well as its successors and assigns shall remain bound jointly and
severally under this Guaranty notwithstanding any or all of the following:
amendment or modification of license or NRC-approved decommissioning
funding plan for that facility, the extension or reduction of the time of
performance of required activities, or any other modification or alteratlon of an
obligation of FENGenCo pursuant to 10 CFR Part 50. :

The Guarantor agrees that it will be liable for all litigation costs incurred by
FENGenCo or the NRC in any successful effort to enforce the agreement against
the Guarantor.

The Guarantor agrees to remain bound under this Guaranty for as long as
FENGenCo must comply with the applicable financial assurance requirements of
10 CFR Part 50, for the previously listed facilities, except that this Guaranty may
be extinguished by the agreement of Guarantor and FENGenCo with the prior
written consent of the NRC, and except that the Guarantor may cancel this
Guaranty by sending notice by certified mail to the NRC and to FENGenCo, such
cancellation to become effective no earlier than 120 days after receipt of such
notice by both the NRC and FENGenCo as evidenced by the return receipts. If
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14.

15.

16.

FENGenCo fails to provide alternative financial assurance as specified in 10 CFR
Part 50, as applicable, and obtain written approval of such assurance within 120 -
days after the sending of the above notice by the Guarantor, the Guarantor shall
provide such alternative financial assurance.

The Guarantor expressly waives notice of acceptance of this Guaranty by the
NRC or by FENGenCo. The Guarantor also expressly waives notice of
amendments or modification of the decommissioning requirements and of
amendments or modifications of the licenses.

If the Guarantor files financial reports with the U.S. Securities and Exchangé
Commission (SEC), then it shall promptly submit them to the NRC during each
year in which this Guarantee is in effect.

This Guaranty and the rights and obligations of the FENGenCo and the: Guarantor
hereunder, shall be governed by and construed in accordance with the domestic
laws of the State of Ohio without giving effect to any choice or conflict-of-law
provision or rule (whether of Ohio or any other jurisdiction) that would cause the
application of the laws of any jurisdiction other than the Ohio. The Guarantor and
the FENGenCo each consent to the exclusive jurisdiction and venue of any state
or federal court within the State of Ohio for adjudication of any suit, claim, action
or other proceeding at law or in equity relating to this Guaranty, or to any
transaction contemplated hereby. The Guarantor and FENGenCo each accept,
generally and unconditionally, the exclusive jurisdiction and venue of the
aforesaid courts and waive any objection as to venue, and any defense of forum
non conveniens. The Guarantor hereby irrevocably consents to the service of

*- process out of any of the aforementioned courts in any such action or proceeding

17.

by the mailing of copies thereof by registered or certified mail, postage prepaid, to
the Guarantor at its address set forth opposite its signature below, such service to
become effective 30 days after such mailing. Nothing herein shall affect the right
of FENGenCo to serve process in any other manner permitted by law or to
commence legal proceedings or otherwise proceed against the Guarantor in any
other jurisdiction. The Guarantor hereby irrevocably waives any objection which
it may now or hereafter have to the laying of venue of any of the aforesaid actions
or proceedings arising out of or in connection with the Guaranty brought in the
courts referred to above and hereby further irrevocably waives and agrees not to
plead or claim in any such court that any such action or proceeding brought in any
such court has been brought in an inconvenient forum.

All notices and other communications hereunder shall be made at 76 South Main
Street, Akron, Ohio 44308.
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I hereby certify that this Guaranty is true and correct to the best of my knowledge.

| Effective date: Deeermben 1) ; 2008

FirstEnergy Corp.

By . - %%M//

T

Richard H. Marsh
Senior Vice President

STATE OF OHIO
COUNTY OF SUMMIT

Subscribed and sworn to me, a Notary Public, in and for the City/County and
State above named, this %% day of Neesndre., 2005.

MMM_

My Commission Expires: _
Kathleen Anne Grant ’
Notary Public, State of Ohio
Resldent of Summit County

FirstEnergy Nuclear Generation Corp. My Commission Expires Nov. 8, 20009.

By /}.N'% N UJM

Davxd W. Whitehead
Corporate Secretary

STATE OF OHIO
COUNTY OF SUMMIT

Subscribed and sworn to me, a Notary Public, in and for the Clty/County and

State above named, this 511 _day of]lw«!ﬂqé-OOS

My Commission Expires: _

CHRISTINE A. ROSENBERGER
Notary Public, State of Ohlo
WMy Commission Explres Feb. 20, 2008
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And FirstEnergy Nuclear Generation Corp.



SUPPORT AGREEMENT BETWEEN
FIRSTENERGY CORP. AND
FIRSTENERGY NUCLEAR GENERATION CORP.

THIS SUPPORT AGREEMENT, dated as of December /&_, 2005 between FirstlSnergy
Corp., an Ohio corporation (“Parent”), and FirstEnergy Nuclear Generation Corp.
(“FENGenCo’") an Ohio corporation (“Subsidiary’),

WITNESSETH:

WHEREAS, Parent is the indirect owner of 100% of the outstanding shares of the
Subsidiary;

WHEREAS, the Subsidiary intends to acquire certain assets located at the Beaver
Valley Nuclear Power Station, Units Nos. 1 & 2, Perry Nuclear Power Plant, Unit No. 1,
and Davis-Besse Nuclear Power Station, Unit No.1 (“BVPS,” “Perry” and Davis-
Besse”); and

WHEREAS, Parent and the Subsidiary desire to take certain actions to assure the
Subsidiary’s ability to pay the pro rata expenses of operating BVPS, Perry and Davis-
Besse safely and protecting the public health and safety (the “Operating Expenses”) and
to meet Nuclear Regulatory Commission (“NRC”) requirements during the operating life
of the BVPS, Perry and Davis-Besse units (the "NRC Requirements").

Now, THEREFORE, in consideration of the mutual promises herein contained, the
parties hereto agree as follows:

1. Availability of Funding. From time to time, upon request of Subsidiary,
Parent shall provide or cause to be provided to Subsidiary such funds as
the Subsidiary determines to be necessary to pay Operating Expenses and
meet NRC Requirements; provided, however, in any event the aggregate
amount which Parent is obligated to provide under this Agreement shall
not exceed $400 million.

2. No Guarantee. This Support Agreement is not, and nothing herein
contained, and no action taken pursuant hereto by Parent shall be
construed as, or deemed to constitute, a direct or indirect guarantee by
Parent to any person of the payment of the Operating Expenses or of any
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liability or obligation of any kind or character whatsoever of the
Subsidiary. This Agreement may, however, be relied upon by the NRC in
determining the financial qualifications of the Subsidiary to hold the
operating license for BVPS, Perry, and Davis-Besse.

Waivers. Parent hereby waives any failure or delay on the part of the
Subsidiary in asserting or enforcing any of its rights or in making any
claims or demands hereunder.

Amendments and Termination. This Agreement may not be amended or
modified at any time without 30 days prior written notice to the NRC. This
Agreement shall terminate at such time as Parent is no longer the direct or
indirect owner of any of the shares or other ownership interests in
Subsidiary. This Agreement shall also terminate with respect to the
Operating Expenses and NRC Requirements applicable to BVPS, Permry,
and Davis-Besse at such time as BVPS, Perry, and Davis-Besse
permanently cease commercial operations.

Successors. This Agreement shall be binding upon the parties hereto and
their respective successors and assigns.

Third Parties. Except as expressly provided in Sections 2 and 4 with
respect to the NRC, this Agreement is not intended for the benefit of any
person other than the parties hereto, and shall not confer or be deemed to
confer upon any other such person any benefits, rights, or remedies
hereunder.

Other Support Agreement. This Agreement supercedes any other Support
Agreement, if any exists prior to the date hereof, between Parent and
Subsidiary to provide funding when necessary to pay Operating Expenses
and meet NRC Requirements for BVPS, Perry or Davis-Besse, and any
such other Support Agreement is hereby voided, revoked and rescinded.
As such, the total available funding provided for in this Agreement shall
be limited as set forth in Section 1 herein and shall not be cumulative with
any other Support Agreement.

Governing Law. This Agreement shall be governed by the laws of the
State of Ohio.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed and delivered by their respective officers thereunto duly authorized as of the day
and year first above written.

FirstEnergy Corp.
Bysmﬂg

Richard H. Marsh
Senior Vice President

FirstEnergy Nuclear Generation Corp.

By SN b W |

David W. Whitehead
Corporate Secretary




