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ICF INCORPORATED

May 31, 1991
To Dr. Lou Bykoski K HNMSS/NRC
From David Mitamura and John Collier, ICF Incorporated
subject Review of Letter of Credit Submitted by Radiation Sterilizers,
Ine,

———

Radiation Sterilizers, Inc. in Fremont, California submitted a
certification of financial assurance in the amount of $75,000.' The
submission includes a letter of credit that deviates substantially from the
wording recommend in NRC's Regulacory Guide J .66, "Standard Format and Content
of Financial Assurance Mechanisms Required for Decommissioning Under 10 CFR
FParts 30, 40, 70, and 72" (June 1990). The submission assures decommissioning
costs for license 04-19644-01 (ssued under 10 CFR Part 30  Upon review of the
submission, ICF recommends that NRC Kegion II11 require the licensee to modify
the submission in the following ways

(1) Revise the letter of credit to identify applicable NRC
regulations

{2} Amend the letter of credit to include automatic renewal and
cancellation notification provisions;

(3) Amend the letter of credit to include automatic payment
provisions
(4)  Amend the letter of credit to include notification

requirements

-

(5 Amend the letter of credit to require the issuer to deposit
the funds from the letter of credit into the standby trust
fund within 30 days of presentation of & draft toe the bank;
and

(6) Submit a standby trust agreement

These recommendations and other issues are discussed below.

i ICF assumes that NRC Region 111 has varified that the certification
amount is acceptable under 10 CFR 30 35

1'7 ﬁ Wi Ol O° 7 ",

B s

L s

|
!
}

- (= S o o A - e R S T T S e IR I S s S A T o 1, LS Ay = e sl ey T




" o ,
\-I f
il . .
| A ,
.
. '
) ¢ :

et 2

(1) Revise the lLetter of Credit to ldentify Applicable NRC Regulations

The submitted letter of credit does not include paragraph 2 of the
wording recommended by NRC's Pegulatory Guide 3.66, on page 4-33, which states
that

issued under the authority of the U.§. HNuclear Regulatory
Commission (NRC), an agency of the U.S.  Covernment, pursuant to
the Atomic Energy Act of 1954, as amended, and the Energy
Resrganization Act of 1974, The NRC has promulgated regulations
: in Title 10, Chapter 1 of the Code of Federal Regulations, Part
’ |30, 40, 70, or 72|, which vequire that a holder of , or an

|
i “This letter of credit is issued in accordance with regulations

applicant for, a license issued under 10 CFR Parts [30, 40, 70, or
12| provide assurance that funds will be available when needed for
decommissioning

This paragraph helps to ensure that the purpose of the leiter of credit Is
1 clear and unambiguous. 1CF recommends that NRC require the licensee to modify
the letter of credit to fuclude the recommended language.

(2) Amend the Letter of Credit to Include Automatic Renewal and Cancellation
Notification Provisions

Under [0 CFE 30 35(£)(2)(1), a surety method of assurance, Lf written
for a specified term, "must be renewed automatically unless 90 days or more
prior to the rvenewal date, the issuer notifies the Commission, the
beneficiary, snd the licensee of irs intention not to renew." The submitted
letter of ciedit 1s written for a definite term of one year, bul it does not
itelude the automatic renewal of the cancellation netification provisions.
The automatic renewal provision is impertant te ensure continuous financial
wssurance, while the cancellation notification provision ensures that the
wechanism 1% not canceled without belng drawn upon by NRC ot replaced by
another mechanism. 1CF recommends that NRC require the licensee to amend the
letter of credit to include sutomatic renewal and cancellation notification
provisions worded similarly te those in the letter of credit recommended in
Negulatory Guide 1 66, page 4-33.

-

(1) Amend the Letter of Credit ro Include Automatic Payment Provisions

Under 10 CFR 30 .35(£)(2)(1)., a letter of credit used as a surety method
of assurance mist also "provide that the full face amount be paid to the
beneflciary autematically prior to the expiration without proof of forfeiture
it the licensees failes to provide a replacement acceptable to the Commission
within 30 days after receipt of notification of cancellation " This
requirement helps ensure that in the event the issuer intends to cancel the
letter of credit and the licensee fails to obtain alternate assurance, the
letter of credit will be drawn upon before it expires.
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The le:ter of credit submitted by the licensee has no sutomatic payment
provision. 1CF recommends that NRC require the licensee to amend the letter
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of credit to include putomatic paymant preovisions worded similarly to these in
the letter of credic cecommended in Pegulatory Guide 1.66, page 4-33 and 434,

(4) Amend the Letter of Credit to Include Notification Requirsamencs

The submitted letter of credit does not contain the fellowing
notification requirements recommended by Regulatory Guide 3.66 at the end of
Faragraph 3 in the sample letter of credit, which address the issuing
financial Institution's insolvency:

“The bank shall give immediate notice to the applicant and the
[insert “NRC" or name of State agency] of any notice received or
action filed alleging (1) the insolvency or bankruptey of the
financial Institution or (2) any viclations of regulatory

ve ulrements that could result in suspension or revecation of the
bank's charter or license to do business The financial
institution also shall give immediate notice {f the bank, for any
reason, becomes unable to fulfill its obligation under the letzer
cf eredic. "

This language ensures that both NRC and the licensee dare given adequute
warning of events that may jeopardize the financial assurance. ICF recommends
that NRC require the licensee to amend the letter of credit to include
notification requirenents.

{(5) Amend the Letter of Credit to Require the lssuer to Deposit the Funds
from the Letter of Credit into the Standby Trust Fund within 30 Days of
Presentation of a Draft to the Bank

The recommended wording of the letter of credit in Regulatory Guide
1,66, on page 4-34, includes the following statement: “Whenever this letter of
credit iy drawn on under and in compliance with the terms of this letter of
credit, we shall duly honor such draft upon {ts presentation to us within 30
days, and we shall deposit the amount of the draft directly inte the standby
trust fund of [licensee's name] in accordance with your instructions . ” The
letter of eredit submitted by the licensee does not require drafts teo be
honered within 30 days, nor does it require that the bank deposit the amount
of the draft in the standby trust fund as required by 10 CFR 30.35(f£)(2)(ii).

The 310.day requirement ensures timely rveceipt of funds necassary to pay
for decummissloning costs, The purpose of the standby trust fund is discussed
in Recommendation 6 below. ICF recommends that NRC require the letter of
credit to be revised to require the bink te deposit the funds into a standby
trust fund within 30 days after the presentation of the draft for withdrawal.

(6) Submit a Standby Trust Agreement

Under 10 CFR 30 .35(f)(2)(ii), a surety method of assurance, such as a
letter of credit, "must be payable to a trust established for decommissioning
costs. " The licensee's submission does not include a standby trust agreement
for such purposes. If the funds were paid directly to NRC, rather than to a
standby trast fund, NRC would be required to deposit the funds with the U.S.
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APPENDIX A
CHECKLIST FOR DCOMMISSIONING FINANCIAL ASSURANCE

NAME OF LICENSLE OR APPLICANT
O R Aol STERILzERS
RATTTRE ADIRESS ’

4000 CUHER (dukT

T tA  9daax

A Licenses Part (check one of the foHole)_:

A Part 30 Licensee or Applicant . Part 70 Licensee or Applicant
Part 40 Licensee or Applfcant __ Part 72 Licensee or Applicant
8. Check appropriate item in each category (if appiicable)
1. ~"//1 1/90  Date of Financial Assurance Submission AL vt

Bl 4 e !Y/Qc
2. Public Entity

X Private Entity

1. \ Certification of Financial Auunncn’7§"ao .
. lj;htﬁJ w‘/ALTJ

Decommissioning Funding Plan

4, (a) Prepc*un: gpt;on (See Appendix B)
rust Fun
_ Escrow Account
" Certificate of Deposit
Government Fund
Deposit of Government Securities

() A Suntg/lnwr:‘ncn:/mhor Guarantee (See Appendix C°
uret
Lotten of Credit Wpdee evihial 4. ui'hfooo
e N traat . Ty sty fe-
. Parent Company Guarantee/Financia) Tut

(¢) ____ External Sink{ v Sinking Account and Surety/
Insurance (Sn”x»cndix
Trust Fund
- Escrow Account
cmmcm of Deposit
Govcmnt Fund
Dopont of Government Securities
" Surety Bond
Lotur of Credit
Line of Credit

(d) Statesent of Intent (public entities only)
"May not be used in combination with aay other instrusent.
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APPENDIX C
CHECKLIST FOR SUBMISSION OF SURETY/INSURANCE /PARENT COMPANY GUARANTEE

A Check Appropriate Form of Surety/Insurance/Guarantee
— Surety Bond
K Letter of Credit
. Line of Creait

Parent Company Guarantee/Financial Test*

Insurance

——

8. Check Documents Submitted for Surety/Insurance/Guarantee

1. Surety Bond
— Surety Bond
o Stlndb¥ Trust Agreement
. Acknowledgement

2. Letter of Credit )
2 Letter of Credit ’-*)"l«-, wurﬁ:t}‘ J(ﬁ-d

Standby Trust Agreement kowe oy bies Hol
Acknowledgement rove ¢l

3. Line of Credit

Verification

Standby Trust Agreement
Acknow|edgement

]

4. Parent Company Guarantee

e W€tter from Chief Executive Officer of Applicant or
Licensee
Letter from Chief Financial Officer of Parent Company
Financial Test: Alternative (I or 11
Auditor's Special Report and Attached Schedule
Corporate Guarantee

Sta Trust Agreement
Ackzgs{odqalont

5. Insurance
Certificate of Insurance

T Sta Trust Agreement
i Ackggsyodqcnlnt

A

May not be used in combination with any other instrument.
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EXHIBIT 3-7

CHECKLIST OF CRITERIA FOR REVIEW OF LETTERS OF CREDIT

lp . Copy of corporate by-laws or other evidence indicating that parties
{ signing the financial fnstrument (for the applicant) are authorized
to represent the organization in the transaction,

"ol .

"v‘rn&o Evidence that the financial instrument is an originally signed
‘ N

‘ VMA\Q9<?ﬁ~dupliccto (e.g., an executed copy of the instrument).

. Evidence that the financial institution is regulated by Federa) or
State agency (e.g., member of FOIC, Federal Reserve System, otc.).ﬁf“frﬁ,f
Fin '

\

e e The instrument must be entitled a letter of credit. N’“’““s% (”u

~®  The letter should be limited in amount. 79 D00

\/4" The letter of credit must contain a specified expiration date or be

written for a definite term, l°/l‘l/‘)/ no ajdk-i«;. vmdg.é

o The issuer's obligation to pay the beneficiary should arise only
upon presentation of a draft or other documents specified in the
letter of credit,

% The bank must not be called upon to determine a question of fact or
law at fssue between the licensee and the Commission or State

regulatory agency.

' %}}1. The licensee should have an unqualified obligation to reimburse the
e issuer for payments made under the lettar of credit.

3-27



e T T, i e
i
. l L=

T T GONVEREATION RECOKD m LatE
10:30 A.M. &/22/91
0 vigit O comrRiRct X TRLERNOM

O 1MCONAS

% ONe0IN
NANE OF PRRSON/S) CORTACTED OF 1N CONTACY ) ORGARIZATION (OFFICE, DEPT.ETC ) TELEFRORE %0,
Liiea Fostery k&1
SUBJNCY .

Statue of thelr standby trust sgreement to be submitted per our previous
tele. conv.

SURNARY

Lisa stated that she thought that their standby trust agreement had been
completed by thelr corporate office and already submitted to the NRC., I
told her that we have not received it. She will contact her corporate
off.ce and get back to me.

———— - - e ——

ACTION BRQUIERD
Wait for return phone call from Me. Foster.
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