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1800 M Street, N W 1
RS, * Morgan, Lewis / e s
202 467 700 & Bockius e

Fax 2024677176 COUNSELORS AT LAW

Donald J. Silverman
202-467-7502

May 23, 1997
VIA HAND DELIVERY

Mr. Michael F. Weber

Chief, Fuel Cycle Licensing Braiich

Division of Fuel Cycle Safety and Safeguards
U.S. Nuclear Regulatory Commission

Mail Stop T8 D14

11545 Rockville Pike

Rockville, MD 20852

Re:  Babcock & Wilcox License Transfers
Dear Mike:

Attached, in accordance with our conversation today, arc uraft financial assurance documents

related to Babcock & Wilcox's request to transfer various licenses to BWX Technologies, Inc
and McDermott Technology, Inc. For your convenience, we are also forwarding copies of the
existing financial assurance instruments.

The enclosed booklet contains the following documents for each license:

1 A new standby trust in the name of the company to which The Babcock &
Wilcox Company is transfering the license.

2. A letter to the trustee to be executed by The Babcock & Wilcox Company and
the NRC cancelling the existing standby trusts

3 Amendments to the letters of credit simply changing the name of the account
party from The Babcock & Wilcox Company to BWX Technologies, Inc. or
McDermott Technology, Inc
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The only change being proposed to the existing financial assurance instruments is the
substitution of the names of the proposed successor companies. B&W would like to finalize
these documents as soon as possible. Accordingly, your review by June 15 would be greatly
appreciated. If you have any questions, please feel free to call me at 202/467-7502.
Sincerely,

Donald J. Silverman

DJS/js

Enclosures

WAD3/81305.1
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SNM-42 and SNM-414

BPM-34-03043 and SUB-125

SNM-42, AMENDMENT 13 (SAPPHIRE PROJECT)
SNM-2001



STANDBY TRUST AGREEMENT

TRUST AGREEMENT, the Agreement entered into as of July 1, 1997 by and between
BWX Technologies, Inc., a Delaware corporation, herein referred to as the "Grantor, and
Citibank, N.A., 120 Wall Street, 13th Floor, New York, NY 10043, the "Trustee".

WHEREAS, the U.S. 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, has promulgated regulations in Title 10, Chapter | of the
Code of Federal Regulations, Part 70. These regulations, applicable to the Grantor,
require that a holder of, or an applicant for a Part 70 license provide assurance that funds
will be available when needed for required decommissioning activities.

WHEREAS, the Grantor has elected to use a letter of credit to provide financial
assurance for the facilities identified herein: and

WHEREAS, when payment is made under a letter of credit, this standby trust shall be
used for the receipt of such payment; and

WHEREAS, the Grantor, acting through its duly authorized officers, has selected the
Trustee to be the trustee under this Agreement and the trustee is willing to act as trustee,

NOW, THEREFORE, the Grantor and the Trustee agree as follows:

Section 1.  Definitions. As used in this Agreement:

(@  The term "Grantor" means the NRC licensee who enters into this Agreement and
any successors or assigns of the Grantor,

(B) The term "Trustee" means the trustee who enters into this Agreement and any
successor Trustee.

Section 2. Costs of Decommissioning.

This Agreement pertains to the cost of decommissioning the materials and activities
identified in License Number SNM-42 and SNM-414 issued pursuant to 10 CRF Part 70
as shown in Schedule A.

Section 3.  Establishment of Fund.

The Grantor and the Trustee hereby establish a standby trust fund (the Fund) for the
benefit of the NRC. The Grantor and the Trustee intend that no third party have access
to the Fund except as provided herein.




Section 4. Payments Constituting the Fund.

Payments made to the Trustee for the Fund shall consist of cash, securities, or other
liquid assets acceptable to the Trustee. The Fund is established initially as consisting of
the property, which is acceptable to the Trustee, described in Schedule B attached
hereto. Such property and any other property subsequently transferred to the Trustee are
referred to as the "Fund”, together with all eamings and profits thereon, less any
payments or distributions made by the Trustee pursuant to this Agreement. The Fund
shall be held by the Trustee, IN TRUST, as hereinafter provided. The Trustee shall not
be responsible nor shall it undertake any responsibility for the amount of, or adequacy of
the Fund, nor any duty to collect from the Grantor any payments necessary to discharge
any liabllities of the Grantor established by the NRC.

Section 5. Payment for Required Activities Specified in the Plan.
The Trustze shall make payments from the Fund to the Grantor upon presentation to the
Trustee of the following:

a A certificate duly executed by an authorized representative of the Grantor attes ting
to the occurrence of the events, and in the form set forth in the attached Specimen
certificate, and

b. A certificate duly executed by an authorized representative of the Grantor attesting
to the following conditions:

1. that decommissioning is proceeding pursuant to an NRC approved plan,

- A that the funds withdrawn will be expended for activities undertaken
pursuant to that Plan, and

3. that the NRC has been given 30 days prior notice of Grantor's intent to
withdraw funds from the Fund.

No withdrawal from the fund can exceed 10 percent of the outstanding balance of the
Fund or 1 million dollars, whichever is greater, unicss NRC approval is attached.

in the event of the Grantor's default or inability to direct decommissioning activities, the
Trustee shall make payments from the Fund as the NRC shall direct, in writing, to provide
for the payment of the costs of required activities covered by this Agreement. The
Trustee shall reimburse the Grantor or other persons as specified by the NRC from the
Fund for expenditures for required activities in such amounts as the NRC shall direct in
writing. In addition, the Trustee shall refund to the Grantor such amounts as the NRC
specifies in writing. Upon refund, such funds shall no longer constitute part of the Fund
as defined herein.




Section 6. Trust Management.

The Trustee shall invest and reinvest the principal and income of the Fund and keep the
Fund invested as a single fund, without distinction between principal and income, in U.S.
Treasuries with maturities not exceeding 90 days.

Section 7. Exp ress Powers of Trustee.

Without ir any way limiting the powers and discretion conferred upon the Trustee by the
other provisions of this Agreement or by law, the Trustee is expressly authorized and
empowered:

(@) to seli, exchange, convey, transfer, or otherwise dispose of any property held by
it, by public or private sale, as necessary for prudent management of the Fund;

(b) tomake, execute, acknowledge, and deliver any and all documents of transfer and
conveyance and any and all other instruments that may necessary or appropriate
to carry out the powers herein granted;

(c) to register any securities held in the Fund in its own name, or in the name of a
nominee, and to hold any security in bearer form or in book entry, or to combine
certificates of the same issue held by the Trustee in other fiduciary capacities, to
reinvest interest payments and funds from matured and redeemed instruments, to
fiile proper forms concerning securities held in the Fund in a timely fashion with
appropriate government agencies, or to deposit or arrange for the deposit of such
securities in a qualified central depository even though, when so deposited, such
securities may be merged and held in bulk in the name of the nominee or such
depository with other securities deposited therein by another person, or to deposit
or arrange for the deposit of any securities issued by the U.S. Government, or any
agency or instrumentality thereof, with a Federal Reserve bank, but the books and
records of the Trustee shall at all times show that all such securities are part of the
Fund; and

(d) to compromise or otherwise adjust all claims in favor of or against the Fund.

Section 8. Taxes and Expenses.
All taxes of any kind that may be assessed or levied against or in respect of the Fund

and all brokerage commissions incurred by the Fund shall be paid from the Fund. All
other reasonable out-of-pocket expenses incurred by the Trustee in connection with the
administration of this Trust, including reasonable fees for legal services rendered to the
Trustee, and the compensation of the Trustee shall be paid from the Fund.

Section 9. Annual Vaiuation.

After payment has been made into this standby trust fund, the Trustee shall annually, at
least 30 days before the anniversary date of receipt of payment into the standby trust
fund, furnish to the Grantor and to the NRC a statement confirming the value of the Trust.
Any securities in the Fund shall be valued at market value as of no more than 60 days
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before the anniversary date of the establishment of the Fund. The failure of the Grantor
to object in writing to the Trustee within 90 days after the statement has been furnished
to the Grantor and the NRC shall constitute a conclusively binding assent by the Grantor,
barring the Grantor from asserting any claim or liability against the Trustee with respect
to the matters discicsed in the statement.

Section 10. Advice of Counsel,

The Trustee may from time to time consuit with counsel, who may be counsel to the
Grantor, with respect to any question arising as to the construction of this Agreement or
any action to be taken hereunder. The Trustee shall be fully protected, to the extent
permitted by iaw, in acting on the advice of counsel.

Section 11. Trustee Compensation.
The Trustee shall be entitled to reasonable compensation for its services as agreed upon
in writing from time to time with the Grantor (See Schedule C).

Section 12. Successor Trustee.

Upon 80 days notice to the NRC and the Grantor, the Trustee may resign; upon 90 days
notice to the NRC and the Trustee, the Grantor may replace the Trustee; but such
resignation or replacement shall not be effective until the Grantor has appointed a
successor trustee and this successor accepts the appointment. The successor Trustee
shall have the same powers and duties as those conferred upon the Trustee hereunder.
Upon the successor Trustee's acceptance of the appointment, the Trustee shall assign,
transfer, and pay over to the successor Trustee the funds and properties then constituting
the Fund. If for any reason the Grantor cannot or does not act in the event of the
resignation of the Trustee, the Trustee may apply to a court of competent jurisdiction for
the appointment of a successor Trustee or for instructions. The successor Trustee shall
specify the date on which it assumes administration of the trust in a writing sent to the
Grantor, the NRC and the present Trustee oy certified mail 10 days before such change
becomes effective. Any expenses incurred by the Trustee as a result of any of the acts
contemplated by this section shall be paid as provided in Eection 8.

Section 13. Instructions to the Trustee.

All orders, request and instructions by the Grantor to the Trustee shall be in writing,
signed by such persons as are signatories to this agreement or such other designees as
the Grantor may designate in writing. The Trustee shall be fully protected in acting
without inquiry in accordance with the Grantor's written orders, requests, and instructions.
If the NRC issues orders, requests, or instructions to the Trustee these shall be in writing,
signed by the NRC or its designees, and the Trustee shall act and shall be fully protected
in acting in accordance with such written orders, requests, and instructions. The Trustee
shall have the right to assume, in the absence of written notice to the contrary, that no
event constituting a change or a termination of the authority of any person to act on
behalf of the Grantor or the NRC hereunder has occurred. The Trustee shall have no
duty to act in the absence of such written orders, requests, and instructions from the
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Grantor and/or the NRC, except as provided for herein.

Section 14. Amendment of Agreement.
This Agreement may be amended by an instrument in writing executed by the Grantor,
the Trustee and the NRC, or by the Trustee and the NRC if the Grantor ceases to exist.

Section 15. Irrevocability and Termination.

Subject to the right of the parties to amend this Agreement as provided in Section 14, this
trust shali be irrevocable and shall continue until terminated at the written agreement of
the Grantor, the Trustee and the NRC, or by the Trustee and the NRC if the Grantor
ceases to exist. Upon termination of the trust, all remaining trust property, less final trust
administration expenses, to the extent not paid directly to the Trustee, shall be delivered
to Atlantic Richfield Company or its successor.

Section 16. Immunity and Indemnification.

The Trustee shall not incu - -ersonal liability of any nature in connection with any act or
omission, that is made in good faith and does not constitute negligence or wilful
misconduct by the Trustee or its directors, officers, employees or agents, in the
administration of this trust, or in carrying out any directions by the Grantor or the NRC
issued in accordance with this Agreement. The Trustee shall be indemnified and saved
harmiess from the trust fund from and against any persenal liability to which the Trustee
may be subject by reason of any act or conduct in its official capacity, including all
expenses reasonably incurred in its defense, except for any such personal liability that
is due to the negligence or wiliful miscorduct of the Trustee or its directors, officers,
employees or agents.

Section 17,
This Agreement shall be administered, construed, and enforced according to the laws of
the State of New York.

Section 18. Interpretation and Severability.

As used in this Agreement, word in the singular include the plural and worgs in the plural
include the singular. The descriptive headings for each section of this Agreement shall
not affect the interpretation or the legal efficacy of this Agrecinent. If any part of this
Agreement is invalid, it shall not affect the remaining provisions which will remain valid
and enforceable.
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IN WITNESS WHEREOF the parties have caused this Agreement tr - - ‘hyhe

respective officers duly authorized and the incorporate seals to be he = T o and
attested as of the date first written above.

ATTEST BWX TECHNOLOGIES, INC.

J. J. Stewart
Title: President
Seal

CiTIBANK, N.A.
ATTEST

Seal:



Specimen Certificate of Events

Citibank, N.A.

120 Wall St.

13th Floor

New York, NY 10043

Gentlemen:

In accordance with the terms of the Agreement with you dated July 1, 1997, |
of BWX Technologies, inc., hereby certify that the following events

have occurred:

1. BWX Technologies, Inc., is required to commence the decommissioning of the
licensed activity relating to licenses SNM-42 and SNM-414,

2. The plans and procedures for the commencement and conduct of the
decommissioning have been approved by the United States Nuclear Regulatory
Commission, or is successor, on . A copy of the
approval is attached.

3. The Board of Directors of BWX Technologies, Inc., has adopted the attached
resolution authorizing the commencement of the decommissioning.

BWX Technologies, Inc.

J. J. Stewart
Title: President

Date:



SCHEDULE A

U.S. NUCLEAR REGULATORY COMMISSION LICENSE NUMBER
SNM-42 and SNM-414

NAME AND ADDRESS OF LICENSEE

BWX Technologies, Inc.

2220 Langhorne Road

P. O. Box 10548

Lynchburg, Virginia 24506-0548

ADDRESS OF LICENSED ACTIVITY

Naval Nuciear Fuel Division
P. Q. Box 785
Lynchburgm Virginia 24505 - SNM-42

Pennsylvania Nuclear Services Operation
609 N. Warren Ave.
Apolio, Pennsylvania 15613 - SNM414

COST ESTIMATE FOR REGULATORY ASSURANCES DEMONSTRATED BY THIS
AGREEMENT

SNM-42 - $9,207,000
SNM-414 - $8,000,000




SCHEDULE B

As of the execution date, July 1, 1997, this Standby Trust Agreement does not require
the deposit of any funds.




SCHEDULE C

ESCROW ADMINISTRATION
Acceptance Fee: $500.00
Annual Administration:
Annual (or portion thereof) minimum Escrow Fee $1,000.00
Annual Administration Fee 5 per $1000

(Based on fair market value of assets)



RESOLUTION

RESOLVED, by the Board of Directors of BWX Technologies, inc. (the
"Company"), that the Company has agreed to provide financial assurance to
the United States Nuclear Regulatory Commission with respect to licenses
numbers SNM-42 and SNM-414,

RESOLVED FURTHER that J. J. Stewart be hereby authorized in the
name and on behalf of the Company, to take any and all actions, and to
erecute and deliver any and all agreements, documents and instruments,
relating to the aforesaid matter, including, but not limited to the Standby Trust
Agreement, each such agreement, document and instrument to be in such
form and to contain such terms, provisions, stipulations and conditions as the
said J. J. Stewart shall approve, his approval to be conclusively evidenced by
his execution and delivery thereof.

CERTIFICATE

|, the undersigned, Assistant Secretary of BWX Technologies, Inc., a
corporation duly organized and existing under the laws of the State of
Delaware, do hereby certify that the above and foregoing is a true and correct
copy of certain resolutions adopted by the Board of Directors of said
corporation, pursuant to a consent in lieu of a meeting date i (insert dates),
and that said resolutions have not been vacated or recalled or amended and
remain in full force and effect.

IN WITNESS WHEREOF, | hereurito affix my hand and the seal of said
corporation on thi; (insert dates).

Hobert E. Stumpf
Assistant Secretary



Babcock & Wilcox

a8 McDermott company

April 24, 1997

Citibank, N.A.
120 Wall St
New York, NY 10043

Attention: Marne Ladolcetta
Trust Officer

03043-03, SUB-1259 and SNM-42

Dear Ms. Ladolcetta:

agreement.

Sincerely,

THE BABCOCK & WILCOX COMPANY

Daniel R. Gaubert
Senior Vice President and
Chief Financial Officer

U.S. NUCLEAR REGULATORY COMMISSION

1450 Poydras Street
New Orleans, Louisiana 70112-60%0

P O Box 61038

New Orleans, Louisiana 70161-1038
(504) 587-5700

Fax: (504) 587-6153

Telex: 6821250 JRMAC UW

Reference: Standby Trust Agreement Dated July 24, 1990 between, The Babcock &
Wilcox Company and the U. S§. Nuclear Regulatory Commission Relating
to License Numbers SNM-145;, SNM-414;, SNM-778, SNM-30, BPM-34-

We hereby terminate the above referenced Trust per Section 16 of the referenced
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January 17, 1996

BY CERTIFIED MAIL

Morgan Guaranty Trust Company of New York
Attn: Norma Pane - 36th Floor
60 Wall Street

New York, NY 10260-0060

Re: Standby Trust Agreement by and between The Babcock & Wilcox

Company and Morgan Guaranty Trust Company of New York
dated as of July 24, 1990 (the “Trust”)

Dear Ms. Pane:

Pursuant to Section 12 of the Trust, Citibank hereby accepts the appointment of successor
Trustee under the Trust and assumes administration of the trust effective Friday,
January 26, 1996, Please deliver to my attention at the above address all records,

documents and other properties or funds constituting the Trust Fund no later than Friday,
January 26, 1996.

Thank you,

Yours truly,

Jeﬂgy Zeiler

Assistant Vice President

cc:  United States Nuclear Regulatory Commission (By Centified Mail)
Region |
475 Allendale Road
King of Prussia. Pennsylvania 19405-1415

The Babcock & Wilcox Company (By Certified Mail)
Attn: Robert E. Fulton

1450 Poydras Street

New Orleans, LA 70112



McDermott International, Inc.

1450 Poydras Street
New Orleans, Louisiana 701126050

P. 0. Box 61961

New Orleans, Louisiana 70161-1961
(504) 587-5400

Fax: (504) 5876153

Telex: 6821250 JRMAC uw

Via Federal Express

November 12, 1996

Mr. D K Sgarlata, Manager

Babcock & Wilcox Company
Pennsylvania Nuclear Service Operations
RD. 1, Box 355

Vandergrift, Pennsylvania 15690

Re:  Standby Trust Amendment dated July 29, 1994
Dear Don: ‘

Attached hereto is the original amendment dated July 24, 1994 to the Standby Trust
Agreement dated July 24, 1990 signed by Morgan Guaranty Trust Company.

As discussed, we did not execute an onginal Standby Trust Agreement to maintain in our
files. The original was transmitted to NRC on July 24, 1990 per transmittal letter of J. P,
Exkert (see attached). I have also attached a clean copy of the Standby Trust Agreement
for your records.

Sincerely,

DERMOTT INTER TIONAL, INC

‘ o P e e
Josie L. Ransom,
Senior Treasury Analyst

Artachment(s)



AMENDMENT TO STANDBY TRUST AGREEMENT
DATED JULY 24, 1990

WHEREAS, on July 24, 1990, THE BABCOCK & WILCOX COMPANY, herein
referred to as the "Grantor" and MORGAN GUARANTY TRUST COMPANY OF
NEW YORK, the "Trustee" entered into a STANDBY TRUST AGREEMENT for
the benefit of the U.S. Nuclear Regulatory Comrnission (NRC); and

WHEREAS, the Guarantor has now elected to use Letters of Credit to provide

assurance that funds will be available when needed for required
decommissioning activities:

NOW THEREFORE, the Grantor and the Trustee and the NRC agree to amend

the STANDBY TRUST AGREEMENT, effective as of the 29th day of July, 1994,
as follows: .

1) DELETE from the STANDBY TRUST AGREEMENT the words on page 1:
"Parent Guarantee” wherever they appear and

2) REPLACE with the words "Letter of Credit",

3) Schedule A is REPLAGED in its entirety by the attached Schedule A.

IN WITNESS WHEREOF the parties have caused this Amendment to be
executed by the respective officers duly authorized and the incorporate seais to

be hareto affixed and attested as of the 29 day of July, 1994.

ATTEST: THE BABCOCK & WILCOX COMPANY

By: 5’#@&?)

Senior Vice President and
Chief Financial Officer

NUCLEAR REGULATORY COMMISSION

fut ¢ e

By:
Title:

MORGA_!?’L?JARANTY TRUST OF NEW YORK

y //}(g’e’z@ _J*-/?é—'

By " NORMA R, PANE

Vice President




SCHEDULE A
BABCOCK & WILCOX COMPANY

LICENSEE FACILITY ADDRESS LICENSE § CURRENT COST
ESTIMATE
(000 'S )
The Babcock & Wilcox Pennsylvania Nuclear 609 N. Warren Ave . SNM -145 Complete!
Company Service Operations Apollo, PA 15613
(Apollo)
' Penneylvania Nuclear ' SMM -414 $2,0002
Service Operations
(Parks Township) »
. Lynchburg Service P.O. Box 11165 SNM -778 $5,526
Operations Lynchburg, VA 24506
Laboratory )
» Alliance Ressarch 1562 Beacon Streat SNM -30 $8963
Laboratory Alliance, OH 44601
BPM -34 -
03043-03
SUB -1259°
. Naval Nuclear Fuel P.O. Box 785 SNM -42 $3,306%
Division Lynchburg, VA 2450%
$11,728 TOTAL
1. Decontamination & Decommissioning work is essentially finished .
- 4 Interim estimate. Refer to R. V. Carlson lettar to Elinor Adensam, Dated April 30, 1993,
3. Decommissioning Plan with cost estimate has been submitted to Region Office .
4. Fifty percent of current cost estimats for Research & Test Reactor Fuel Element (RTRFE) portion. Refer to

A.F.Oleen letter te J.W. N. Hickey, dated October 30, 1992.
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0 1990 VIA FEDERAL EXPRESS

July 24, 19%9%0 One White Flint North
11555 Rockville Pike
Rockville, MD 20852

Ma1l Code: 11E22
Organization ID: NRR/OEAB
Mr. €. J. Haughney, Chiet
Fuel Cycle safety Branch Phone: (301) 492-3119
Division of Industrial and Medical
Nuclear Bafety, NMSS
U. 8. Nuclear Regulatory Commission
Washington, D.cC. 20555

Dear Mr. Haughney:

In compliance with the Nuclear Regulatory
Commission's (NRC) financial assurarnce regulations under
10 CFR Part 30, 40, and 70 as applicadle, with respect to
the licenses of the Babcock & Wilcox Company (B&W), I am
attaching the following documents:

8 Letter from the President & Chief Executive
Officer.

2. Letter from the Executive Vice President and
Chief Fipancial Officer.

3. Attachment I;listing of B&W licensees.

& Attachment I-A; the certification of financial
assurance.

S. Financial test - Alternative I.

6. huditer's special report and reconciliation.
7. Parent Company guarantee.

8. Standdy Trust Agreements

9. Acknowledgement,

BEW's only other license affected by the financial
assurance regulations is the SNM license of EsW's Naval
Nuclear Fuel Division (NNFD), SKNM-42. In separate
correspondence to you dated May 23, 1990 and July 13, 1890,
the NNFD's licensing officer, A. E. Olsen, has submitted
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an application and other Suppoerting documentation for an
anendment teo their license, to satisfy NNFD's obligation
to provide financial Assurance. This form ©f assurance is
Tépresented by a contract clause entitled "Doconmissioninq
Expenses" which has been included in NNFD's contracts,
©.9., Contract No. DE-AC11-90PN 38187 with the vy, 8.
Department of Energy's (DoOE) Pittsburgh Naval Reactors
Office, and defines the means by which DOE will bpe
ITesponsible for NKNFD's dccomniaaioning costs. oOther NNFD
subcontracts for the manufacture of research reactor fuel
also provide funding assurance for decommissioning costs,

We believe the attached documentation ana license
amendment application described above fulfills the present
financial assurance requirements for The Babcock & Wilcox
Company. 1f You require other information, pPlease advise.

Very truly yours,

+::>

v\ P. Eckert

td
Attachments

L)

(53]



NenslQlia, v A
120 Wall Streer
13th Floor
New York, NY
10043

January 17, 1996

BY CERTIFIED MAIL

Morgan Guaranty Trust Company of New York
Attn: Norma Pane - 36th Floor

60 Wall Street

New York, NY 10260-0060

Re: Standby Trust Agreement by and between The Babcock & Wilcox
Company and Morgan Guaranty Trust Company of New York
dated as of July 24, 1990 (the “Trust”)

Dear Ms. Pane:

Pursuant to Section 12 of the Trust, Citibank hereby accepts the appointment of successor
Trustee under the Trust and assumes administration of the trust effective Friday,
January 26, 1996. Please™ deliver to my attention at the above address all records,

documents and other properties or funds constituting the Trust Fund no later than Friday,
January 26, 1996.

Thank you.

Yours truly,

Jcﬂgy Zeiler

Assistant Vice President

cc:  United States Nuclear Regulatory Commission (By Certified Mail)
Region 1
475 Allendale Road
King of Prussia, Pennsylvania 19405-1415

The Babcock & Wilcox Company (By Certified Mail)
Attn: Robert E. Fuiton

1450 Poydras Street

New Orleans, LA 70112
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WHEREAS, the U.S. Nuclear Regulatory Commission (NRC), an agency of the Us.
Government, pursuant to the Atomic Energy Act of 1974, has promulgated regulations in Title
10, Chapter | of the Code of Federal Regulations, Part (30, 40, or 70]. These regulations,
applicable to the Grantor, require that a holder of, or an applicant for, a Pant 30, 40, and 70

license provide assurance that tunds will be available when needed for required
decommissaoning activities.

WHEREAS, the Grantor has elected to use a Parent Guarzntee 1o provide all of such financial
assurance for the facilities identified herein; ang
WHEREAS, when Payment is made under a Parent G

uarantee, this stancby trust shall be used
for the receipt of such payment; and

WHEREAS, the Grantor, acting through its duly authorized officers,

has selectzd the Trustee
o be the trustee undcer this Agreernent, and the Trustee i3 willing to

act as trustee,
NOW, THEREFORE, the Grantor and the Trustee agree as follows:

tion 1. firiti . As used in this A reement.
i}

(@8) The term “Grantor" means the NRC licensee who enters into this Agreement gnd any
Successors or assigns of the Grantor.

(B)  Theterm "Trustee" means the trustee who enters into th

is Agreement ang any successor
Trustee.

i - Losts of Decommissioning.  This Agreement pertains to the costs of
decommissioning the materials and activities IGentified in Schedule A

on 3. Estabiishment of Fund. The grantor and the Trustee hereby establish a standby
trust fund (the Fund) for the benefit of the NRC. The Grantor and the Trustee intend thas ne
third party have access 1o the Fund except as provided herein



Section 4. Payment nstituting the F l. Payments made to the T
consist of cash and Eligibie Securities. The Fund is established initj

| , less any payments or
distributions made by the Trustee pursuant to this Agreement. The Fund shall be heid by tne

o not be responsible nor shall jt
undertake any responsibility for the amount of, or adequacy cf the Fund, nor any duty to collect
from the Grantor, any payments necessary to discharge any liabiities of the Grantor establisheg

&gtign S. Payment for R ired Activiti died in the Plan

The Trustee shall Make
payments from the Fynd to the Grantor Upon presentation to the Tr

ustee of the following:

a A certiiicate culy executed by the Secretary of the Grantor at
OcCcurrence of the events, and in the form set forth in the attach
Ceniﬁcate, anc

esting to the
ed Specimen

b. A certificate executed by the Grantor anesting tc the following conditions:

(1) that decommissioraing 'S proceeding pursuant to an NRC-zpproved plan.

(2)  thatthe funds withcrawn wiil be expenced for activities Undertaken pursuant
to that Plan, and

‘e

(3)  thatthe NRC has been given 30 cays’ prior notice of The Babcock & Wilcox
Company’s intent to withdraw funds from the escrow fundg.

NO withdrawal from the fund can exceed 10% percent of the outstanding balance’ef the Fu;_d:)

or $10,000,000 dollars, whichever is greater‘}. uniess NRC approval s attached, -

— = )
In the event of the Grantor's default or inability to girect decommissionmg activities, the Trustee
shall make payments from the Fund as the NRC shall direct, in Writing, to provide for the
Ppayment of the costs of required activities covered Dy this Agreement. The Trustee shall
reimburse the Grantor Or Other persons eas specified by the NRC from the Fund for
expenditures for required activities in such amounts as the NRC shall direct in writing. In
addition, the Trustee shall refund to the Grentor such amounts as the NRC specifies in writing.
Upon refund, such funds shall no longer constitute part of the Fund as defined herein.

Section B JTrust Mansgement. The Trustee shall invest and reinvest the principal ang income

of the Fund ang keep the Fund invested as a single fund, without distinction between principal

and income, in accordance with instructions from the Grantor which the Grantor may
communicate in writing to the Trustee from time to time; except that:




(8) Securities or other obligations of the Grantor, or any ot

facilities, or any of their a¥iiates as defined in the Investment Company
amended (15 U.S.C. 80A-2(2)), shall not be acquired or held

(b)  The Trustee is authorizsd to invest the fund in Eligible Securities
Eiigible Securities shall be Securities or other obligations of the Federal
GNMA, FNMA. and FHLM bonds and certificates or State an
BB8 or higher by Standard & Poor's or Baa or

Government. i.é.,

G Municipal bonds rateg
higher by Moody’s Investment Services.

Section 7. r Powers of Tr . Without in any way limitin
conterred upon the Trustee Dy the other provisions of this Agree
is expressly authorized and empowered:

g the powers and discretion
ment or by law, the Trustee

(@) To sell exchange, convey, transfer, or otherwise Gispose of any Property held by it, by

public or private sale, as necessary to allow duly authorized withdrawals Or 1o reinvest
i Eligible Securities at the direction of the Grantor.

(®) To make, execute, acknowledge, and celiver any and all documents of trans!

conveyance and any and all other iNstruments that may be necessary or approp
carry out the powers herein granted;

er andg
riate to

() To register any securities held in the Fund in the name of the Grantor, and to hoig any

S and funds trom
forms concerning
ment agencies, or

matured and redeeméd instruments in Eligible Securities, to file proper
securities held in the fund in a timely fashion with appropriate govern
to ceposit or arrange for the deposit of such securities in 2 qualified central depository,
Or 10 deposit or arrange for the deposit of any securities issued by the U S. Government,
Or any agency or instrumentality thereof, with 2 Federal Reserve Bank in book entry

form, but the books and records of the Trustee shall at all times show that all such
securities are part of the fund.

(@) To compromise or otherwise adjust all claims in favor of Or against the Fund.

Section 8. Imugg_gw Al taxes of any kind that may be assessed cr levied against

or in respect of the Fund and all brokerage commissions incurred by the Fund shail be paid
from the Fund, All Other expenses incurred Dy the Trustee in connection with the administration
of this Trust, including fees for legal services rendered to the Trustee, the compensation of the
Trustee to the éxtent not paid directly by the Grantor, and a|l other proper Charges and
disbursements of the Trustee shall be paid from the Fund.

Section 9. Annyal Valuation. After pPayment has been made into this stangb
Trustee shall annually, at least 30 days before the anniversary date of receipt
the standby trust fund, furnish to the Grantor a2nd to the NRC a staternent conf

Y trust fund, the
of payment ints
irming the valus

G



. barring the
Grantor from asserting any claim or liability against the Trustee with respect 10 the matters
disciosed in the stater.ent.

Section 10. Advice of Counsel. The Trustee may from time to tim

may be counsel to the Grantor, with respect to any question arising as to the construction of
this Agreement or any action to be taken hereunder. The Trustee shall be fully protected, 1o
the extent permitted By law, in acting on the advice of counsel.

Section 11. Trustee Compensation. The Trustes shall be entitied 10 reasonable compensation

for its services as agreed upon in writing from time to time with the Grantor.

e consult with counsel, who

Section 12. Successor Trustee Upon 90 days notice to the NRC, the Trustee may resign;
upon 80 days notice to NRC and the Trustee, the Grantor may repiace the Trustee;
resignation or replacement shall not be effective until the Granto ‘

Trustee and this successor accepts the appointment. The successor Trustee shall have the
Same powers and duties as those conferred upon the Trustee hereunder. Upon the successor
Trustee's acceptance of the appointment, the Trustee shall assign, transfer, and pay over to
the successor Trustee the funds and properties then constituting the Fund. If for any reason
the Grantor cannot or does rot act in the event of the resignation of the Trustee. the Trustee
may apply t0 a court of competent jurisdiction for the appointment of a successor Trustee or
for instructions. The sutcessor Trustee shall specify the date on which it assumes
administration of the trust in a writing sent to the Grantor, the NRC, and the present Trustee
by certified mail 10 days before such change becomes effective. Any expenses incurred by

the Trustee as a result of any cf the acts contemplated Dy this section shall be paid as
provided in Section 8.

Section 13. Instryctions 10 the Tri ;stee. All orders, requests, and instructions Dy the Grantor
to the Trustee shall be in writing, signed by such persons as are signatories to this agreement
Or such other designees as the Grantor may designate in writing. The Trustee shall be fully
protected in acting withcut inguiry in accordance with the Grantor's orders. requests, and
instructions. If the NRC issues orders, reques:s, or Instructions to the Trustee, these shall be
in writing, signed by the NRC or their cesignees, and the Trustee shall act and shgll be fully
protected in acting in accordance with such orcers, requests, and iINstructions. The Trustse

shall have the right to assume, in the absence of written notice to the contrary, that no event

constituting a change or a termination of the authcrity of any person to act on behalf of the
Grantor or the NRC hereunder has occurred. The Trustee shall have no duty to act in tre

gbsence of such orders, requests, and instruction from the Grantor and/or the NRC except as
provided for herein.

&
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Section 14. émgnmgng of Agreement. This Agreement Mmay be amended by an iNstrument

in writing executed by the Grantor, the Trustee and the NRC or by the Trustee and the NRC
or State Agency, if the Grantor ceases to exist

or by the Trustee and the NRC cor State agency, if the Grantor ceases to exist,

termination of the trust, all remaining tryst Property, less final trust administration expe

nses,
shall be delivered to the Grantor or its successor.

Section 18. Immuni nd Indemnification. The Trustee shall not incur Personal liability of any
nature in coninection with any act or omission, made in good faith, in the administration of this
trust, orin carrying out any directions Dy the Grantor or the NRC issued in accorcance with this
Agreement. The Trustee shall be indemnified and saved harmiess by the Grantor or from the
trust fund, or both, from and against any personal liability to which the Trustee may be
subjected by reason of @ny act or conduct in its official capacity, inCiuding all expenses
reasonably incurred in its defense in the event the Grantor fails to Provide such defense.

Section 17. This Agreement shall be acministered, construed, and enforced according to the
laws of the State of New York.

Section 18. Irterpretation ang Severability. As used in this Agreement, words in the singular
include the piural and words in the plural iInclude the singular. The descriptive headings for
each section of this Agreément shall not affect the interpretation or the legal efficacy of this

Agreement. 1 any part of this agreement is invalid, it shall not affect the remaining provisions
which will remain valig and enforceable,



P.14-18
i

is Agreement to be executed by the
respective officers duly authorized and the incorporate seals to be hereto atfixeg and attesteq
a@s of the date first written above.
ATTEST: THE BABCOCK & WILCOX COMPANY
Kigeny « ml,; ’/ z -
Rsyr Sée . Y
ATTEST: MORGAN GUARANTY TRUST OF NEW YORK
wﬁ--'u.;z. - gictaa A
r /‘ y
| ‘ /’:/M///A;J. n
PATRALIA P, Lwiitg By: | M.J. uuye(‘\
[Tiﬂe] Ass s Ty ..r('(_ refn r7 Title: Vice Preesident
[Seal]
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ACEKNOWLEDGEMENT

STATE OF NEW YORK
CITY OF NEW YORK

On this 19%th day of July, befcre me, a notary public in
and for the City and State aforesaid, personally
appeared Marlene Fahey and she did depose and say that
she is a Vice President of Morgan Guaranty Trust
Company of New York, a New York State banking
associa“ion, Trustee, which executed the above
instrument, that she knows the seal of said
association; that the seal affixed to such instrument
is such corporate seal; that it was so affixed by

order of the association; and that she signed her
name thereto by like order.

[Signature o; notary public]

BIMONE G. VINOCOUR
NOTARY PUBLIC, State of New York
My Commission Expires: No. 314938491

Certificate Filed in New York County
Commission Expires November 7, 1990



LICENSEE

The Babcock & Wilcox
Ca.

FACILI

Pennsylvania Nuclear
Service Operations

(Apollo)

Pennsylvania Nucleur -

Service Operations
(Parks Township}

Naval Nuclear Fuel
Olvision Research
Labaratary

Ailiance Research
Laboratory

SCHEDULE A

STANDBY TRUST
BABCOCK & WILCOX INVESTMENT COMPANY

ADDRESS

609 N. Warren Ave,
Apcilc, PA 15613

609 N. Warren Avea.
Apollo, PA 15613

P.O.Box 11165
Lynchburg, VA 24576

1562 Beacon Street
Alliance, OH 44601

LICE ER

SNM-145

SNM-414

SNM-778

SNM-30
BPM-34-02043-03
SUB-1259

1. The Alliance Research Laboratory is submiiting the specified Decommissioning Fund’ng Plan

CERTIFIED

AMOUNT
(000°S)

$ 750

$ 750

$ 750

CURRENT COST
(000°5)

$ 6551

WEIAN WE12: 1

1
& WS IS

3191 g



FEDERAL EXPRESS TRANSMITTAL

KEY VALUE:
DATE: NOVEMBER 12, 1996
TO: MAIL ROOM
FROM: JOSIE L. RANSOM
TREASURY - 25
EXT. 6063

PLEASE FORWARD VIA FEDERAL EXPRESS As FOLLOWS:

NAME: MR. D. SGARLATA

COMPANY: ___ BABCOCK & WILCOX COMPANY

ADDRESS: -____PENNSYLVANIA NUCLEAR SERVICE OPERATIONS
R.D. 1, BOX 355

VANDERGRIFT, PENNSYLVANIA

COST CENTER: 730

THANK YOU



Scotiabank

The Benk of Nevs Scotia
Atlants Agency

Suite 2700

600 Peachtree St N.E

DPDRAFT Atiante, Georgla 30308

(404) 877-1500
Fax:' (404) BBB-0858

.S. Nuclear Regulatory Commission
hington, DC 20555
ear Sir or Madam:

In accordance with instructions received from our client, we hereby amend our
tter of Credit No. L152573 established in your favor as follows:

The first paragraph of Letter of Credit now reads: “We hereby establish our
evocable Standby Letter of Credit No. L 152573 in your favor, at the request and for the
unt of BWX Technoiogies, inc. ("BWX"), 1450 Poydras Street, New Orleans, LA.",

stead of as previously advised.
All references to B&W shouid read BWX.

Ali other terms and conditions remain unchanged.

Yours very truly,

Authorized Signature

1R
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? Scotiabank

The Bank of Nova Scotls
Atlanta Agency

Suite 2700

600 Peachtree St N.E.
Atlanta, Georgla 30308

(404) 877-1500
Fax: (404) B88-8598

IRREVOCABLE STANDBY LETTER OF CREDIT NO. L152573

This Credit expires August 15, 1995

Issued To: U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

Dear Sir or Madam:

We hereby establish our Irrevocable Standby Letter of Credit No. L152573 in your favor, at
the request and for the account of The Babcock & Wilcox Company ("B&W"), 1450 Poydras
Street, New Orleans, LA 70125, up to the aggregate amount of Three Million Three Hundred
Six Thousand United States Doliars (U.S. Dollars 3,306,000) available upon presentation of:

(1) your sight draft, bearing reference to this Letter of Credit No. 152573, and

(2) your signed statement reading as follows: *{ certify that the amount of the draft is
payable pursuant to regulations issued under authority of the U.S. Nuclear
Reguilatory Commission relating to B&W's License No. SNM-42.

This letter of credit is issued in accordance with regulations issued under the authority of the
U.S. 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
Tne NRC has promulgated regulations in Title 10, Chapter 1 of the Code of Federal
Regulations, Part (30, 40, or 70), which require that a holder of, or an applicant for, a license
issued under 10 CFR Parts (30, 40, or 70) provide assurance that funds will be available
when needed for decommissioning.

expiration date, we notify both you and B&W; as shown on the signed return receipts. If
B&W is unable to secure alternative financial assurance to replace this letter of credit within
30 days of notification of cancellation, the NRC may draw upon the full value of this letter of
credit prior to canceliation. The bank shall give immediate notice to the applicant and the
"NRC" of any notice received or action filed alleging (1) the insolvency or bankruptey of the
financial institution, or (2) any violations of reguiatory requirements that could result in
suspension or revocation of the bank's charter or license to do business. The financial
institution also shall give immediate notice if the bank, for any reason, becomes unable to



fulfill its obligation under the letter of credit.

Whenever this letter of credit is drawn on under and in compliance with the terms of this letter
of credit, we shall duly honor such (iraft upon its presentation to us within 30 days, and we
shall deposit the amount of the iraft directly into the standby trust fund of B&W in
accordance with your instructions.

Each draft must bear on its face the clause: *Drawn under Letter of Credit No. 152573, dated
July 28, 1994, and the total of this draft and all other drafts previously drawn under this letter
of credit does not exceed U.S. dollars 3,306,000 (U.S. Dollars Three Million Three Hundred
Six Thousand)."

77

tellawnd,
A. 8. Norsworthy

F. C. H. Ashby
Senior Manager - Loan Operatiohs Assistant Agent
July 19, 1994 July 19, 1994

This credit is subject to the Uniform Customs and Practice for Documentary Credits, 1993
Revision, International Chamber of Commerce Publication No. 500.



" ? Scotiabank

The Bank of Nova Scotie
Atlanta Agency

Suite 2700

600 Peachtree St., N.E.
Atlanta, Georgia 30308

(4C4) 877-1500
Fax: (404) 888-8998

April 17, 1895

BENEFICIARY
U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

APPLICANT

The Babcock & Wilcox Company
1450 Poydras Street

New Orleans, 70112

Dear Sir or Madam:

RE: Letter of Credit No.L152573 dated July 29, 1994 for $3,306,000.00
The above mentioned credit has been amended as follows:

1. All references to the Letter of Credit Number in paragraph 1 and 5 are to read
L152573.
2. In line 4 of the third paragraph following *we notify both you and B&W" and

immediate!y proceeding “as shown on the signed return receipts* we have inserted
"Dy certifie.! mail". It now reads *we notify both you and B&W by certified mail, as
shown on the signed return receipts.

All other terms and conditions remain unchanged.

/,V%f‘»/”é e NS Ci.s.ﬂww‘é:

. C.H. Bushey A 8. Norsworthy
Team Leader Sr. Team Leader
DE LEGISTA
SR LOAN OPERATIONS OFFICER

LR LR i \C NOLC D LT



E Scotiabank

The Bank of Nova Seotle

Atianta Agency

Sulte 2700

600 Peachtree St N.E
DRAFT Atianta, Georgia 30308

(404) E77-1500
Fax: (404) 8668-89%8

S Nuclear Regulatory Commission
ashingten, DC 20555
r Sir or Madam.

In accordance with instructions received from our client, we hereby amend our
tter of Credit No. L152572 established in your favor as foliows:

The first paragraph of Letter of Credit now reads: “We hereby establish our
ocable Standby Letter of Credit No. L152572 in your favor, at the request and for the
nt of BWX Technologies, Inc. ("BWX"), 1450 Poydras Street, New Orleans, LA.",
tead of as previously advised.

All references to B&W should read BWX. All references to “license SNM-778"
ould read “license SNM-42".

All other terms and conditions remain unchanged.

Yours very truly,

Authorized Signature

\Dubwih8704 18 14
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ﬁ Scotiabank

The Bank of Nova Scotis
Atlanta Agency

Sulte 2700

600 Peachtree $t., N £
Atlanta, Georgia 30308

(404) 8771500
Fax: (404) 888-8998

IRREVOCABLE STANDBY LETTER OF CREDIT NO. L152572

This Credit expires August 15, 1995

Issued Tu: U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

Dear Sir or Madam:

We hereby establish our Irrevocable Standby Letter of Credit No. L152572 in your tavor, at
the request and for the account of The Babcock & Wilcox Company ("B&W"), 1450 Poydras
Street, New Orleans, LA 70125, up to the aggregate amount of Five Million Five Hundred
Twenty Six Thousand U.S. Dollars (U.S. dollars 5,526,000) available upon presentatior: of:

(1) your sight draft, bearing reference to this Letter of Credit No‘.‘152572, and

(2) your signed statement reading as follows: *| certify that the amount of the dratt is
payable pursuant to regulations issued under authority of the U.S. Nuclear
Regulatory Commission relating to B&W's License No. SNM778.

to the Atomic Energy Act of 1954, as amended, and the Energy Reorganization Act of 1974.
The NRC has promuigated regulations in Title 10, Chapter 1 of the Code of Federal
Reguilations, Part (30, 40, or 70), which require that a holder of, or an applicant for, a license
issued under 10 CFR Parts (30, 40, or 70) provide assurance that funds will be available
when needed for decommissioning. by e hhed mail

such expiration date shall be automatically extended for a period of one (1) year on August
15, 1995, and on each successive expiration date/ unless, at least 90 days before the current
expiration date, we notify both you and B&W, as shown on the signed return receipts. If
B&W is unable to secure alternative financial assurance tc replace this letter of credit within
30 days of notification of canceilation, the NRC may draw upon the full value of this letter of
credit prior to cancellation. The bank shall give immediate notice to the applicant and the
“NRC" of any notice received nr action filed alleging (1) the insolvency or bankruptcy of the
financial institution, or (2) any violations of regulatory requirements that could result in
suspension or revocation of the bank’s charter or license to do business. The financial
institution also shall give immediate notice if the bank, for any reason, becomes unable to

/
This letter of credit is effective as of July 29, 19;;:nd shall expire on August 15, 1988, but



fulfill its obligation under the letter of credit.

Whenever this letter of credit is drawn on under and in compliance with the terms of this letter
of credit, we shall duly honor such draft upon its presentation to us within 30 days, and we
shall deposit the amount of the draft directly into the standby trust fund of B&W in
accordance with your instructions.

Each draft must bear on its face the clause: "Drawn under Letter of Credit NoZ1 52572, dated
July 28, 1984, and the totz! of this draft and all other drafts previously drawn under this letter
of credit does not exceed U.S. dollars 5,526,000 (Five Milion Five Hundred Twenty Six
Thousand and 0C/100 United States Dollars)."

,4i:b

F. C. H. Ashby
Senior Manager - Loan Operations
July 19, 1994

A. S. Norsworthy
Assistant Agent
July 18, 1894

This credit is subject to the Uniform Customs and Practice for Documentary Credits, 1993
Revision, International Chamber of Commerce Publication No. S00.



? Scotiabank

The Bank of Nova Scoti
Atlanta Agency

Suite 2700

600 Peachtree St., N.E.
Atlanta, Georgla 30308

(404) 877-1500
Fax: (404) 888-8908

April 17, 1995

BENEFICIARY
U.S. Nuclear Regulatory Commission

Washington, D.C. 20555
APPLICANT
The Babcock & Wilcox Company
1450 Poydras Street
New Crleans, 70112
Dear Sir or Madam:
RE: Letter of Credit No.L152572 dated July 29, 1994 for $5,526,000.00

The above mentioned credit has been amended as follows:

1. All references to the Letter of Credit Number in paragraph 1 and 5 are to read
L152572.
2. In line 4 of the third paragraph following *we notify both you and B&W" and

immediately proceeding “as shown on the signed return receipts” we have inserted
“by certified mail*. %t now reads "we notify both you and B&W by certified mail, as
shown on the signed retu'n receipts.

All other terms and conditions remiin unchanged.

“Pr3
/ﬁ{ é‘/ as @ .SW
- C.H. Bushey A.S. Norsworthy

Team Leader Sr. Team Leader

DE LEGISTA
SR LOAN OPERATIONS OFFICER

VLD A . ) LT




Scotiabank

The Bank of Nova Scotla
Atlanta Agency

Suite 2700

800 Peachtree St N.E.
Atlanta, Georgla 30308

DRAFT

(404) B77-1800
Fax: (404) 688-8298

.S. Nuclear Regulatory Commission
ashington, DC 20555

r Sir or Madam:

in accordance with instructions received from our client, we hereby amend our
of Credit No. L152574 established in your favor as follows:

The first paragraph of Letter of Credit now reads: “We hereby establish our
revocable Standby Letter of Credit No. L152574 in your favor, at the request and for the
ccount of BWX Technologies, Inc. (“BWX"), 1450 Poydras Street, New Orleans, LA,
ad of as previously advised.

All references to B&W should read BWX.

All other terms and conditions remain unchanged.

Yours very truly,

Authorized Signature

\Dabwil 704 18 102
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.’a Scotiabank

The Bar« of Nova Scotla
Atlanta Agency

Suite 2700

600 Peachtree St., N.E.
Atlanta, Georgla 30308

(404) 877-1500
Fax: (404) 888-899g

April 17, 1995

BENEFICIARY
U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

APPLICANT

The Babcock & Wilcox Company
1450 Poydras Street

New Orleans, 70112

Dear Sir or Madam:

RE: Letter of Credit No.L152574 dated July 28, 1994 for $2,000,000.00

The above mentioned credit has been amended as follows:

1. All references to the Letter of Credit Number in paragraph 1 and 5 are to read
L152574.
2. In line 4 of the third paragraph following *we notify both you and B&W" and

immediately proceeding “as shown on the signed return receipts” we have inserted
"Dy certified mail*. It now reads "we notify both you and B&W by certified mail, as
shown on the signed return receipts.

All other terms and conditions remain unchanged.

,‘%Kéﬁ o WR{G.S.ﬁww/rg

f- C.H. Bushey A.S. Norsworthy
Team Leader Sr. Team Leader
D.E LEGISTA
SR LOAN OPERATIONS OFFICER

VARLDE S e ST



g Scotiabank

The Bank of Novs Scotia
Atlanta Agency

Suite 2700

600 Peachtroe S! NE.
Atlanta, Georgla 30308

(404) 877-1500
Fax: (404) 88B-8998

IRREVOCABLE STANDBY LETTER OF CREDIT NO. L152574

This Credit expires August 15, 1995

Issued To: U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

Dear Sir or Madam:

We hereby establish our Irrevocable Standby Letter of Credit No. L152574 in your favor, at
the request and for the account of The Babcock & Wilcox Company ("B&W"), 1450 Poydras
Street, New Orleans, LA 70125, up to the aggregate amount of Two Million U.S. Dollars (U.s.
dollars 2,000,000) available upon presentation of:

(1) your sight draft, bearing reference to this Letter of Credit No. 152574, and

(2) your signed statement reading as follows: *| certify that the amount of the craft is
payable pursuant to reguiations issued under authority of the U.S. Nuclear
Regulatory Commission relating to B&W's License No. SNM-414.

This letter of credit is issued in accordance with regulations issued under the authority of the
U.S. Nuclear Regulatory Commission (NRC), an agency of the U.S. Government, pursuant
to the Atomic Energy Act of 1854, as amended, and the Energy Reorganization Act of 1974,
The NRC has promulgated regulations in Title 10, Chapter 1 of the Code of Federal
Regulations, Part (30, 40, or 70), which require that a holder of, or an applicant for, a license
issued under 10 CFR Parts (30, 40, or 70) provide assurance that funds will be available
when needed for decommissioning.

This letter of credit is effective as of July 29, 1992 and shall expire on August 15, 1995, but
such expiration date shall be automatically extended for a period of one (1) year on August
15, 1995, and on each successive expiration date, unless, at least 90 days before the current
expiration date, we notify both you and B&W, as shown on the signed return receipts. If
B&W is unable to secure alternative financial assurance to replace this letter of credit within
30 days of notification of canceliation, the NRC may draw upon the full value of this letter of
credit prior to cancellation. The bank shall give immediate notice to the applicant and the
"NRC" of any notice received or action filed alleging (1) the insolvency or bankruptcy of the
financial institution, or (2) any violations of regulatory requirements that could result in
suspension or revocation of the bank’s charter or license to do business. The financial
institution also shall give immediate notice if the bank, for any reason, becomes unable to



fulfill its obligation under the letter of credit.

Whenever this letter of credit is drawn on under and in compliance with the terms of this letter
of credit, we shall duly honor such draft upon its presentation to us within 30 days, and we

shall deposit the amount of the draft directly into the standby trust fund of B&W in
accordance with your instructions.

Each draft must bear on its face the clause: "Drawn under Letter of Credit No. 152574, dated
July 28, 1984, and the total of this draft and all other drafts previously drawn under this letter

of credit does not exceed U.S. dollars 2,000,000 (Two Million and 00/100 United States
Dollars)."

e (5 4

_ Laas 4.SY)
F. C. H. AsPuy A. S. Norsworthy
Senior Manager - Loan Operations Assistant Agent

July 18, 1994 July 18, 1894

This credit is subject to the Uniform Customs and Practice for Documentary Credits, 1993
Revision, International Chamber of Commerce Publication No. 50¢.
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m‘gn'mm' SPEC, Agsti 14,1997
k. OE 197149857 Our Credtit No. $-868003
e f Eftective: July 1, 1997

U.S. Nuclcar Regulatory Commission
Wasbingwon, DC 20555

Dear Sir or Madam:
hmmwmmnwdm.nh-wym"mdwt
No. S-8(¢ 8003 cstablished in your favor as follows:

mmm&wacmnmm-%wmwwm
dem.mhmﬁm,nﬂnmndhmmﬁ BWX Technologies,
Inc. CBWX™), 1450 Poydras Street, New Orleans, LA *, instead of as previously advised

All references to B&W should read BWX.

All other terms and conditions remain unchanged.

Yours very truly,

Authorized Signature
Latter of Credit Services
(302) 634-1851

q su ooy B6600Y

swosidiary of
. Morgan & Co.
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IRREVOCABLE STANDBY LETTER OF CREDIT NO. 5-868003

This Credit expires August 15, 1997

issued to: U.S. Nuclear Regulatory Commission
Washington, DC 20555
Dear Sir or Madam:

We hereby establish our lrrevocable Stndby Letter of Credit No. £ 868002 in your favor, ot the request
and for the account of The Babcock & Wilcox Company (“B&W™), 1450 Poydras Street, New Orleans, LA
70125, up to the aggregate amount of Six Million U.S. Dollars (U.S. Dollars 6,000,000) available upon
precentation of:

¢} your sighit draft, bearing reference to this Letter of Credit No. $-868003 and

@) your signed statement reading as follows: “I certify that the amount of the draft is payable
pursuant to regulations .sued under authority of the U.S. Nuclear Regulatory Commission
relating to B&W's License No. SNM414.7

This letter of credit is issued in accordance with regulations issued under the suttority of the U.S. Nuclear

Regulatory Commission (NRC), an agency of the U.S. Government, pursuant to the Atomic Energy Act of
1954, as smended, and the Energy Reorganization Act of 1974. The NRC has promulgated regulations in

Titie 10, Chapter | of the Code of Federal Regulations, Part (30, 40, or 70), which require that & holder of,
or an applicant for, a license issued under 10 CFR Party (30, 40, or 70) provide asswrance that funds will be
available when needed for decommissionig.

This letter of Credit is effective immeciua=ly and shall expire on August 15, 1997, but such expiration date
shall be automatically extended for a period of ane (1) year on August 15, 1997, and on each successive
expirstion date, unless, at lesst 9C days before the current expiration date, we norify both you and BEW by
certified mail, as shown on the signed return receipts, that we elect not to renew this credit for any
sdditionsl period. if B&W is unable to secure alternative financial assurance 1 replace this letter of credit
within 30 days of notification of cancellation, the NRC may draw upon the full value of this letter of credit
prior to cancellation. The bank sball give immediate notice to the applicant and the “NRC” of any notice
received or action filed alleging (1) the msolvency or bankrupecy of the financial institution, or (2) any
violations of regulatory requirements that could result in suspension or revocation of the bank's charter of
license to do business. The financial institution also shall give immediate potice if the bank, for any
reason, becomes unabie to fulfill its obligation under the letter of credit.

Whenever this letter of credit is drawn on under and in compliance with the terms of this letter of credit, we
shall duly bonar such draft upon its presentation to us within 30 days, and we shall deposit the amouwnt of
the dreft directly into the standby trust fund or B&W in accordance with your instructions. Each draft must
bear on its face the clause “Drawn under Letter of Credit No. S-868003 dated December 18, 1996, and the
total of this draft and all other drafts previously deawn under this letter of credit does not exceed U S.
Dollars 6,000,000.00 (Six Million and 00/100 United States Dollars).”

This credit is subject to the Uniform Customs and Practice for Documentary Credits, 1993 Revision,
International Chamber of Commerce Publication No. 500.

. Morgas & Co.
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Yours very truly,

Conett, Hth

Authorized Signsture
Letter of Credit Services
(302) 634-1830
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STANDBY TRUST AGREEMENT

TRUST AGREEMENT, the Agreement entered into as of July 1, 1997 by and between
McDermott Technology, Inc., a Delaware corporation, herein referred to as the "Grantor”,
and Citibank, N.A., 120 Wall Street, 13th Floor, New York, NY 10043, the *Trustee".

WHEREAS, the U.S. 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, has promulgated regulations in Title 10, Chapter | of the
Code of Federal Regulations, Part 70. These regulations, applicable to the Grantor,
require that a holder of, or an applicant for a Part 70 license provide assurance that funds
will be available when needed for required decommissioning activities.

WHEREAS, the Grantor has elected to use a letter of credit to provide financial
assurance for the facilities identified herein; and

WHEREAS, when payment is made under a letter of credit, this standty trust shall be
used for the receipt of such payment; and

WHEREAS, the Grantor, acting through its duly authorized officers, has selected the
Trustee to be the trustee under this Agreement and the trustee is willing to act as trustee,

NOW, THEREFORE, the Grantor and the Trustee agree as follows:

Section 1. Definitions. As used in this Agreement:

(a) The term “Grantor* means the NRC licensee who enters into this Agreement and
any successors or assigns of the Grantor.

(B) The term "Trustee” means the trustee who enters into this Agreement and any
successor Trustee.

Section 2. Costs of Decommissioning.

This Agreement pertains to the cost of decommissioning the materials and activities
identified in License Number BPM--34-03043 and SUB-1259 issued pursuant to 10 CRF
Part 70 as shown in Schedule A.

Section 3. Establishment of Fund.

The Grantor and the Trustee hereby establish a standby trust fund (the Fund) for the
benefit of the NRC. The Grantor and the Trustee intend that no third party have access
to the Fund except as provided herein.
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Section 4. Payments Constituting the Fund.

Payments made to the Trustee for the Fund shall consist of cash, securities, or other
liquid assets acceptable to the Trustee. The Fund is established initially as consisting of
the property, which is accepiable to the Trustee, described in Schedule B attached
hereto. Such property and any other property subsequently transferred to the Trustee are
referred to as the "Fund", together with all earnings and profits thereon, less any
payments or distributions made by the Trustee pursuant to this Agreement. The Fund
shall be held by the Trustee, IN TRUST, as hereinafter provided. The Trustee shall not
be responsible nor shall it undertake any responsibility for the amount of, or adequacy of
the Fund, nor any duty to collect from the Grantor any payments necessary to discharge
any liabilities of the Grantor established by the NRC.

Section 5. Payment for Required Activities Specified in the Plan.
The Trustee shall make payments from the Fund to the Grantor upon presentation to the
Trustee of the following:

a. A certificate duly executed by an authorized representative of the Grantor attesting
to the occurrence of the events, and in the form set forth in the attached Specimen
certificate, and

b. A certificate duly executed by an authorized representative of the Grantor attesting
to the following conditions:

1. that decommissioning is proceeding pursuant to an NRC approved plan,

2. that the funds withdrawn will be expended for activities undertaken
pursuant to that Plan, and

3. that the NRC has been given 30 days prior notice of Grantor's intent to
withdraw funds from the Fund.

No withdrawal from the fund can exceed 10 percent of the outstanding balance of the
Fund or 1 million dollars, whichever is greater, uniess NRC approval is ottached.

In the event of the Grantor's default or inability to direct decommissioning activities, the
Trustee shall make payments from the Fund as the NRC shall direct, in writing, to provide
for the payment of the costs of required activities covered by this Agreement. The
Trustee shall reimburse the Grantor or other persons as specified by the NRC from the
Fund for expenditures for required activities in such amounts as the NRC shall direct in
writing. In addition, the Trustee shall refund to the Grantor such amounts as the NRC
specifies in writing. Upon refund, such funds shall no longer constitute part of the Fund
as defined herein.



Section 6. Trust Management.

The Trustee shall invest and reinvest the principal and income of the Fund and keep the
Fund invested as a single fund, without distinction between principal and income, in U.S.
Treasuries with maturities not exceeding 90 days.

Section 7. Express Powers of Trustee.

Without in any way limiting the powers and discretion conferred upon the Trustee by the
other provisions of this Agreement or by law, the Trustee is expressly authorized and
empowered:

(@) to sell, exchange, convey, transfer, or otherwise dispose of any property held by
it, by public or private sale, as necessary for prudent management of the Fund;

(b) to make, execute, acknowledge, and deliver any and all documents of transfer and
conveyance and any and all other instruments that may necessary or appropriate
to carry out the powers herein granted;

(c) to register any securities held in the Fund in its own name, or in the name of a
nominee, and to hold any security in bearer form or in book entry, or to combine
certificates of the same issue held by the Trustee in other fiduciary capacities, to
reinvest interest payments and funds from matured and redeemed instruments, to
file proper forms concerning securities held in the Fund in a timely fashion with
appropriate government agencies, or to deposit or arrange for the deposit of such
securities in a qualified central depository even though, when so deposited, such
securities may be merged and held in bulk in the name of the nominee or such
depository with other securities deposited therein by another person, or to deposit
or arrange for the deposit of any securities issued by the U.S. Government, or any
agency or instrumentality thereof, with a Federal Reserve bank, but the books and
records of the Trustee shall at all times show that all such securities are part of the
Fund; and

(d) to compromise or otherwise adjust all claims in favor of or against the Fund.

Section 8. Taxes and Expenses.

All taxes of any kind that may be assessed or levied against or in respect of the Fund
and all brokerage commissions incurred by the Fund shall be paid from the Fund. All
other reasonable out-of-pocket expenses incurred by the Trustee in connection with the
administration of this Trust, including reasonable fees for legal services rendered to the
Trustee, and the compensation of the Trustee shall be paid from the Fund.

Section 9. Annual Valuation.
After payment has been made into this standby trust fund, the Trustee shall annually, at
least 30 days before the anniversary date of receipt of payment into the standby trust
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fund, furnish to the Grantor and to the NRC a statement confirming the value of the Trust.
Any securities in the Fund shall be valued at market value as of no more than 60 days
before the anniversary date of the establishment of the Fund. The failure of the Grantor
to object in writing to the Trustee within 90 days after the statement has been furnished
to the Grantor and the NRC shall conistitute a conclusively binding assent by the Grantor,
barring the Grantor from asserting any claim or liability against the Trustee with respect
to the matters disclosed in the statement.

Section 10. Advice of Counsel.

The Trustee may from time to time consult with counsel, who may be counsel to the
Grantor, with respect to any question arising as to the construction of this Agreement or
any action to be taken hereunder. The Trustee shall be fuily protected, to the extent
permitted by law, in acting on the advice of counsel.

Section 11. Trustee Compensation.
The Trustee shall be entitled to reasonable compensation for its services as agreed upon
in writing from time to time with the Grantor (See Schedule C).

Section 12. Successor Trustee.

Upon 90 days notice to the NRC and the Grantor, the Trustee may resign; upon 90 days
notice to the NRC and the Trustee, the Grantor may replace the Trustee; but such
resignation or replacement shall not be effective until the Grantor has appointed a
successor trustee and this successor accepts the appointment. The successor Trustee
shall have the same powers and duties as those conferred upon the Trustee hereunder.
Upon the successor Trustee's acceptance of the appointment, the Trustee shal! assign,
transfer, and pay over to the successor Trustee the funds and properties then constituting
the Fund. If for any reason the Grantor cannot or does not act in the event of the
resignation of the Trustee, the Trustee may apply to a court of competent jurisdiction for
the appointment of a successor Trustee or for instructions. The successor Trustee shall
specify the date on which it assumes administration of the trust in a writing sent to the
Grantor, the NRC and the present Trustee by certified mail 10 days before such change
hecomes effective. Any expenses incurred by the Trustee as a result of any of the acts
contemplated by this section shall be paid as provided in Section 8.

Section 13. Instructions to the Trustee.

All orders, request and instructions by the Grantor to the Trustee shall be in writing,
signed by such persons as are signatories to this agreement or such other designees as
the Grantor may designate in writing. The Trustee shall be fully protected in acting
without inquiry in accordance with the Grantor's written orders, requests, and instructions.
If the NRC issues orders, requests, or instructions to the Trustee these shall be in writing,
signed by the NRC or its designees, and the Trustee shall act and shall be fully protected
in acting in accordance with such written orders, requests, and instructions. The Trustee
shall have the right to assume, in the absence of written notice to the contrary, that no
event constituting a change or a termination of the authority of any person to act on
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vehalf of the Grantor or the NRC hereunder has occurred. The Trustee ¢h~. i have no
duty to act in the absence of such written orders, requests, and instructions from the
Grantor and/or the NRC, except as provided for herein.

Section 14. Amendment of Agreement.
This Agreement may be amended by an instrument in writing executed by the Grantor,
the Trustee and the NRC, or by the Trustee and the NRC if the Grantor ceases to exist.

Section 15. Irrevocability and Termination.

Subject to the right of the parties to amend this Agreement as provided in Section 14, this
trust shall be irrevocable and shall continue until terminated at the written agreement of
the Grantor, the Trustee and the NRC, or by the Trustee and the NRC if the Grantor
ceases to exist. Upon termination of the trust, all remaining trust property, less final trust
administration expenses, to the extent not paid directly to the Trustee, shall be delivered
to Atlantic Richfield Company or its successor.

Section 16. Immunity and Indemnification.

The Trustee shall not incur personal liability of any nature in connection with any act or
omission, that is made in good faith and does not constitute negligence or wilful
misconduct by the Trustee or its directors, officers, employees or agents, in the
administration of this trust, or in carrying out any directions by the Grantor or the NRC
issued in accordance with this Agreement. The Trustee shall be indemnified and saved
harmless from the trust fund from and against any personal liability to which the Trustee
may be subject by reason of any act or conduct in its official capacity, inciuding all
expenses reasonably incurred in its defense, except for any such personal liability that
is due = the negligence or willful misconduct of the Trustee or its directors, officers,
emplovees o- agents.

Section 17.
This Agreement shall be administered, construed, and enforced according to the laws of
the State of New York.

Section 18, Interpretation and Severability.

As used in this Agreement, word in the singular include the plura' and words in the plural
include the singular. The descriptive headings for each section of this Agreement shall
not affect the interpretation or the legai efficacy of this Aareement. If any part of this
Agreement is invalid, it shall not affect the remaining provisions which will remain valid
and enforceable.




IN WITNESS WHEREOF the parties have caused this Agreement to be executed by he
respective officers duly authorized and the incorporate seals to be hereunto affixed and
attested as of the date first written above.

ATTEST MCDERMOTT TECHNOLOGL. INC.
E. A. Womack
Title: President
Seal
CITIBANK, N.A.
ATTEST
Title:

Seal:




IN WITNESS WHEREOF the parties have caused this Agreement to be executed by he
respective officers duly authorized and the incorporate seals to be hereunto affixed and
attested as of the date firs! written above.

ATTEST MCDERMOTT TECHNOLOGY, INC.

E. A. Womack
Title: President

Seal

CITIBANK, N.A.

Seal:



Specimen Certificate of Events

Citibank, N.A.

120 Wall St.

13th Floor

New York, NY 10043

Gentlemen:

in accordance with the terms of the Agreement with you dated July 1, 1997, |
of McDermott Technology, Inc., hereby certify that the following

events have occurred:

1. McDermott Technology, Inc., is required to commence the decommissioning of the
licensed activity called the Alliance Research Laboratory, 1562 Beacon Street,
Alliance, OH 44601.

2. The plans and proceucres for the commencement and conduct of the
decommissioning have been approved by the United States Nuclear Regulatory
Commission, or is successoi, on . A copy of the
approvail is attached.

3. The Board of Directors of McDermott Technology, inc., has adopted the attached
resolution authorizing the commencement of the decommissioning.

McDermott Technology, Inc.

E. A. Womack
Title: President

Date:



SCHEDULE A

U.S. NUCLEAR REGULATORY COMMISSION LICENSE NUMBER
BPM-34--03043 and SUB-1259

NAME AND ADDRESS OF LICENSEE AND LICENSED ACTIVITY

McDermott Technology, Inc.
1450 Poydras Street

P. O. Box 61961

New Orleans, LA 70161

ADDRESS OF LICENSED ACTIVITY

Alliance Research Laboratory
1562 Beacon Street
Alliance, OH 44601

COST ESTIMATE FOR REGULATORY ASSURANCES DEMONSTRATED BY THIS
AGREEMENT

$896,000




SCHEDULE B

As of the execution date, July 1, 1997, this Standby Trust Agreement does not require
the deposit of any funds.



SCHEDULE C

ESCROW ADMINISTRATION
Acceptance Fee: $500.00
Annual Administration:
Annual (or portion thereof) minimum Escrow Fee $1,000 00
Anr Jal Administration Fee 5 per $1000

(Based nn fair market value of assets)



RESOLUTION

RESOLVED, by the Board of Directore of McDermott Technology, Inc.
(the “Company"), that the Company has agreed to provide financial assurance
to the United States Nuclear Regulatory Commission with respect to Alliance
Research Laboratory.

RESOLVED FURTHER that E. A. Womack be hereby authorized in the
name and on behalf of the Company, to take any and all actions, and 2
execute and deliver any and all agreements, documents and instruments,
relating to the aforesaid matter, including, but not limited to the Standby Trust
Agreement; each such agreement, document ard instrument to be in such
form and to contain such terms, provisions, stipulations and conditions as the
said E. A. Womack shall approve, his approval tc be conciusively evidenced
by his execution and delivery thereof.

CERTIFICATE

|, the undersigned, Assistant Secretary of McDermott Technology, Inc.,
& corporation duly organized and existing under the laws of the State of
Delaware, do hereby certify that the above and foregoing is a true and correct
copy of certain resolutions adopted by the Board of Directors of said
corporation, pursuant to a consent in lieu of a meeting dated (insert dates),
and that said resolutions have not been vacated or recalied or amendea and
remain in full force and effect.

IN WITNESS WHEREOF, | hereunto affix my hand and the seal of said
corporation on this (insert dates).

Hobert E£. Stumpf
Assistant Secretary
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January 17, 1996

BY CERTIFIED MAIL

Morgan Guaranty Trust Company of New York
Attn: Norma Pane - 36th Floor

60 Wall Street

New York, NY 10260-0060

Re: Standby Trust Agreement by znd between The Babcock & Wilcox
Company and Morgan Guaranty Trust Company of New York
dated as of July 24, 1990 (the “Trust™)

Dear Ms. Pane:

Pursuant to Section 12 of the Trust, Citibank hereby accepts the appointment of successor
Trustee under the Trust and assumes administration of the trust effective Friday,
January 26, 1996. Please deliver to my attention at the above address all records,

documents and other properties or funds constituting the Trust Fund no later than Friday,
January 26, 1996. '

YLl R "
Thank you. p ’)M&V[’/AM% /“

Yours truly, /Z%‘:E:j é;:
G [/ e
Jeffréy Zeiler 5”7” : ‘],, e

Assistant Vice President / ( M

cc: United States Nuclear Regulatory Commission (By Certified Mail)
Region 1
475 Allendale Road
King of Prussia, Pennsylvania 19405-1415

The Babeock & Wilcox Company (By Centified Mail)
Attn: Robert E. Fulton
1450 Poydras Street

w Orleans, LA 70112
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McDermott International, Inc.

1450 Poydras Street
New Orleans, Louisiana 70112-6050

P. 0. Box 61961

New Orleans. Louisiana 70161196
(504) 587-5400

Fax; (504) 5876153

Teiex: 6821250 JRMAC UW

Via Federal Express

November 12, 1996

Mr. D K. Sgarlata, Manager

Babcock & Wilcox Company
Pennsylvania Nuclear Service Operations
RD. 1, Box 355

Vandergrift, Pennsylvania 15690

Re:  Standby Trust Amendment dated July 29, 1994
Dear Don:

Attached hereto is the original amendment dated July 24, 1994 to the Standby Trust
Agreement dated July 24, 1990 signed by Morgan Guaranty Trust Company.

As discussed, we did not execute an original Standby Trust Agreement to maintain in our
files. The original was transmitted to NRC on July 24, 1990 per transmittal letter of J P
Exkert (see attached) 1 have also attached a clean copy of the Standby Trust Agreement
for your records.

Sincerely,

DERMOTT INTEZTIONAL, INC
& ”

Josie I.. Ransom,
Senior Treasury Analyst

Attachment(s)



AMENDMENT TO STANDBY TRUST AGREEMENT
DATED JULY 24, 1990

WHEREAS, on July 24, 1990, THE BABCOCK & WILCOX COMPANY, herein
referred to as the "Grantor" and MORGAN GUARANTY TRUST COMPANY OF
NEW YORK, the "Trustee" entered into a STANDBY TRUST AGREEMENT for
the benefit of the U.S. Nuclear Regulatory Commission (NRC); and

WHEREAS, the Guarantor has now elected to use Letters of Credit to provide
assurance that funds will be available when needed for required
decommissioning activities:

NOW THEREFORE, the Grantor and the Trustee and the NRC agree to amend
the STANDBY TRUST AGREEMENT, effective as of the 29th day of July, 1994
as follows:

1) DELETE from the STANDBY TRUST AGREEMENT the words on page 1:
"Parent Guarantee" wherever they appear and

2) REPLACE with the words "Letter of Credit".

3) Schedule A is P PLACED in its entirety by the attached Schedule A.

IN WITNESS WHEREOF the parties have caused this Amendment to be
executed by the respective officers duly authorized and the incorporate seals to

be hzreto affixed and attested as of the 29 day of July, 1994,

THE BABCOCK & WILCOX COMPANY

By: 57#%

Senior Vice President and
Chief Financial Officer

NUCLEAR REGULATORY COMMISSION
(Ut (. L.__\,

e—

MORGAN UARANTY TR}JST OF NEW YORK
(;/(ZZZZQ/M.,

" NORMA R. PANE

Vice President




SCHEDULE A
BABCGCK & WILCOX COMPANY

L ICENSEE FACILITY ACDRESS LICENSE # CURRENT COST
ESTIMATE
(000 'S )
The Babcock & Wilccx  Pennsylvania Nuclear 609 N. Warren Ave . SNM -145 Complete!
Company Service Operatione Apollo, PA 15613
(Apollo)
. Penneylvania Nuclear . oMM -414 $2,0002

Service Operations
(Parks Township) .

' Lynchburg Service P.O. Box 11165 SNM -778 55,526
Operations Lynchburg . VA 24506
Laboratory )
. Alliance Research 1562 Beacon Street SNM -30 $8963
Laboratory Ailiance, OH 44601
BPM -34 -
03043 -03
SUB -1259*
. #aval Nuclear Fuel P. O. Box 785 SNM -42 $3,306%
Division Lynchburg, VA 24505

$11,728 TOTAL

Decontamination & Decommissioning work is essentially finished .

2. Interim estimate. Refer to R. V. Carlson letter to Elinor Adensam, Dated Apr’'l 30, 1993 .
3. Decommissioning Plan with cost estimate has baen submitted to Region Office .
4. Fifty percent of current ccat sstimate for Research & Test Reactor Fuel Element (RTRFE ) portion. Refer to

A. F.Olsen letter to J. W. N. Hickey, dated October 30, 1989%92.
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VIA FEDERAL EXPRESS

July 24, 19%0 One White ¥line Norch
11555 Rockville Pike
Rockville, MD 20852

Mail Code: 11E22
Organizatiou ID: NRR/OEAB
Mr. C. J. Raughney, Chief
Fuel Cycle Bafety Branch Phone: (301) 492-3119
Division of Industrial and Medical
Nuclear Bafety, NM88
U. B. Nuclear Regulatory Commission
Washing%on, D.C. 20555

Dear Mr. Haughpey:

In compliance with the Nuclear Regulatory
Commission's (NRC) financial assurance regulations under
10 CFR Part 30, 40, and 70 as applicable, with respect to
the licenses of the Babcock & Wilcox Company (B&W), I am
attaching the following documents:

> 4 Letter from the President & Chief Executive
Officer.

2. Letter from the Executive Vice President and
Chief Financial Officer.

3. Attachment I;listing of B&W licensees.

4. Attachment I-A; the certification of financial
assurance.

S. Financial test ~ Alternative I.

6. Auditor's special report and reconciliatioen.

7. Parent Company guarantee.

8. Standby Trust Agreements

9. Acknowledgenent.

BEW's only other license affected by the financial
assurance regulations is the SNM license of B&W's Naval
Nuclear Fuel Division (NNFD), 8NKM-42. In separate

correspondence to you dated May 23, 1990 and July 12, 1890,
the KNFD's licensing officer, A. E. Olsen, has submitted

0
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an application and other supporting documentation for an
amendnment to their license, to satisfy NNFD's obligation
to provide financial assurance. This form of assurance is
ITeépresented by a contract clause entitled “Decoumissioning
Expenses" which has been included in NNFD's contracts,
€.9., Contract yo. DE-AC11-90PN 38187 with the v. 8.
Department of Energy's (DOE) Pittsburgh Naval Reactors
Office, and defines the means by which DoE will be
responsible for KNFD's decommissioning costs. Other NNFD
subcontracts for the Banufacture of research reactor fuel
also provide funding aszurance for decommissioning costs.

We believe the attached documentation and license
amendment application described above fulfills the present
financial assurance requirements for The Babcock & Wilcox
Company. If you require other information, please advise.

Very truly yours,

+i::)

Jd P. Eckert

td
Attachments
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Clibana, v A
120 Wall Streer
13th Floor
New York, NY

e CITIBAN(Q

January 17, 1996

BY CERTIFIED MAIL

Morgan Guaranty Trust Company of New York
Attn: Norma Pane - 36th Floor

60 Wall Street

New York, NY 10260-0060

Re: Standby Trust Agreement by and between The Babcock & Wilcox
Company and Morgan Guaranty Trust Company of New York
dated as of July 24, 1990 (the “Trust™)

Dear Ms. Pane:

Pursuant to Section 12 of the Trust, Citibank hereby accepts the appointment of successor
Trustee under the Trust and assumes administration of the trust effective Friday,
January 26, 1996. Please deliver to my attention at the above address all records,
documents and other properties or funds constituting the Trust Fund no later than Friday,
January 26, 1996.

Thank you.

Yours truly,

chgy Zeiler

Assistant Vice President

cc:  United States Nuclear Regulatorv Commission (By Centified Mail)
Region |
475 Allendale Road
King of Prussia, Pennsylva .o 19405-1415

The Bab: ock & Wilcox Company (By Certified Mail)
Attn: Robert E. Fulton

1450 Poydras Street

New Orleans, LA 70112
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STANDBY TRUST AGREEMENT

ion, herein referred to as the "Grantor”,
and MORGAN GUARANTY TRUST COMPANY OF NEW YORK, 60 Wall Street, New York, New
York 10260, the "Trustee".

WHEREAS, the U.S. Nuclezr Reguiatory Commission (NRC), an agency of the US.
Government, pursuant o the 2tomic Energy Act of 1974, has promuigated regulations in Title
10, Chapter | of the Code of Federal Regulations, Part (30, 40, or 70]. These regulations,
applicable to the Grantor, require that a holder of, or an applicant for, a Part 30, 40, and 70

license provide assurance that funds will be available when needed for required
decommissioning activities.

WHEREAS, the Grantor has elected to use a Parent Guarantee to provide all nf such financial
assurance ‘or the facilities identified herein; and

WHEREAS, when payment is made under a Parent Guarantez, this standby trust shall be used
for the receipt of such payment; and

WHEREAS, the Grantor, acting through its duly authorized Officers, has selected the Trustee
to be the trustee under this Agreement, and the Trustee is willing to act as trustee,

NOW, THEREFORE, the Grantor and the Trustee agree as follows:
Section 1. Definitions. As used in this Agreement.

(@) The term "Grantor" means the NRC licen

see who enters into this Agreement end any
successors or assigns of the Grantor.

(b)  Theterm "Trustee”
Trustee,

Section 2. Costs of Decommissioning.  This Agreement pertains to the costs of

decommissioning the materials and activities identified in Schedule A

Section 3. Establishment of Fund. The grantor and the Tryustee hereby establish a standby

trust fund (the Fund) for the benefit of the NRC. The Grantor and the Trustee intend that no
third party have access to the Fund except as provided herein.

means the trustee who enters into this Agreement and any successor



Section4. P nt nstituting the Fund. Payments made to the Trustee for the Fund shall
consist of cash and Eligible Securities, The Fund is established initially as consisting of the
property. Such property ang any other property subsequently transferred {o th ‘

referred to as the “Fung", together with all earmngs and profits thereon, less any payments or

distributions made by the Trustee pursuant to this Agreement. The Fund shall be held by the
Trustee, IN TRUST, as hereinafter provided.

undertake any responsibility for the amount of, or adequacy of the Fun

from the Grantor, any payments necessary to discharge any liabiiities o
by the NRC.

Section 5. Payment for Requir Activities fied in the Plan The Trustee shall make
payments from the Fund to the Grantor upon presentation to the Trustee of the following:

a A certiticate duly executed by the Secretary of the Grantor attesting to the

Occurrence of the events, and in the torm set forth in the attached Specimen
Certificate, and

b. A certificate executed by the Grantor aftesting to the following conditions:

(1)  that decommissioning i1s proceeding pursuant to an NRC-approved plan.

(2)  thatthe funds withdrawn will be expended for activities undertaken pursuant
to that Plan, and

(3)  thatthe NRC has been given 30 days’ prior notice of The Babcock & Wilcox ,

Company’s intent to withdraw funds from the escrow fund.
pr—

No withdrawal from the fund can exceed 10% percent of the outstanding balance?(/'gf the Fu@
or $10,000,000 dollars, whichever is greatej uniess NRC approval is attached

“\

v

In the event of the Grantor's default or inabi'ity to direct decommissioning activities, the Trustee
shall make payments from the Fund as the NRC shall direct, in w

payment of the costs of required activities covered by this Agreement.
reimburge the Grantor or Other persons as specified by the NRC from the Fund for

Section 6 Trust Mzanagement. The Trustee shall invest and reinvest
of the Fund ang keep the Fund invested as a Single fund, without distinction between principa
and income, in accordance with instructions from the Grantor which the Grant
communicate in writing to the Trustee from time to time, £xcept that:




(a) Securities or other obligations of the Grantor, or an
tacilities, or any of their affiliates as defined in the Inv
amended (15 U.S.C. 80A-2(a)), shall not be acquired or held,
Or other obligations of the Federal or a State government:

y other owner or operator of the
estment Company Act of 1240, a3
unless they are Securitieg

(B)  The Trustee is authorized to invest the fund in Eigible Securities as hereinafter defineq

certificates or State and Municipal bonds rateé
BBB or higher by Standard & Poor’s or Baa or higher by Moody's Invesiment Services.

Section 7. Exgre§§ Pgwgrg of Trustee

. Without in any way limiting the powers and discretion
conterred upon the Trustee Dy the othe

r previsions of this Agreement or by law, the Trustee
is expressly authorized and empowered:

(a) To sell, exchange, convey, transfer, or otherwise dispose of any property held by it, by

public or private sale, as necessary 1o allow duly authorized withdrawals or to reinvest
in Eligible Securities at the direction of the Grantor.

(0) To maksa, execute, acknowledge, and celiver an
conveyance and any and all other ins
Carry out the powers herein granted;

y and all docuraents of transfer and
truments that may be necessary or appropriate to

() To register any securities held in the F

und in the name of the Grantor, and to holg any
security in bearer form or in book

entry, to reinvest interest payments and funds from

to deposit or arrange for the deposi

or to deposit or arrange for the deposit of any securities issued by the U.S. Government,
Or any agency or instrumentality thereof, with a Federal Resery

form, but the books and records of the Trustee shall at all tim
securities are part of the fund.

(d) To compromise or otherwise adjust all claims in favor of Or against the Fund.

Section 8 I_gggummﬁ All taxes of any kind that m
or in respect of the Fund and all brokerage commissions in
from the Fund. All other expenses incurred by the Trustee in
of this Trust, including fees for legal services rendered to th
Trustee to *he extent not paid directly by the Grantor,

disbursements of the Trustee shall be paid from the Fund

ay be assessed or levied against
curred by the Fund shall be paid
connection with the administration
e Trustee, the cCompensation of the
and all other proper charges anc

Section 9. Annual Valuation. Afer payment has been made into this stancib

Trustee shall annually, at least 30 days before the annive
the standby trust fund,

y trust fund, the
rsary date of receppt of payment into

furnish to the Grantor and to the NRC a statement confirming the value



of the Trust. Any securities in the Fund shall be valued at market value as of no mors than 60
days before the anniversary date of the establishment of the Fund. The failure of the Grantor
to object in writing to the Trustee within 90 days after the statement has been furnished to the
grantor and the NRC shall constitute a conclusively binding assent by the Grantor, barring the

Grantor from asserting any claim or liability against the Trustee with respect 10 the matters
disciosed in the statement.

Section 10. Advice of Counsel. The Trustee may from time to time consult with counsel, who
may be counsel to the Grantor, with respect to any question arising as to the construction of
this Agreement or ariy action to be taken hereunder. The Trustee shall be fully protected. 10
the extent permitted Ry law, in acting on the advice of counsel.

Section 11. Trustee Compensation. The Trustes shall be entitled to reasonable compensation
for its services as agreed upon in writing from time to time with the Grantor.

Section 12. Successor Trustee Upon 90 cays notice to the NRC, the Trustee may resign;
upon 90 days notice to NRC and the Trustee, the Grantor may replace the Trustee; but such
resignation or replacement shall not te effective until the Grantor has appointed 2 successor
Trustee &nd this successor accepts the appointment. The successor Trustee shall have the
same powers and duties as those corferred upon the Trustee hereunder. Upon the successor
Trustee’s acceptance of the appointment, the Trustee shall assign, transfer, and Fay over 1o
the successor Trustee the funds and Properties then constituting the Fund. If for any reason
the Grantor cannot or does not act in the event of the resignation of the Trustee, the Trustee
may apply to a court of competent jurisdiction for the appointment of a8 successor Trustee or
for instructions. The sutcessor Trustee shall specify the date on which it assumes
administration of the trust in a writing sent to the Grantor, the NRC, and the present Trustee
by certified mail 10 days before such change becomes effective. Any expenses incurred by

the Trustee as a result of any of the acts contemplated by this section shall be paid as
provided in Section 8,

Section 13. lnstructions 1o the Trustee. All orders, requests, and instructicns by the Grantor
to the Trustee shall be in writing, signed by such persons as are signatories to this agreement
Or such other designees as the Grantor may designate in writing. The Trustee shall be fully
protected in acting without INQuiry in accordance with the Grantor's orders, requests, and
instructions. If the NRC issues orders, requests or instructions to the Trustee, these shall be
in writing, signed by the NRC or their designees, and the Trustee shall act and shgll be fully
protected in acting in accordance with such orders, requests, and instructions. The Trustee
shall have the right to <ssume, in the absence of written notice to the contrary, that no event
constituting a change or a termination of the authority of any person to act on behalf of the
Grantor or the NRC hereunder has occurred. The Trustee shall have no duty to act in the

absence of such orders, requests, and instruction from the Grantor and/or the NRC except as
provided for herein.



Section 14, Amendment of Agreement. This Agreement may be amended by an INStrument

in writing executed by the Grantor, the Trustee and the NRC or by the Trustee ang the NRC
or State Agency, if the Grantor ceases to exist.

Section 15. Irrevocability and Termination. Subject to the right of the parties to amend this
Agreement as provided in Section 14, this trust shall be irrevocable and shall continue yntil
terminated at the written agreement of the Grantor, the Trustee, and the NRC or State agency,
Or by the Trustee and the NRC cr State agency, if the Grantor ceases o exist. Upon

termination of the trust, all remaining trust property, iess final trust administration expenses,
shall be delivered to the Grantor or its successor.

Section 17. This Agreement shall e administered, construed, and enforced according to the
laws of the State of New York.

Section 18. interpretation and Severability. As used in this Agreement, words in the singular
nclude the plural and wOorcs in the plural include the singular. The descriptive headings for
each section of this Agreement shall not affect the interpretation or the legal efficacy of this

Agreement. If any part of this agreement is invalid, it shall not affect the remaining previsions
which will remain valid and enforceable.



IN WITNESS WHEREOQF the parties have caused this Agreement to be exe

respective officers duly authorized and the incorporate seals to be hereto affixe
as of the date first written above.

cuted by the
d and attested

ATTEST: THE BABCOCK & WILCOX COMPANY
Figeny &, me”:
BssT . S¢ C.
ATTEST: MORGAN GUARANTY TRUST OF NEW YORK
@7’-;C&L F g.t‘(af A
4 F
: ! WM/ / ’/\ﬁ,{, -
FATRICIL P, Lwlitg By: . M.J. pmy!\.__
[Title) Ass stans Secretn Ty Title: vioe President
[Seal]
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ACKNOWLEDGEMENT

STATE OF NEW YORK
CITY OF NEW YORK

On this 19th day of July, before e, a notary public in
and for the City and State aforesaid, personally
appeared Marlene Fahey and she did depose and say that
she is a Vice President of Morgan Guaranty Trust
Company of New York, a New York State banking
association, Trustee, which executed the above
instrument, that she knows the seal of said
association; that the seal affixed to such instrument
is such corporate seal; that it was so affixed by

order of the ascociation; and that she signed her

name thereto by like order

(Signature of notary public)
BIMOME G, VINOCOUR
NOTARY PUBLIC, State of New York

My Commission Expires: No. 314938491

Certificate Filad in New York County
Commission Expires November 7, 1990
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LICENSEE

The Babcock & Wilcox
Ca.

ACIL!

Pennsylvania Nuclear
Service Operations

(Apcllo}

Pennsylvania Nuclear
Service Operations
(Parks Township)

Naval Nuclear Fuel
Division Research
Labaratary

Alliance Hecssarch
Laboratary

SCHEDULE A
STANDBY TRUST
BABCCZK & WILCOX INVESTMENT COMPANY

AODRESS

609 N. Warren Ave.
Apallo, PA 15613

609 N. Warren Ave.
Apolla, PA 15613

P.O.Box 11165
Lynchburg, VA 24506

1562 Beacon Street
Altiance, OH 44601

LICENSE NUMBER

SNM-145

SNM-414

SNM-778

SNM-30
8PM-34-03042-02
SuUB-1259

The Alliance Research Laboratory is submitting the specified Decommissioning Funding Plan

CERTIFIED CURRENT COST
_AMOUNT _ESTIMAYTE
(000°S) (€00'S)
$ 750
$ 750
$ 750
$ 655!

O et s

L 10WE3q

91914



FEDERAL EXPRESS TRANSMITTAL

KEY VALUE:
DATE: NOVEMBER 12, 1996
TO: MAIL ROOM
FROM: JOSIE L. RANSOM
TREASURY - 25
EXT. 6063

PLEASE FORWARD VIA FEDERAL EXPRESS AS FOLLOWS:

NAME: MR. D. SGARLATA

COMPANY: BABCOCK & WILCOX COMPANY

ADDRESS: ___ PENNSYLVANIA NUCLEAR SERVICE OPERATIONS
R.D. 1. BOX 355

VANDERGRIFT, PENNSYLVANIA

COST CENTER: 730

THANK YOU



Scotiabank

The Benk of Nova Scotle
Atianta Agency

Sulte 2700

600 Peachtree St., N.E.
Atlanta, Georgia 30308

{404) @77-1500
Fax: (404) 886-8998

.S. Nuclear Regulatory Commission
hington, DC 20555

ar Sir or Madam:

irn accordance with instructions received from our client, we hereby amend our
r of Credit No. L152571 established in your favor as follows:

The first paragraph of Letter of Credit now reads: “We hereby establish our

cable Standby Letter of Credit No. L152571 in your favor, at the request and for the
unt of McDermott Technologies, Inc. ("MT!"), 1450 Poydras Street, New Orleans, LA.",

stead of as previously advised.
All references to B&W should read MT1.

All other terms and conditions remain unchanged.

Yours very truly,

Authorized Signature

\babwih§70418 k3
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(a Scotiabank

The Bank of Nove Scotis
Atlanta Agency

Sulte 2700

600 Peachtree 5t , N.E.
Atlanta, Georgla 30308

(404) 877-1500
Fax: (404) 888-8994

IRREVOCABLE STANDBY LETTER OF CREDIT NO. L152571

This Credit expires August 15, 1895

Issued To: U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

Dear Sir or Madam:

We hereby establish our Irrevocable Standby Letter of Credit No. L152371 in your favor, at
the request and for the account of The Babcock & Wilcox Company ("B&W"), 1450 Poydras
Street, New Orleans, LA 70125, up to the aggregate amount of Eight Hundred Ninety Six
Thousand and 00/100 U.S. Dollars (U.S. dollars 896,000) available upon presentation of:

(1) your sight draft, bearing reference to this Letter of Credit No. 152571, and

(@) your signed statement reading as follows: *| certify that the amount of the draft is
payable pursuant to reguiations issued under authority of the U.S. Nuclear

Reguiatory Commission reiating to B&W's License No. SNM 30, BPM-34-03043-03,
SUEB.1253 S —

This letter of credit is issued in accordance with regulations issued under the authority of the
U.S. Nuclear Regulatory Commission (NRC), an agency of the U.S. Government, pursuant
to the Atomic Encrgy Act of 1854, as amended, and the Energy Reorganization Act of 1974.
The NRC has promuigated regulations in Title 10, Chapter 1 of the Code of Federal
Regulations, Part (30, 40, or 70), which require that a holder of, or an applicant for, a license

issued under 10 CFR Parts (30, 40, or 70) provide assurance that funds will be available
when needed for decommissioning.

This letter of credit is effective as of July 29, 1894 and shall expire on August 15, 1995, but
such expiration date shall be automatically extended for a period of one (1) year on August
15, 1985, ana on each successive expiration date, unless, at least 80 days beforc the current
expiration date, we netify both you and B&W, as shown on the signed return receipts. |f
B&W is unable to secure alternative financial assurance to replace this letter of credit within
30 days of notification of canceliation, the NRC may draw wupon the full value of this letter of
credit prior to cancellation. The bank shall give immediate notice to the applicant and the
"NRC" of any notice received or action filed alleging (1) the insolvency or bankruptcy of the
financial institution, or (2) any violations of reguiatory requirements that could resu't in
suspension or revocation of the bank's charter or license 1o do business. The financial



institution also shall give immediate notice if the bank, for any reason, becomes unable to
fuffill its obligation under the letter of credit.

Whenever this letter of credit is drawn on under and in compliance with the terms of this letter
of credit, we shall duly honor such draft upon its presentation to us within 30 days, and we
shall deposit the amount of the draft directly into the standby trust fund of B&W in
accordance with your instructions.

Each draft must bear on its face the clause: "Drawn under Letter of Credit No. 152571, dated
July 28, 1984, and the total of this draft and all other drafts previously drawn under this letter
of credit does not exceed U.S. dollars 896,000 (U.S. Dollars Eight Hundred Ninety Six
Thousand)."

Jo 77"

T

F. C. H. Ashby A. 8. Norsworthy
Senior Manager - Loan Operation Assistant Agent
July 18, 1994 July 19, 1994

This credit is subject to the Uniform Customs and Practice for Documentary Credits, 1993
Revision, International Chamber of Commerce Publication No. 500.



? Scotiabank

The Bank of Nova Scotla
Atlanta Agency

Suite 2700

600 Peachtree St., * ' E.
Atlanta, Georgla 30308

(404) 877-1500
Fax: (404) 888-8998

April 17, 1995

BENEFICIARY
U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

APPLICANT
The Babcock & Wilcox Company
1450 Poydras Street
New Orleans, 70112
Dear Sir or Madam:
RE: Letter ot Credit No.L152571 dated July 29, 1994 for $896,000.00

The above mentioned credit has been amended as follows:

1. All references to the Letter of Credit Number in paragraph 1 and 5 are to read
L152571.
2. In line 4 of the third paragraph following ‘we notify both you and B&W" and

immediately proceeding *as shown on the signed return receipts® we have inserted
"Dy certified mail*. It now reads *we notify both you and B&W by certified mail, as
shown on the signed return receipts.

All other terms and conditions remain unchanged.

/ cpry
W Myas G5 Ylow
C.H. Bushey A.S. Norsworthy
#7~ Team Leader Sr. Team Leader

OE. LEGISTA
wasenBR.LOAN OPERATIONS OFFICER



STANDBY TRUST AGREEMENT

TRUST AGREEMENT, the Agreement entered into as of July 1, 1997 by and between
BWX Technologies, Inc., a Delaware corporation, herein referred to as the “Grantor*, and
Citibank, N.A., 120 Wall Street, 13th Floor, New York, NY 10043, the “Trustee".

WHEREAS, the U.S. Nuclear Regulatory Commission (NRC), an agency of the U.S.
Government, pursuant to the Atomic Energy A t of 1954, as amended, and the Energy
Reorganization Act of 1674, has promulgated egulations in Title 10, Chapter | of the
Code of Federal Regulations, Part 70. These regulations, applicable to the Grantor,
require that a holder of, or an applicant for a Part 70 license provide assurance that funds
will be available when needed for required decommissioning activities.

WHEREAS, the Grantor ha: elected to use a letter of credit to provide financial
assurance for the facilities identified herein; and

WHEREAS, when payment is made under a letter of credit, this standby trust shall be
used for the receipt of such payment; and

WHEREAS, the Grantor, acting through its duly authorized officers, has selected the
Trustee to be the trustee under this Agreement and the trustee is willing to act as trustee,

NOW, THEREFORE, the Grantor and the Trustee agree as follows:
Section 1. Definitions. As used in this Agreement:

(@ The term "Grantor* means the NRC licensee who enters into this Agreement and
any successors or assigns of the Grantor,

(B) The term "Trustee" means the trustee who enters into this Agreement and any
successor Trustee.

Section 2. Costs of Decommissioning.

This Agreement pertains to the cost of decommissioning the materials and activities
identified in License Number SNM-42, Amendment 13, issued pursuant to 10 CRF Pari
70 as shown in Schedule A.

Section 3. Establishment of Fund.

The Grantor and the Trustee hereby establish a standby trust fund (the Fund) for the
benefit of the NRC. The Grantor and the Trustee intend that no thirc party have access
to the Fund except as provided herein.
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Section 4. Payments Constituting the Fund.
Pay:nents made to the Trustee for the Fund shall consist of cash, securities, or other

liquid assets acceptable to the Trustee. The Fund is established initially as consisting of
the property, which is acceptable to the Trustee, described in Schedule B attached
hereto. Such property and any other property subsequently transferred to the Trustee are
referred to as the "Fund", together with all earnings and profits thereon, less any
payments or distributions made by the Trustee pursuant to this Agreement. The Fund
shall be held by the Trustee, IN TRUST, as hereinafter provided. The Trustee shall not
be responsible nor shall it undertake any responsibility for the amount of, or adequacy of
the Fund, nor any duty to collect from the Grantor any payments necessary to discharge
any liabilities of the Grantor established by the NRC.

Section 5. Payment for Required Activities Specified in the Plan.
The Trustee shall make payments from the Fund to the Grantor upon presentation to the
Trustee of the following:

a. A certificate duly executed by an authorized representative of the Grantor attesting
to the occurrence of the events, and in the form set forth in the attached Specimen
certificate, and

b. A certificate duly executed by an authorized representative of the Grantor attesting
to the following conditions:

1. that decoi missioning is proceeding pursuant to an NRC approved plan,

2. that the funds withdrawn will be expended for activities undertaken
pursuant to that Plan, and

3. that the NRC has been given 30 days prior notice of Grantor's intent to
withdraw funds from the Fund.

No withdrawal from the fund can exceed 10 percent of the outstanding balance of the
Fund or 1 million dollars, whichever is greater, unless NRC approval is attached.

In the event of the Grantor's default or inability to direct decominissioning activities, the
Trustee shall make payments from the Fund as the NRC shall direct, in writing, to provide
for the payment of the costs of required activities covered by this Agreement. The
Trustee shall reimburse the Grantor or other persons as specified by the NRC from the
Fund for expenditures for required activities in such amounts as the NRC shall direct in
writing. In addition, the Trustee shall refund to the Grantor such amounts as the NRC
specifies in writing. Upon refund, such funds shall no longer constitute part of the Fund
as defined herein.



Section 6. Trust Management.

The Trustee shall invest and reinvest the principal and income of the Fund and keep the
Fund invested as a single fund, without distincticn between principal and income, in U.S.
Treasuries with maturities not exceeding 90 days.

Section 7. Express Powers of Trustee.

Without in any way limiting the powers and discretion conferred upon the Trustee by the
other provisions of this Agreement or by law, the Trustee is expressly authorized and
empowered:

(a) to sell, exchange, convey, transfer, or otherwise dispose of any property held by
it, by public or private sale, as necessary for prudent management of the Fund;

(b) tomake, execute, acknowledge, and deliver any and all documents of transfer and
conveyance and any and all other instruments that may necessary or appropriate
to carry out the powers herein granted;

(c) to register any securities held in the Fund in its own name, or in the name of a
nominee, and to hold any security in bearer form or in book entry, or to combine
certificates of the same issue held by the Trustee in other fiduciary capacities, to
reinvest interest payments and funds from matured and redeemed instruments, to
file proper forms concerning securities held in the Fund in a timely fashion with
appropriate government agencies, or to deposit or arrange for the deposit of such
securities in a qualified central depository even though, when so deposited, such
securities may be merged and held in bulk in the name of the nominee or such
depository with other securities deposited therein by another person, or to deposit
or arrange for the deposit of any securities issued by the U.S. Government, or any
agency or instrumentality thereof, with a Federal Reserve bank, but the books and
records of the Trustee shall at all times show that all such securities are part of the
Fund; and

(d) to compromise or otherwise adjust all claims in favor of or against the Fund.

Section 8. Taxes and Expenses.
All taxes of any kind that may be assessed or levied against or in respect of the Fund

and all brokerage commissions incurred by the Fund shall be paid from the Fund. All
other reasonable out-of-pocket expenses incurred by the Trustee in connection with the
administration of this Trust, including reasonable fees for legal services rendered to the
Trustee, and the compensation of the Trustee shall be paid from the Fund.

Section 9. Annual Valuation.
After paymerit has been made into tt.is standby trust fund, the Trustee shall annually, at
least 30 days before the anniversary date of receipt of payment into the standby trust
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fund, furnish to the Grantor and to the NRC a statement confirming the value of the Trust.
Any securities in the Fund shali be valued at market value as of no more than 60 days
before the anniversary date of the establishment of the Fund. The failure of the Grantor
to object in writing to the Trustee within 90 days after the statement has been furnished
to the Grantor and the NRC shall constitute a conclusively binding assent by the Grantor,
barring the Grantor from asserting any claim or liability against the Trustee with respect
to the matters disclosed in the statement.

Section 10. Advice of Counsel.

The Trustee may from time to time consult with counsel, who may be counsel to the
Grantor, with respect to any question arising as to the construction of this Agreement or
any action to be taken hereunder. The Trustee shall be fully protected, to the extent
permitted by law, in acting on the advice of counsel.

Section 11. Trustee Compensation.
The Trustee shail be entitied to reasonable compensation for its services as agreed upon
in writing from time to tire with the Grantor (See Schedule C).

Section 12. Successor Trustee.

Upon 90 days notice to the NRC and the Grantor, the Trustee may resign; upon 90 days
notice to the NRC and the Trustee, the Grantor may replace the Trustee; but such
resignation or replacemeant shall not be effective until the Grantor has appointed a
successor trustee and this successor accepts the appointment. The successor Trustee
shall have the same powers and duties as those conferred upon the Trustee hereunder.
Upon the successor Trustee's acceptance of the appointrnent, the Trustee shall assign,
transfer, and pay over to the successor Trustee the funds and properties then constituting
the Fund. If for any reason the Grantor cannot or does not act in the event of the
resignation of the Trustee, the Trustee may apply to a court of competent jurisdiction for
the appointment of a successor Trustee or for instructions. The successor Trustee shall
specify the date on which it assumes administration of the trust in a writing sent to the
Grantor, the NRC and the present Trustee by certified mail 10 days before such change
becomes effective. Any expenses incurred by the Trustee as a result of any of the acts
contemplated by this section shall be paid as provided in Section 8.

Section 13. Instructions to the Trustee.

All orders, request and instructions by the Grantor to the Trustee shall be in writing,
signed by such persons as are signatories to this agreement or such other designees as
the Grantor may designate in writing. The Trustee shall be fully protected in acting
without inquiry in accordance with the Grantor's written orders, requests, and instructions.
If the NRC issues orders, requests, or instructions to the Trustee these shall be in writing,
signed by the NRC or its designees, and the Trustee shall act and shall be fully protected
in acting in accordance with such written orders, requests, and instructions. The Trustee
shall have the right to assume, in the absence of written notice to tha contrary, that no

event constituting a change or a termination of the authority of any person to act on




5

behalf of the Grantor or the NRC hereunder has occurred. The Trustee shall have no
duty to act in the absence of such written orders, requests, and instructions from the
Grantor and/or the NRC, except as provided for herein.

Section 14. Amendment of Agreement.
This Agreement may be amended by an instrument in writing executed by the Grantor,
the Trustee and the NRC, or by the Trustee and the NRC if the Grantor ceases to exist.

Section 15. Irrevocability and Termination.

Subject to the right of the parties to amend this Agreement as provided in Section 14, this
trust shall be irrevocable and shall continue until terminated at the written agreement of
the Grantor, the Trustee and the NRC, or by the Trustee and the NRC if the Grantor
ceases to exist. Upon termination of the trust, all remaining trust property, less final trust
administration expenses, to the extent not paid directly to the Trustee, shall be delivered
to Atlantic Richfield Company or its successor.

Section 16. Immunity and Indemnification.

The Trustee shall not incur <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>