March 9, 2001

MEMORANDUM TO: Donald A. Cool, Director
Division of Industrial and
Medical Nuclear Safety, NMSS

FROM: David B. Matthews, Director /RA Signed by D. Matthews/
Division of Regulatory Improvement Programs, NRR

SUBJECT: PROPOSED RULE - MATERIAL CONTROL AND ACCOUNTING
AMENDMENTS

NRR concurs on the Commission paper transmitting a proposed rule to amend the
material control and accounting regulations, which you forwarded for our review on
February 9, 2001. Per the memorandum from the OEDO dated February 6, 2001, on the
reorganization affecting the OCIO, the OCIO should no longer be referenced in the coordination
section of the Commission paper. Other comments on the Commission paper and Federal

Register notice are provided in the Attachment.

Attachment: As stated
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BACKGRQUND:

A task force compnsed of Nuclear Malerial Safety and Safoguards staff conductad a review of
the nuclesr material reporting taquirements in place lor licenseas. The task lorce
recommended motifying the submiltal time tor material status repors ko toinida with the time

of & facilily's physical imeentory.

In addition. in 1982. the staff infiated an afort 1o mova the MChA requirements Irom Part 0o
Part 74 and to make the requiraments mare risk-infarmed, The requirements tor Categories |
and Nl facilities have been moved to Part 74, The requirements for Category I tacilities and the
ganaral MCRA requirgments are still [ocated in Part 70. The reguirsmants for Cateqary |
fagilities would also be converted to more risk-informed reguirements,

Ina Stalf HEqui[E‘mEm;& Memarandum dated July 19, 2000, on SECY-00-0148 {Attachment 1),
tha Commission approved th rulemaking plan to revise the MUSA requirements.

DISCUSSION:

The currani regulalions raquire matenat balance repods {DOE/MAC-742) and invantary
composition reports {OOE/MNRC-742C) ta be completed wilnin 30 days of March 31 and
September 30 ol each year, These raports are Typically based on book values 23 opposed 1o

" physical invenlory rasUits because the dales do nol always cancide with lne timeframe fora

ab

lagility's physical inveriory. The proposed i would change the reperting imeframe Lo
coincida with tha requirement for a physical invantory and provide addilional time to complele

S Hha repon. Bines mnst licensees are only requred 1o conduct an annual physical nventory, this

Caleqory | facilities, which are required 1o conduct physical inventories twice a year, Ihe
frequency would remain the same, bt would ba synchrorized with the phiysical invenionies
rather than being conducted on aritrary fixed dates. Category | lacilities ara currently required
o gonduct physical inventories every 2 10 6 months, depending on the matenal: the propesed
rule wold ehange the frequancy to every 9 months, By revising e tmeframe 1o complete e
reports ko coincida wilh the physical invenlory and providing additional tima to completa the
panenwork, Ing licansoc would be provided with mare flexibility and the regulatory burdan would
ha teduced, Bl reactor licensees and material oenseas wauld bonetit {ram these changes.
The industry has indicated support for this inifatee thrgugh the Nutlear Matenals Management

and Saleguards Systern (NMMES) uzers group.

POy
In the currant regulations, ine MC&A requirements ter Category |l facilifies and tha general
MCEA Tequlremenqﬁéﬁjﬁ interspersed amang the safaty and general licensing
requiraments of Parl 70, The proposed amendments woukd congolidate. i Part 74, the MCAA
requirements for Category Il facilities with tha rest of e MGAA reguirements for Categories |
and 1ll taciibes. Tha generel MORA requirements would aiso be moved 1o Part 74, Further,
partions of e current rules regarding Categery 1l materialin Part 70 are not rigk-informed.
Some of the current requirernants for Category W faciibes are more restrictive than those hor
Qaegery | facilities. These requirements would he made mor fisk-informad, consistent with
the existing MC&A requitements for Categories | and Il faciities. Gonforming shanges would
also be made ' Parts £1, 73, 75, 78, and 150 to reflect the relocations. The relocation of the
MGA&A requrerents and the medification to tag Gategory || requirements would enhanca the
regufatory process by providing any fulure Category Il liconsees with a better undarstanding of
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the procadures and reguirements for MC&A, Removal of the icmaining MCBA fequirements
trom Part 70 woukd also simplify iocating the requirements tor all dcensaes.

In adkdition, tha categorical exclusion far the rquirement le parfom an environmental review
would be broadened 1 include amandments of safeguards plars, 4s well as be mare general
enough to cover ail safequards plans and amandments for all lizenses issued under NAG
authonty in Ghaplar 1 of Title 10, to avoid the need to amend the subsection when new
licensing parts are addad. The proposed ruls would alsn correct lypographical ermys, remove
old implamentation dates, and update and add some terminaingy 1o reflect currant prachoe.

The praposed nule would reduce the rguiatory burden an both licensees and the NRG staff,
while maintaining adaquate sateguards. Theaes wolld be no impact on salely. The MC&A
requiremants for Gategory Il faciliies and the genaral MC&A requiremants for all faciities would
be easiar 1o Ingate, thereby impreving the efticiency and effeciivensess of e regulations. The
oparational efiicigncy of Ihe NMMSS centractor should be improved as it will no bonger get all
the rraledal stalus reports simultaneously. Public confidence would not be affected by thus
proposed rulg change.

AGREEMENT STATE i58UES:

Changes impacting 10 CFR 70.51 (a} and (b], and conforming changes to Part 61, 10 CFR
70.18ic), and 10 GFR 150.20(b) and new 10 CFR 74,18(a) are classhed as Calegory ©
compatipiity items, Agraement States would be requirad to adopl the essantial objectves,
however. the manner in which these essential objoctives arg addraesed would not need lo e
the same as NRC's. A conforming change to 10 CFR 70.8(b} 15 3 Cateqory D sompatibility
itern. Agresmant Statas don'l negr 1o adopt this program element for purpases of compatibility,
The proposed amendimant does nol revise the MCAA requirements that potantially impact
Agraement Stales--it eraly relocales the raquirements. The rest of the changes are Calegory
NRC compalibility items and Iherelere, are areas of NRG exclusiva autharity,

COORDINATION:

Office of the Chigf Financial Officer has reviewed this Commission Pager for resource

The (Hiice of tha General Counsel has no legal bjaction to the proposed nulemaking. The
implications and has nh ¢bjections. ’(

J. However, the rule containg changes in infarmation collsgtion requirer ants that
st be submetied o 1he Oifice of Managameant and Buget {OMB) no atet than the data the
prowased rule is forwarded fo the Federal Register tar pUtHIzaTiON.

RECOMMENDATITNS:
That the Commission.

1. Approve lor publication, in the Federal Register, fe propnsed amendments to Parts 51,
E1. 70,72, 72, 74,75, 76, and 160 on material caatrzi and accounting (Attachment 2.

2. Mo



thara is oy ana licensed Category |1 faciity, Ganeral Alomics, and ff has possession-oily

licensa and is Undargoing decommissioning. It would nof be requnied i make changss 10 maet

the new requiramants. Thera are na operating Category [l licensed fagilifies. A Catagory Ill

licensae is e thal is lcensed to possess and usa quantites of Shi of low strategic ln'

significanca (e.g., uranivm entiched to less than 10 pescen) int & LtanIlm-£3% IStope, inih ]

lirmited quanthies al higher enrichments | See Table ¥ for more specric nefeemation on }

passession limits for Categary 1, 11, and Il [censees.

Table 1 Calegorization of Malesial

Material Farm Category | Category Il Category Ml
Plutanium Unirradiated ¢ kg or mare Leesthan2ky | 2009 orless
but ma e than
Sy
Uranium-235 Urnirradiatest;
Uranium & kg or more Lessinan 5 kg | kg orless,
ennchad to 20% bt mora than 1
L-235 or mora. kq.
Uranium [ i 10kg or mere. | Less than 19 kg,
anriched to 10%
1J-235 but less
than 20 .
LFAMIUM | e cemmmrervees | evemeeens ainn oo 10 kp &r me
annched above
natural, but less
than 10% U-235
Uranium-233 1 niradiated 2 %g or more Loss tan 2 by | 500 g orless
& bt inore than
SOt g B

In 1582, e NAC nitiated an effort to move the matenst wontral and aceounting (MCRA)

requiremants from 10 GFA Part 70, "Domestic Licensing of Special Nuclear Material,” 1010

GER Part 74. "Material Control and Accounting ot Special Nuciear Material” The initiative alsn

included efforts to make the requirements more perfatmance cremied. W 1985, the MURA

requirements for Categury ||l facilities were made mare perlorriane ariented and maoved o
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(3} Tha proposad significance fasting gl D with & thre SEID Emit would be 1655
restrictive than Ihe cuttent test leval of two SEID specdied in §70.5H2io). This would b
consislent with Catagory | faciltias that use a throe SEID imit with 3 constraint on SEID of §.10
pergent of acive inventory. The measurement quahty conskamnt for Category il wolkd rema
at 0.125 percent of active inventory for SEID. This change wauld resulf in a redution of
unwarranted, disruptive. and costly investigalions, reports or FESHONSES 16 |0 thrashokd aclions:

(4] &n item control program for Category |l taciltias which is consistent with Category |1
facilities is propased. Category Il item conival requiraments wolld be lgss costly than (e more
stringent Category | itam monilaring. The teen control requiraments mainly consist of providing
cLerant knowledge ol logahan, identity, and quantity of plant-wite ilems existing for at least 14
days. The performanca-based program allows the licensees o propose its ilem contrdl method
and frequency,

{5) The combined standard error concapt and 2 da mirrmus guantity for plutonium and
uranim i the evaluston of shipper-racaiver diffarances wolld be used. This is consislent with
the reguiraments for Gategary | and il faiities in Par 74;and

{6} Tha required tequency for the indepandant reviaw and assessment of the ladility’s
MC8A program would be changed from annual to & mwimum of 18 months. This cormpares 13
Iz annuat requirement tor Categury | and the every fwo yeal reguiremant tor Gategory 1.

Tha consolidaion of regulations would complete NRC's requiatory raform quat of
providing a geaded approach to MCSA requlation, Tt will alsg reduce e ragulalory Burdgn by

making Il easier for licensees to find the MC&A renuirements that apply 1o their faciity.
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