December 27, 2007

MEMORANDUM TO: Chairman Klein
Commissioner Jaczko
Commissioner Lyons

FROM: Luis A. Reyes /RA Martin J. Virgilio for/
Executive Director for Operations

SUBJECT: DECEMBER 2007 QUARTERLY UPDATE: INCREASED
CONTROL OF SOURCES

In the August 15, 2005, Staff Requirements Memorandum (SRM) to COMSECY-05-0028, “Staff
Response to SRM for COMSECY-05-0015: Initiatives for Increasing Agreement State
Participation in the Control of Sources,” the Commission directed the staff to provide quarterly
updates of actions completed. This memorandum provides the quarterly update for the first
quarter of Fiscal Year (FY) 2008. The staff’s last quarterly update was dated September 28,
2007 (Agencywide Documents Access and Management System (ADAMS) Accession Number
ML072480537).

Implementation Working Group

The Implementation of Increased Controls Working Group (IICWG), which consists of the U.S.
Nuclear Regulatory Commission (NRC) and Agreement State staff, continues to meet by
teleconference on the second and fourth Wednesdays of the month. Topics discussed by the
group focused on issues raised during inspections of licensee implementation of increased
controls (IC). Two significant issues currently under consideration are related to the
transportation of quantities of radioactive material requiring increased controls, and to the
protection of Sensitive Unclassified Non-Safeguards Information.

With respect to the first issue, the ICWG is considering the ability of licensees to assure the
trustworthiness and reliability of freight forwarders and other transportation subcontractors. In
the normal course of business, the licensee’s primary transportation contractor may subcontract
portions of the transport. The licensee has no direct control over the subcontractor. NRC
guidance identifies the licensee’s responsibility as obtaining, “documentation from a carrier
certifying that it can meet and will implement the requirements of the IC, including work
subcontracted to other carriers.”
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Some carriers offer a “letter of assurance” to the licensee in lieu of a certification. NRC staff is
working with the other cognizant Federal agencies (Department of Transportation,
Transportation Security Administration) to resolve whether these letters are sufficient.

With respect to the second issue, the IICWG is considering the appropriateness of information
provided by licensees for use by emergency first responders. A number of licensees provide
sensitive information to community databases, but the limitations of access to these databases
are not always clear. Many may be accessible to community service agencies other than law
enforcement or other government personnel. The trustworthiness and reliability of these other
response personnel is not well established. The IICWG is developing an Information Notice to
provide further guidance on protecting sensitive information.

Inspections of Licensees Implementing the IC

The NRC Regions and Agreement States have completed the first-year inspections of high
priority licensees, and continue to inspect the lower priority licensees as planned. The Regions
and Agreement States expect to complete the first round of inspections within the original three
year schedule. The Regions and Agreement States are also conducting second round
inspections of high priority licensees, as appropriate, using the interim guidance issued last
quarter.

The performance of the Regions and States in prioritizing and conducting the IC inspections is
verified through the routine Integrated Materials Performance Evaluation Program (IMPEP)
reviews. The Regions and Agreement States that have been evaluated to date, were found to
be on schedule, had properly prioritized the licensees, and performed adequate inspections
meeting established criteria. Neither the Regions nor the Agreement States have reported any
significant problems in the completion of scheduled IC inspections.

Training

A total of 84 NRC and 269 Agreement State staff have been trained to conduct IC inspections.
Of the two training sessions scheduled for FY 2008, the first was held in Florida from
December 10 — 14, 2007, and the second is scheduled in Pennsylvania in April 2008. A
refresher course on IC inspections in conjunction with the annual Conference of Radiation
Control Program Directors Meeting is under consideration. Refresher training for
supervisors/managers of inspectors doing IC inspections may be indicated also.

Guidance

The [ICWG formed a subgroup to develop guidance for future IC inspections. The subgroup
completed draft changes to the Inspection Manual Chapter 2800, “Materials Inspection
Program,” and specific Inspection Procedures (IPs) for the inspections of IC implementation and
the implementation of the requirements of the Additional Security Requirements Orders issued
to Panoramic Irradiator and Manufacturing and Distribution licensees. The drafts were provided
to the IICWG for consideration. This guidance will replace the Temporary Instruction 2008/038
which is set to expire on March 30, 2008.
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The subgroup usually meets by teleconference on Wednesdays in the weeks between the
IICWG meetings. The subgroup held one face-to-face meeting in the Offices of the
Massachusetts Agreement State Program in Boston on December 3 - 5, 2007. The subgroup
member from Massachusetts represents the Organization of Agreement States. The subgroup
currently anticipates completing its work in the second quarter of FY 2008.

Fingerprinting

In April 2007, a joint NRC-Agreement State fingerprinting working group was formed to develop
the fingerprinting requirements and initial guidance. Information on the fingerprinting working
group activities has been provided to the Commission in separate communications. When the
fingerprinting working group completes the remaining items from its charter (e.g., draft license
condition for Agreement States and enforcement guidance), the working group will be
disbanded. Fingerprinting implementation issues will then be assigned to the ICWG.

Future Updates

In the SRM to COMSECY-05-0028, the Commission indicated that the duration between update
reports may be extended when all licensees required to implement the I1C’s have reported
completion of their implementation. All licensees have now reported that their implementation of
the requirements is complete. However, unless directed otherwise, NRC staff plans to continue
quarterly reports until licensees required to implement fingerprinting have completed that
requirement.

Summary

The following IC-related activities were completed during this quarter (the status of all
completed actions to date is provided in the enclosure):

. The performance of the Agreement States of Minnesota and Rhode Island in
performing IC inspections was examined and found adequate through the routine
IMPEP reviews.

. NRC staff confirmed that all NRC licensees required to implement the IC’s have
either reported that they have completed implementation of the IC requirements,
or the licensees have been inspected and determined to be implementing the
requirements.

. NRC staff issued fingerprinting orders to approximately 1,000 licensees, and
prepared a model license condition for Agreement States to use.

The staff expects that the following activities will occur during the upcoming quarters:

. The [ICWG subgroup for future IC inspections will issue guidance on continued
IC inspections to be added to the NRC Inspection Manual and IPs.
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Enclosure:
Timeline for the Issuance of the
Increased Controls

CC:

SECY
OGC
OCA
OPA
CFO

IC inspections of lower priority licensees will continue in both the Agreement
States and NRC Regions. Some States should complete initial inspections of all
licensees implementing IC during the second year.

NRC staff will continue to work with the Technical Training Center and the
Agreement States to complete a schedule for the FY 2008 and FY 2009 IC
courses.

The IICWG is considering an Information Notice to provide further guidance on
protecting Sensitive Unclassified Non-Safeguards Information.

The Agreement States will issue license conditions or other legally binding
requirements for fingerprinting, equivalent to the NRC Order EA-07-305, by
June 5, 2008.

Staff will develop and issue enforcement guidance for the fingerprinting
requirements.
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