December 27, 2007

Paul Halverson, DrPH, MHSA,

Director of Health and State Public Health Officer
Arkansas Department of Health

4815 West Markham, Slot H-39

Little Rock, AR 72205

Dear Dr. Halverson:

Based on the information presented to the Management Review Board (MRB) during the
meetings held on November 8 and December 4, 2007, and in your November 5, 2007, letter
transmitting a Strategy for Improvement in the Effectiveness and Efficiency of the Arkansas
Radioactive Materials Program (Strategy), the MRB has determined that the Arkansas
Agreement State Program (Program) should undergo a period of Heightened Oversight.
Heightened Oversight is an increased monitoring process used by the U.S. Nuclear Regulatory
Commission (NRC) to follow the progress of improvements needed in an Agreement State
program. This process involves the preparation of a Program Improvement Plan (Plan) by the
Program, bimonthly conference calls between the Program and the NRC, and the submission of
status reports by the Program prior to each call.

The MRB is taking this action based on the results of the August 28, 2007, periodic meeting with
the Program. It is evident to the MRB that the Program’s loss of experienced staff has resulted
in a backlog of inspections and no improvement in the backlog of licensing actions. In an
attempt by the Program to transition from a more rigorous inspection frequency cycle, the
Program had revised its procedures, RAM 04.0, Guidelines for Compliance Inspection
Frequency of Arkansas Radioactive Materials Licenses, to align with the NRC inspection
frequencies identified in Inspection Manual Chapter 2800. Despite the transition, the Program
still developed a backlog of inspections based on the NRC inspection frequencies.

In accordance with the required elements of Heightened Oversight, we request that the Program
prepare and submit a Plan to address the root causes of weaknesses identified in your Program
and include short- and long-term corrective actions that target the identified root causes. The
Plan should also contain dates of expected actions and products and indicate the person(s)
responsible for each product.

Sample plans have been transmitted, via e-mail, to Mr. Jared Thompson on December 6, 2007.
Please contact Mr. Randy Erickson, State Agreements Officer, NRC Region IV, if you or your
staff have any questions or difficulties with developing the Plan. The Plan should be submitted
to the NRC’s Office of Federal and State Materials and Environmental Management Programs
within 45 days of this letter. If your Program is unable to meet this timeline, please promptly
notify Mr. Erickson. Upon review of the Plan by the NRC, Mr. Erickson will schedule the first
bimonthly conference call with your Program. The initial conference call should be scheduled
and conducted within 45 days of this letter.
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Based on the progress reported during the bimonthly conference calls regarding the
implementation of the Plan, we anticipate conducting a full Integrated Materials Performance
Evaluation Program (IMPEP) review, in accordance with the IMPEP criteria as established in
the NRC Management Directive 5.6, Integrated Material Performance Evaluation Program, 18
months from the implementation of the Plan. If the implementation of the Plan is not effectively

aiding in the Program’s progress, the MRB will reconvene and determine the timing of the next
IMPEP review.

| appreciate the courtesy and cooperation extended to the NRC representatives during the
periodic meeting and your continuing support of the Arkansas Agreement State Program. | look
forward to continuing to work cooperatively with your Program in the future.

Sincerely,

/RA/

Martin J. Virgilio

Deputy Executive Director for Materials, Waste,
Research, State, Tribal, and Compliance Programs
Office of the Executive Director for Operations

cc: Donnie Smith, M. ED.
Director, Center for Health Protection

Bernard Beuvill, Section Chief
Radiation Control Section

Jared Thompson, Program Leader
Radioactive Materials Program
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