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Nuclear Fuel Services, Inc.
ATTN: Mr. Kerry Schutt

President
P. 0. Box 337, MS 123
Erwin, TN 37650

SUBJECT: LICENSEE PERFORMANCE REVIEW (LPR) OF LICENSED ACTIVITIES
FOR NUCLEAR FUEL SERVICES, INC., DOCKET NUMBER 70-143

Dear Mr. Schutt:

Managers and staff in our Region II office, the Office of Nuclear Material Safety and
Safeguards, and the Office of Nuclear Safety and Incident Response, completed a review of the
Erwin facility's performance in conducting NRC licensed activities. The review evaluated the
facility's performance during the period beginning January 20, 2003, and ending January 24,
2004. This letter and the enclosures provide to you the results of our review, and will be used
as a basis for establishing the NRC oversight program for your conduct of licensed activities
during the next 12 months.

Nuclear Fuel Service (NFS) continued to conduct its activities safely as determined during the
review period, but our review found that communication of facility safety information to workers
and management oversight for selected processes were areas needing improvement. Incidents
have occurred during the evaluation period where certain safety controls were not fully
understood by workers. Since your facility depends heavily on administrative safety controls,
more attention on communication of safety information to workers is warranted. Also, the lack
of management oversight to ensure implementation of process and safety controls in some
areas suggested that additional attention in this area was warranted.

The previous LPR for your facility stated that procedural compliance was an area needing
improvement. We recognize that NFS has recently reorganized to more effectively address
past procedure compliance issues and that your performance in self-identifying procedural
violations has improved. Improvements in procedural compliance over the last 12 months have
been made such that it is no longer considered an area needing improvement. However, NRC
will continue to monitor the progress in this area through the routine inspection program.

The results of our review will be discussed with you at your facility during a two part meeting on
April 20, 2004. Part one of the meeting will be open to the public and will address the safety
issues discussed in Enclosure 1. Part two of the meeting will discuss material in Enclosure 2
which pertains to Proprietary Information as defined by 10 CFR 2.390(d) and will be closed to
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the public. During the meetings, we expect you to discuss your view of your performance in the
same major areas as the NRC evaluated. We ask you to specifically address what actions
you have taken or are planning to take to improve your process for communicating safety
information and improving management oversight over processes to ensure that supervisors
and employees only conduct activities that are authorized in procedures.

NFS' performance and ongoing facility changes warrant increasing NRC's oversight with
additional inspection effort, including the addition of a second resident inspector at your Erwin
facility. The increased oversight will involve operational readiness review(s) and subsequent
routine inspections of the facility expansions, continuing actions to improve safety performance,
and the efforts for improving safety communications and management oversight.

In accordance with 10 CFR 2.390 of the NRC's "Rules of Practice," a copy of this letter and
Enclosure 1 will be available electronically for public inspection in the NRC Public Document
Room or from the Publicly Available Records (PARS) component of NRC's document system
(ADAMS). ADAMS is accessible from the NRC Web site at http://www.nrc.qov/readinq--

Questions and comments about NRC's review of NFS' performance should be referred to
Mr. David Ayres, who can be reached by telephone at 404-562-4711.

Sincerely,

/RA/

Luis A. Reyes
Regional Administrator

Docket No. 70-143
License No. SNM-124

Enclosures: Licensee Performance Review (Part 1)
- Summary Outline,
Licensee Performance Review (Part 2)
- Summary Outline

cc w/encls: (See Page 3)
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cc w/encls:
B. Marie Moore
Vice President
Safety and Regulatory Management
Nuclear Fuel Services, Inc.
P. 0. Box 337, MS 123
Erwin, TN 37650

cc w/o encl 2:
Debra Shults, Deputy Director
Division of Radiological Health
Electronic Mail Distribution

Distribution w/encls:
D. Ayres, RII
A. Boland, RII
W. Gloersen, RII
D. Rich, RII
J. Olivier, NMSS
M. Lamastra, NMSS
K. Ramsey, NMSS
J. Shea, NSIR
G. Tracey, NSIR
V. Ordaz, NSIR
B. Westreich, NSIR
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G. Janosko, NMSS
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LICENSEE PERFORMANCE REVIEW FOR NUCLEAR FUEL SERVICES, INC.
(Part 1)

ASSESSMENT PERIOD: January 20, 2003 to January 24, 2004

The following is a summary of the performance of Nuclear Fuel Services, Inc., in the conduct of

NRC licensed activities.

PERFORMANCE AREA: SAFETY OPERATIONS

This area is comprised of chemical safety, nuclear criticality safety (NCS), plant operations, fire
safety, and management controls.

Program Areas Needing Improvement

* Documentation and communication of facility safety information and controls to workers.

A detailed criticality safety analysis was not performed when changes to existing
equipment and procedure changes were made in order to process licensed
material where more than a safe mass existed and double batching was possible
(Inspection Report (IR) 2004-001)

Mass ý limits for= containers of ere exceeded when
material was moved from one area to another by operators
who did not know the NCS requirements for the a rea
(IR 2003-205).

m containers of exceeded the(H/X)
ratio established by NCS for a areabecause, in part, no
method of verifying the actual H/X ratio of the material prior to placing the
material • had been established (IR 2003-205).

Approximately •ignited inside of a glass vial after being
shaken while a sample was being extracted. The investigation noted that in
designing this process, NFS had only focused on whether or not the material
was pyrophoric, and had not utilized available industry experience and
procedures on combustibility. Furthermore, =had supplied recommendations
to the licensee which were not followed (IR 2003-006).

A violation was issued for the storage of special nuclear material (SNM)ý
containers in the scanning
facility without proper safety postings (part of violation (VIO) 2003-010-01 ).

Enclosure 1
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0 Management/Supervisory oversight of process operations to ensure compliance with
regulatory requirements.

Lack of supervisory oversight for a waste transfer operation in the
caused solution to be transferred

from a favorable to an unfavorable geometry vessel that was over the allowed
procedural concentration limit. The supervisor failed to properly check all lab
results and equipment conditions before approving the transfer. An apparent
violation was identified for the supervisor failing to perform required verifications
(IR 2004-001)

A transfer of liquid process waste from the waste disposal (WD) was
performed that did not meet NCS limits for uranium concentration (VIO 70-
143/2003-09). The licensee investigated the event and found that the operator
had correctly recorded the sample results on the run sheet but did not review
procedure to double check the limit. The operator incorrectly recalled the
release limit and informed the supervisor that the sample results were
satisfactory. The supervisor also recalled the limit incorrectly and approved the
transfer.

Failure to maintain a control in the M process area according to the
configuration management control program, which led to a small fire (VIO 2003-
03-01).

PERFORMANCE AREA: RADIOLOGICAL CONTROLS

This area is comprised of radiation protection, environmental protection, waste management,
and transportation.

Program Areas Needing Improvement

S No specific areas needing improvement were identified for Radiological Controls.

PERFORMANCE AREA: FACILITY SUPPORT

This area is comprised of maintenance and surveillance, training, and emergency
preparedness.

Proqram Areas Needing ImDrovement

0 No specific areas needing improvement were identified for Facility Support.
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PERFORMANCE AREA: SPECIAL TOPICS (LICENSING ACTIVITIES)

This area is comprised of safety licensing.

Program Areas Needing Improvement

* No specific areas needing improvement were identified for safety licensing.


