July 25, 2008

Ms. B. Marie Moore, Vice President
Safety and Regulatory

Nuclear Fuel Services, Inc.

P.O. Box 337, MS 123

Erwin, TN 37650

SUBJECT: AMENDMENT 83 TO LICENSE SNM-124: APPROVAL OF NUCLEAR FUEL
SERVICES, INC. PHYSICAL PROTECTION PLAN FOR SPECIAL NUCLEAR
MATERIAL OF MODERATE STRATEGIC SIGNIFICANCE (TAC L32655)

Dear Ms. Moore:

In accordance with your application dated November 2, 2007, as supplemented by your letter
dated May 23, 2008, and pursuant to Part 70 to Title 10 of the Code of Federal Regulations
(10 CFR), Materials License SNM-124 is hereby amended to approve the revised physical
protection plan for special nuclear material of moderate strategic significance. Accordingly,
Safety Condition S-1 has been revised to add the dates of November 2, 2007, and May 23,
2008. In addition, Safeguards Condition SG-6.4 has been split into two new conditions which
read as follows:

SG-6.4  The licensee shall comply with the provisions of the physical protection plan titled
“Protection of Special Nuclear Material of Moderate Strategic Significance,
Revision 0,” submitted by letter dated November 2, 2007, and supplemented by letter
dated May 23, 2008, and as it may be further revised in accordance with the
provisions of 10 CFR 70.32, as follows:

a. The licensee shall comply with the transportation security provisions (Chapters 7-
13) for Category Il quantities of special nuclear material, and

b. The licensee may only implement the fixed site security provisions (Chapters 1-6)
after notifying the NRC at least 90 days before implementation begins. The
notice shall be made in writing to the Director, Division of Fuel Cycle Safety and
Safeguards, NRC Headquarters, with a copy to the Director, Division of Fuel
Facility Inspection, NRC Region Il

SG-6.5  The licensee shall comply with the provisions of the physical protection plan titled
"Protection of Special Nuclear Material of Low Strategic Significance, Revision 2,"
submitted by letter dated May 26, 2004, and as it may be further revised in
accordance with the provisions of 10 CFR 70.32.
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This amendment also incorporates the following changes approved previously:

1. Safety Condition S-1 and Safeguards Condition SG-5.1 were revised to reflect changes
to the Fundamental Nuclear Material Control (FNMC) Plan for High Enriched Uranium
approved by our letter dated May 8, 2008 (ML081270675), and

2. Safety Condition S-1 and Safeguards Condition SG-5.2 were revised to reflect changes
to the FNMC Plan for Low Enriched Uranium approved by our letter dated June 11, 2008
(ML081540085).

All other conditions of this license shall remain the same.

By approval of this amendment request, TAC L32655 will be closed.

If you have any questions concerning this letter, please contact Kevin Ramsey of my staff by
phone at (301) 492-3123, or via e-mail to kevin.ramsey@nrc.gov.

In accordance with 10 CFR 2.390 of the U.S. Nuclear Regulatory Commission’s (NRC) “Rules of
Practice,” a copy of this letter, the safety evaluation report, and the non-sensitive portion of the
license will be available electronically for public inspection in the NRC Public Document Room
and the Agencywide Documents Access and Management System (ADAMS). ADAMS is
accessible through the NRC Web site at http://www.nrc.gov/reading-rm/adams.html (the Public
Electronic Reading Room). The sensitive conditions to the license will be withheld from the
public.

Sincerely,

IRA/

Robert C. Pierson, Director

Division of Fuel Cycle Safety
and Safeguards

Office of Nuclear Material Safety
and Safeguards

Docket No.: 70-143
License No.: SNM-124
Amendment 83

Enclosures:
1. Materials License SNM-124
2. Safety Evaluation Report
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DOCKET: 70-143

LICENSEE: Nuclear Fuel Services, Inc.

Erwin, Tennessee

SUBJECT: SAFEGUARDS EVALUATION REPORT: PHYSICAL PROTECTION PLAN FOR

1.0

SPECIAL NUCLEAR MATERIAL OF MODERATE STRATEGIC SIGNIFICANCE,
REVISION 0

BACKGROUND

By letter dated November 2, 2007, and supplemented by letter dated May 23, 2008, Nuclear
Fuel Services, Inc. (NFS) requested approval of a revision to its Physical Protection Plan for
Special Nuclear Material of Moderate Strategic Significance. The staff processed this
amendment request in accordance with the provisions of Title 10 of the Code of Federal
Regulations (10 CFR) 73.67.

2.0

DISCUSSION
2.1 Fixed Site Security

The plan complies with the Category Il fixed site requirements in 10 CFR 73.67. The
security measures in this regulation pre-date the terrorist attacks on September 11,
2001, and are limited in scope. They require: the material be used and stored in a
controlled access area (CAA) that is illuminated to allow for detection of unauthorized
activities, an intrusion alarm or other means of detecting unauthorized penetration,
screening of individuals requiring unescorted access to the CAA, a controlled badging
and lock system, limit of access to persons that have a need to be in the CAA, that all
visitors be escorted in the CAA, a response by at least one guard with communication
ability to respond to unauthorized access detection, and random searches. Since 2001,
the NRC has issued orders imposing additional security measures on various facilities.
The lack of facilities operating with Category Il quantities of material has resulted in no
order establishing additional security measures for a Category Il facility. However, the
U.S. Nuclear Regulatory Commission (NRC) staff is reviewing the physical protection
requirements for Category Il material, and once this review is complete, the NRC may
revise the regulations to increase the security measures required.

It is the staff's understanding that all fixed site operations are conducted under other
physical protection plans and there is no immediate need to conduct operations under a
Category Il physical protection plan. The staff recommends imposing a license condition
requiring the licensee to notify the NRC at least 90 days before the fixed site provisions
in the plan are implemented.
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3.0

2.2 In-Transit Security

The plan complies with the in-transit security requirements of 10 CFR Part 73 for special
nuclear material of moderate strategic significance (SNM-MSS). Section 7, “Material
Transportation Requirements,” meets the requirements of 10 CFR 73.67(e)(1) and
describes NFS’ responsibilities as the shipper of SNM-MSS. Section 8, “Receiver
Requirements,” meets the requirements of 10 CFR 73.67(e)(2) and describes NFS’
responsibilities when receiving SNM-MSS. Section 9, “In-Transit Physical Protection
Requirements,” meets the requirements of 10 CFR 73.67(e)(3) and describes NFS’
responsibilities when NFS provides in-transit physical protection of SNM-MSS
shipments. This section explains how NFS will maintain active monitoring of shipments
during normal conditions of transport and describes how NFS will respond during loss,
threats of theft, or theft of this material. Notifications to the NRC Operations Center are
also described in this section. The transportation exemption described in Section 9.8 is
acceptable. Section 10, “Transfer and Control Requirements,” meets the requirements
of 10 CFR 73.67(e)(4). Although, not explicitly described in the plan, it is the staff’s
understanding that NFS will maintain records associated with transportation security as
required by 10 CFR 73.67(e)(4) and 10 CFR 73.70. Section 11, “Export Requirements,”
meets the requirements of 10 CFR 73.67(e)(5). Section 12, “Import Requirements”
meets the requirements of 10 CFR 73.67(e)(6). Section 13, “Orders to Delay
Shipments” meets the requirements of 10 CFR 73.67(e)(7) and 10 CFR 73.72.

ENVIRONMENTAL REVIEW

The staff has concluded that the changes requested are related to safeguards matters, which
are categorically excluded from the requirements to prepare a site-specific environmental
assessment. Therefore, in accordance with 10 CFR 51.22(c)(12), neither an environmental
assessment nor an environmental impact statement is warranted for this action.

4.0

CONCLUSION

The staff concludes that the physical protection plan meets the current requirements in
10 CFR 73.67 for the protection of Category Il SNM. Therefore, the current Safeguards License
Condition SG-6.4 should be revised into two conditions as follows:

SG-6.4

SG-6.5

The licensee shall comply with the provisions of the physical protection plan titled
"Protection of Special Nuclear Material of Moderate Strategic Significance, Revision
0," submitted by letter dated November 2, 2007, and supplemented by letter dated
May 23, 2008, and as it may be further revised in accordance with the provisions of
10 CFR 70.32, as follows:

a. The licensee shall comply with the transportation security provisions (Chapters 7-
13) for Category Il quantities of special nuclear material, and

b. The licensee may only implement the fixed site security provisions (Chapters 1-6)
after notifying the NRC at least 90 days before implementation begins. The
notice shall be made in writing to the Director, Division of Fuel Cycle Safety and
Safeguards, NRC Headquarters, with a copy to the Director, Division of Fuel
Facility Inspection, NRC Region Il

The licensee shall comply with the provisions of the physical protection plan titled



"Protection of Special Nuclear Material of Low Strategic Significance, Revision 2,"
submitted by letter dated May 26, 2004, and as it may be further revised in
accordance with the provisions of 10 CFR 70.32.

PRINCIPAL CONTRIBUTORS
Kevin M. Ramsey

Edward J. Johannemann, Il
Adelaide Giantelli
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