UNITED STATES
NUCLEAR REGULATORY COMMISSION
REGION II
SAM NUNN ATLANTA FEDERAL CENTER
61 FORSYTH STREET, SW, SUITE 23T85
ATLANTA, GEORGIA 30303-8931

September 8, 2008

Mr. D. B. Ferguson, Jr.
President & CEO

Nuclear Fuel Services, Inc.
P. O. Box 337, MS 123
Erwin, TN 37650

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

Dear Mr. Ferguson:

The NRC Region Il and Headquarters staffs completed a review of the Nuclear Fuel Services,
Inc.’s (NFS) inspection results and performance in conducting NRC licensed activities. The
review evaluated performance during the period of January 1, 2008, through July 5, 2008. This
letter and the enclosure provide the results of our review, and will be used as a basis for
establishing the NRC oversight program for your facility.

During this review period, NFS continued to maintain safety and security for its workers and the
public. NRC noted an improvement in procedural compliance for this assessment period due to
the reduced number of procedural violations identified. However, violations were identified this

period and NFS management should continue their improvement efforts in this area, particularly
in regard to adherence to engineering procedures.

NFS management’s attention and corrective actions on procedural compliance issues,
especially the implementation of the new configuration management program, has
demonstrated to the NRC that these isolated examples do not constitute a continuation of the
previous areas needing improvement. However, NFS management should continue to strive to
improve their safety performance.

In addition, the Confirmatory Order issued February 21, 2007, required NFS to conduct an
independent safety culture assessment and execute a plan for implementing the assessment
findings. NRC recognizes the significant effort expended by NFS to meet the conditions of the
Confirmatory Order and emphasizes the need for NFS management to maintain focus on this
effort to ensure a successful outcome.
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Based on the above Order, NRC will monitor your performance through the next review period
using an expanded inspection schedule. The inspection schedule will be augmented with
special safety culture improvement plan implementation inspections, a configuration control
program implementation verification inspection, and operational readiness reviews of new
processes. The NRC will conduct the next LPR in approximately nine months, which should
coincide with the completion of these inspection goals.

The results of our performance review will be discussed with you at a meeting open to the public
on October 2, 2008. During the meeting, we expect you to provide your perspective on the
facility’s performance in the five major program areas described in the enclosure, including any
specific actions you have taken, or plan to take, to continue to improve the safety performance
of the facility. In that regard, the NRC invites you to provide any insights from your
implementation of the safety culture improvement plan.

In accordance with 10 CFR 2.390 of NRC'’s “Rules of Practice,” this document may be accessed
through the NRC'’s public electronic reading room, Agency-Wide Document Access and
Management System (ADAMS) on the Internet at http://www.nrc.gov/reading-rm/adams.html.

Questions and comments about NRC’s review of NFS’ performance should be referred to
Mr. Charles Payne, Chief, Fuel Facility Inspection Branch 1who can be reached by telephone at
404-562-4711, or email at charlie.payne@nrc.gov.

Sincerely,
Michael Layton for /RA/

Joseph W. Shea, Director
Division of Fuel Facility Inspection

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

Enclosure: Licensee Performance Review
- Summary Outline

cc w/encl:

B. Marie Moore, Vice President, Safety and Regulatory Management
Nuclear Fuel Services, Inc.

P. O. Box 337, MS 123

Erwin, TN 37650

Timothy Lindstrom, General Manager
Nuclear Fuel Services, Inc.

P.O. Box 337, MS 123

Erwin, TN 37650

cc w/encl: (Cont'd on page 3)
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(cc w/encl: cont’d)

L. Edward Nanney, Director

Division of Radiological Health

Tennessee Dept. of Environment & Conservation
L&C Annex, Third Floor

401 Church Street

Nashville, TN 37243-1532

William D. Lewis, Mayor

Town of Erwin

211 N. Main Avenue

P.O. Box 59
Erwin, TN 37650

Gregg Lynch, Mayor

Unicoi County
P. O. Box 169
Erwin, TN 37650

Johnny Lynch, Mayor

Town of Unicoi
Unicoi, TN 37692
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LICENSEE PERFORMANCE REVIEW
NUCLEAR FUEL SERVICES, INC. (NFS)
ASSESSMENT PERIOD: January 1, 2008 to July 5, 2008

The following is a summary of the performance of NFS in the conduct of NRC licensed
activities.

PERFORMANCE AREA: SAFETY OPERATIONS
This area is comprised of nuclear criticality safety (NCS), fire safety, and plant operations.

Program Areas Needing Improvement

e No specific areas needing improvement were identified in Safety Operations. The non-
compliances noted in safety operations were isolated, and corrective actions were
adequate.

» Failure to implement surveillance procedures according to procedure for criticality
safety controls. Specifically, the licensee did not adequately verify the presence of
process pipe sleeves (an item relied on for safety (IROFS)) for fire wall penetrations.
Several of the pipe sleeves were concealed in a fire retardant material and could not
be verified to be present. (Violation (VIO) 70-143/2008-001-02, NRC Event #43937)

» Failure to adequately demonstrate subcritical margin for routine and expected
abnormal conditions associated with the centrifuge bowl cleaning station.
Specifically, transfer of bowls from the centrifuge station to the bowl cleaning station
was not adequately controlled to assure subcritical margin as described in the
nuclear criticality evaluation. (VIO 70-143/2008-202-01)

PERFORMANCE AREA: SAFEGUARDS

This area is comprised of material control and accounting, physical protection, and classified
material and information security.

Program Areas Needing Improvement

e No specific non-compliances were identified in safeguards this period, therefore, no
areas needing improvement were identified.

Enclosure
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PERFORMANCE AREA: RADIOLOGICAL CONTROLS

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

Program Areas Needing Improvement

e No specific areas needing improvement were identified in radiological controls. The
examples identified below were isolated and of low safety significance.

» Two examples of failure to follow radiological control procedures involving the
donning and removal of personal protective equipment in the controlled area were
identified. (VIO 70-143/2008-001-03)

PERFORMANCE AREA: FACILITY SUPPORT

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

Program Areas Needing Improvement

e No specific areas needing improvement were identified in Facility Support. Although
several low safety significant examples were noted this period, NRC recognizes that
NFS management has begun implementing significant improvements to the modification
control program.

» Three examples of failing to follow procedures related to modifications were
identified. Example one involved the failure to document and assess the removal of
a safety control (designated as an IROFS) that minimizes the chances of an
asphyxiation hazard. Example two was the failure to properly assess equipment
requirements, which led to the installation of a pump that could not adequately
perform the process function. Example three was the failure to revise procedures
and conduct training prior to implementing an equipment change. (VIO 70-143/2008-
002-01)

PERFORMANCE AREA: SPECIAL TOPICS
This area is comprised of safety licensing and safety culture improvement plan implementation.

Program Areas Needing Improvement

e No specific areas needing improvement were identified in Special Topics.
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