September 30, 2008

MEMORANDUM TO: Chairman Klein
Commissioner Jaczko
Commissioner Lyons
Commissioner Svinicki

FROM: R. W. Borchardt /RA Martin Virgilio for/
Executive Director for Operations

SUBJECT: STATUS OF NRC’S AGREEMENT WITH THE DEPARTMENT OF
ENERGY FOR THE NUCLEAR MATERIALS MANAGEMENT
AND SAFEGUARDS SYSTEM

On August 4, 2008, | forwarded a request to you for approval for staff to proceed with an
acquisition for the Nuclear Materials Management and Safeguards System (NMMSS). In your
August 29, 2008, response to me, you approved staff proceeding with the requested acquisition
and also authorized staff to extend the current agreement, with the U.S. Department of Energy
(DOE), for NMMSS work, until December 31, 2008.

The purpose of this memo is to inform you of some developments in DOE’s efforts to transition
the operational contract for NMMSS work from NAC International to a new contractor.

On September 12, 2008, DOE met with U.S. Nuclear Regulatory Commission (NRC) staff and
informed the staff of its decision to terminate its contract with NAC International, for NMMSS
operations, on September 30, 2008. DOE informed NRC that it had not entered into a contract
for the operations of the NMMSS work at DOE’s Germantown, Maryland, complex. DOE had
decided that it would transfer NMMSS operations to DOE’s Savannah River Site in Aiken, South
Carolina. DOE is expected to announce to the NMMSS users that the database is being
moved and will not be operational between September 26 and restart, which may be as late as
October 13, 2008. At the September 12t meeting, DOE informed NRC staff that it anticipates
that NMMSS operations will be performed at the Savannah River Site until early calendar year
2009 and then transferred to the DOE Germantown, Maryland, site.

NRC staff is initiating a conflict-of-interest review of this transfer of operations to DOE'’s
Savannah River Site. If a potential conflict is identified, staff will notify the Commission.
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