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

December 19, 2008

Mr. Dwight Ferguson

President

Nuclear Fuel Services, Inc. (NFS)
P. O. Box 337, MS 123

Erwin, TN 37650

SUBJECT:  NFS’ STATUS OF COMPLIANCE WITH THE FEBRUARY 21, 2007
COMFIRMATORY ORDER AND FUTURE INSPECTION VERIFICATION

Dear Mr. Ferguson:

This letter refers to your letters dated May 15, 2008 and October 9, 2008, which included the
independent safety culture assessment (ISCA) report, the NFS safety culture improvement plan,
and your response to our questions concerning them. The NFS Safety Culture and
Configuration Management Improvement Oversight Panel (Panel) has completed its review and
assessment of the submittals. Based on the specific conditions of the February 21, 2007
Confirmatory Order (Order), the Panel has determined that NFS continues to meet the
conditions of the Order.

The Panel’s evaluation of the ISCA report showed that the assessment provided an adequate
measure of the status of safety culture at the facility. In addition, the ISCA report provided a
detailed series of recommendations to improve the safety culture at the facility. Using the
recommendations as a basis, the Panel reviewed NFS’ safety culture improvement plan (Plan)
for implementing these recommendations. The Panel determined that the Plan identified
actions, and a schedule, with each of the recommendations from the ISCA report. Also, the
Panel noted that the Plan included performance-based metrics that will be used to measure the
success of the program. The Panel recognizes that the Plan contained only a high level
overview of the actions and limited supporting information on the details of the actions that
would be taken. Therefore, on-site inspection of these actions is needed to provide the specific
details on the implementation of the Plan’s activities and associated metrics.

As stated during the October 2, 2008 Licensee Performance Review, the Panel will be
organizing a comprehensive series of team inspections that will be used to independently verify
the implementation of the safety culture-related actions of the Plan as described below. The
inspections represent activities above and beyond the core inspection program and are critical
to determine NFS’ continued compliance with the Order. Each inspection will consist of a multi-
discipline review of specific areas of the plant and evaluated with regard to the ISCA
recommendations and the Plan’s action items relative to the safety culture components (defined
in Regulatory Issue Summary 2006-13). These team inspections will consist of approximately
four to five inspections which will be conducted during 2009.
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The first team inspection (currently planned for late January 2009) will be a detailed operations,
maintenance and radiation protection review of activities in Building 333. As part of this review,
the team will verify completion and effectiveness of actions from the NFS Plan. The second
inspection (currently planned for first quarter 2009) will involve a review of security and
safeguards activities as they relate to items from the Plan.

As the central portion of this series of inspections, the Panel has decided to conduct a corrective
action program inspection. The team will use Inspection Procedure 71152, “Identification and
Resolution of Problems,” for guidance in conducting this inspection activity. The inspection will
be a two-week site visit by approximately six inspectors to conduct a detailed review and
assessment of your Problem Identification Resolution Correction System (PIRCS). The Panel
decided to implement this inspection due do the critical role the corrective action system has
with regard to safety culture. Currently, this inspection is anticipated to be performed within the
late March to early April 2009 timeframe.

In addition, during this elevated inspection period, the resident inspectors will be attending NFS’
monthly meetings throughout this period to obtain a more detailed view and understanding of
NFS’ action with regard to implementation. The resident inspectors will also be tasked to obtain
information on any specific questions Panel members may have regarding the NFS safety
culture improvement initiative.

Specific details and dates for the remainder of the team inspections will be communicated to
your staff upon confirmation. The Panel feels the above inspection outline will provide important
oversight of your safety culture improvement efforts and compliance with the Order.

Should you have any questions concerning this letter, please contact me.
Sincerely,
/RA/

D. Charles. Payne, Chief
Fuel Facility Inspection Branch 1
Division of Fuel Facility Inspection

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

CC:
Timothy Lindstrom
General Manager
Nuclear Fuel Services, Inc.
Electronic Mail Distribution

(Cc: Cont’d on page 3)



D. Ferguson

B. Marie Moore

Vice President

Safety and Regulatory Management
Nuclear Fuel Services, Inc.
Electronic Mail Distribution

Lawrence E. Nanney

Director

TN Dept. of Environment & Conservation
Electronic Mail Distribution

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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