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

August 14, 2009

Mr. David Kudsin
President

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. Kudsin:

The NRC has completed a review of the performance of Nuclear Fuel Services in conducting
NRC licensed activities for the period of July 6, 2008, through April 5, 2009. 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. Details regarding the safeguards portion of the review are
documented in a separate letter marked Official Use Only due to the sensitive nature of the
information.

During this review period, the NFS facility was operated in a manner that adequately protected
the health and safety of the workers and the public. With regard to routine site operations,
based on our review of the inspection and enforcement record for this period, the NRC identified
that additional management attention is needed to ensure that procedures used at the facility
are written in a manner to reduce the potential for human error. The NRC recognizes that
human performance issues such as this are included in the NFS Safety Culture Improvement
Plan which was developed consistent with terms of the Confirmatory Order issued February 21,
2007; however, the findings from this period indicate that additional effort to improve the
adequacy of procedures is warranted.

The NRC conducted additional inspections to assess the effectiveness of implementation of the
NFS Safety Culture Improvement Plan. The additional inspections included a review of the
implementation of the Safety Culture Improvement Plan within the Blended Low Enriched
Uranium Preparation Facility in January 2009 and within the security organization in February
2009. The NRC also inspected the NFS problem identification and resolution (PI&R) program in
May 2009.
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Based on the results of the aforementioned inspections, the NRC has observed progress in the
implementation of your safety culture improvement plan. The results of the January 2009 and
February 2009 inspections indicated that NFS continues to implement the activities in its plan.
The results of the PI&R inspection revealed improvement in certain elements of the NFS
corrective action program including the willingness of employees to identify problems. However,
the PI&R inspection also showed opportunities to improve certain aspects of your corrective
action program including the consistency and thoroughness of evaluations, the consistency of
extent of condition reviews and the effectiveness of corrective actions.

In addition, during the March 18, 2009 public meeting on safety culture improvement activities,
NFS presented information regarding its effort to measure the improvement of the different
aspects of safety culture at the site. While we acknowledge the NFS commitment, under the
terms of the February 2007 Confirmatory Order, to conduct a second independent outside
assessment of its safety culture, the NRC encourages NFS to develop comprehensive
management measures of safety culture performance to provide a foundation for long term
sustained improvement.

The NRC intends to continue to perform inspections to assess the completion of improvement
plan activities. Of note, the NRC intends to conduct an additional PI&R inspection in the first
quarter of 2010. The NRC also intends to independently assess the health of safety culture at
the site. These actions will contribute to the NRC’s consideration of modifying the terms of the
February 2007 Confirmatory Order. The NRC will conduct the next LPR in approximately nine
months.

The results of NRC’s performance review will be discussed with you in two meetings on
September 24, 2009. One meeting will be open to the public to discuss the non-safeguards
related portion of the review. The other meeting will be closed to the public to discuss the
safeguards-related portion of the review. During these meetings, we expect you to provide your
perspective on the facility’s performance in the program areas described in the enclosure,
including any specific actions you have taken, or plan to take, to improve the safety
performance of the facility.

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 1, at 404-562-4711.

Sincerely,
IRA/
Joseph W. Shea, Director

Division of Fuel Facility Inspection

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

Enclosure: (See page 3)
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Enclosure: Licensee Performance Review
- Summary Outline

cc w/encl:

Timothy Lindstrom

Vice President, Operations
Nuclear Fuel Services, Inc.
Electronic Mail Distribution

B. Marie Moore

Director

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

Distribution w/encl: (See page 4)
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LICENSEE PERFORMANCE REVIEW
NUCLEAR FUEL SERVICES, INC. (NFS)
ASSESSMENT PERIOD: July 6, 2008 to April 5, 2009

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 protection, and plant operations.

Program Areas Needing Improvement

The findings for this period indicate that additional efforts to reduce human error are
warranted, such as pre-job briefings, self and peer checking. In addition, the findings
indicate that certain procedures do not ensure the necessary reliability and availability of
administrative items relied on for safety (IROFS). Without appropriate administrative
controls, operators are placed in failure-prone situations.

The licensee mistakenly opened a valve that allowed the transfer of solution to
the waste treatment facility, by-passing the IROFS requiring sampling prior to
discharge. In addition, on two other occasions, operators failed to close a valve
following and prior to transfers of material. Both these actions resulted in an
overflow of material that resulted in the use of the glove box drains. The glove
box drains are IROFS, and NRC’s expectation is that IROFS are not routinely
challenged by process upsets. (VIO 70-143/2008-004-01)

The licensee failed to inspect fire dampers identified as IROFS for two inspection
periods. The requirement to inspect the fire dampers was specified in the fire
protection procedures; however, due to a communication error, the maintenance
department’s procedures were not updated to include the inspection of the fire
dampers. (VIO 70-143/2008-003-02)

The licensee’s safety program failed to ensure the effectiveness of the
combustible control program inspections identified as an IROFS for the 310
Warehouse. Licensee procedures addressed inspection requirements
associated with combustible loading limits for the 310 Warehouse, however,
procedural controls were not adequate to prevent repeated occurrences of
excessive combustible loading. (VIO 70-143/2009-008-02)

PERFORMANCE AREA: RADIOLOGICAL CONTROLS

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

Program Areas Needing Improvement

No specific areas needing improvement were identified in radiological controls.

Enclosure



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.

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.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket true
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /UseDeviceIndependentColor
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages false
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [300 300]
  /PageSize [612.000 792.000]
>> setpagedevice


