June 17, 2010

Mr. William M. Arnold
President

Century Industries
P.O. Box 17084
Bristol, VA 24209

SUBJECT: CONFIRMATORY ACTION LETTER (CAL) No. NMSS-2010-001
Dear Mr. Arnold:

On February 23 and 24, 2010, a U.S. Nuclear Regulatory Commission (NRC) team performed
an announced inspection of Century Industries (Cl) at its manufacturing facility in Bristol,
Virginia. The inspection was performed to assess Cl’'s compliance with 10 CFR Part 71,
Subpart H, and assess the status of CI’s implementation of their NRC-approved Quality
Assurance (QA) program in the functional areas of QA program management, design control,
fabrication, and maintenance, in preparation for CI's request to become a 10 CFR Part 71
Certificate of Compliance (CoC) holder for subsequent fabrication of Versa-Pac 55 and 110
packagings to be used within the United States. The NRC inspection team terminated the
inspection early because it was apparent that, except for the area of design control, CI did not
implement effective programmatic controls in the functional areas of QA program management,
fabrication, and maintenance.

On March 26, 2010, NRC issued Inspection Report (IR) 71-0947/2010-201 (ADAMS Accession
No.: ML100880204) which documented the team’s observations. The extent and nature of
problems that were identified during the limited-scope inspection raised concerns about Cl's
implementation of its QA program. Specifically, the team identified numerous instances where
Cl’'s QA program was not properly implemented. The team assessed that some of the activities
currently performed would not provide the independence required to meet the requirements of
10 CFR Part 71 in regard to quality assurance independence. In particular, the team identified
that most activities directly involved a single individual (Cl President) and were essentially part
of the overall operation of Cl. The inspection occurred before any packages were
manufactured, thus, no safety concerns were identified.

As stated in the IR, NRC was concerned about CI’s ability to effectively implement
programmatic controls in the functional areas of its QA program that formed the basis for NRC
approval of the program description. Therefore, the NRC notified you on March 30, 2010, of our
intent to schedule a meeting with you to discuss these concerns. On April 14, 2010, you
participated in a management meeting with the Spent Fuel Storage and Transportation (SFST)
office to discuss these concerns and to present your corrective actions taken to date (ADAMS
Accession No.: ML101170559). As a result of that meeting, and pursuant to the telephone
conversation between you and Doug Weaver, Deputy Director, SFST, on June 15, 2010, it is
our understanding that you will take the following actions:
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1. Provide a schedule for completion of corrective actions; hire an interim QA manager and
purchasing agent; review records to ensure that all non-conformances have been
properly documented and recorded into a non-conformance accountability log; complete
a full review of Standard Operating Procedures (SOPs); update your Approved Vendors
List (AVL) to include appropriate vendor qualifications prior to services being rendered;
conduct an internal audit; evaluate the need to have welders qualified to the American
Welding Society standards as part of the ClI’s qualification process; and ensure that
customer QA staff will be on site during key functional activities associated with the
package fabrication to assure that each package conforms with the regulations of 10
CFR Part 71.

2. Obtain the services of an independent QA auditor to assess whether CI’'s QA program
meets and is implemented in accordance with the requirements of Subpart H of 10 CFR
Part 71. Once the audit is completed, you will provide the NRC a copy of the audit and
attach a letter describing your plan, with completion dates, for addressing any audit
deficiencies.

3. Notify the NRC for the purposes of a re-inspection upon completion of the actions called
forin items 1 and 2. CI will not fabricate any packages until such time as the NRC
completes a re-inspection. Additionally, Cl must indicate to the NRC that it has
addressed all of the inspection findings as well as any subsequent internal audit
deficiencies.

4. Provide a production schedule for the Versa-Pac packagings for the purposes of the
NRC to conduct an inspection of actual fabrication processes to assure adequate
implementation of your QA program.

Packagings may be released and used for shipment of licensed material upon completion of the
above actions for that package. Additionally, as part of your confirmatory actions, the NRC
requests that you provide a copy of your first completed production package Certificate of
Conformance. The Certificate of Conformance that you send to the NRC shall include a cover
letter, signed by you, under oath and affirmation, stating that the package is in full compliance
with your NRC-approved Quality Assurance (QA) program, Certificate of Compliance (CoC),
and with the regulations in 10 CFR Part 71.

Pursuant to 10 CFR 71.39, you are required to:

1) Notify us immediately if your understanding differs from that set forth above;
2) Notify us if for any reason you cannot complete the actions; and
3) Notify us in writing when you have completed the actions addressed in this Confirmatory

Action Letter.

These notifications should be made to Mr. David Pstrak, Branch Chief, Rules, Inspections, and
Operations Branch, Division of Spent Fuel Storage and Transportation, Office of Nuclear
Material Safety and Safeguards.

Issuance of this Confirmatory Action Letter does not preclude issuance of an order formalizing
the above commitments or requiring other actions on the part of the Certificate Holder; nor does
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it preclude the NRC from taking enforcement action for violations of NRC requirements that may
have prompted the issuance of this letter. In addition, failure to take the actions addressed in
this Confirmatory Action Letter may result in enforcement action.

In accordance with 10 CFR 2.790 of the NRC's "Rules of Practice," a copy of this letter and your
response will be placed in the NRC Public Document Room (PDR). To the extent possible, your
response should not include any personal privacy, proprietary, or safeguards information, so
that it can be placed in the PDR without redaction. If personal privacy or proprietary information
is necessary to provide an acceptable response, then please provide a bracketed copy of your
response that identifies the information that should be protected and a redacted copy of your
response that deletes such information. If you request withholding of such material, you must
specifically identify the portions of your response that you seek to have withheld and provide in
detail the bases for your claim of withholding (e.g., explain why the disclosure of information will
create an unwarranted invasion of personal privacy or provide the information required by 10
CFR 2.790(b) to support a request for withholding confidential commercial or financial
information). If safeguards information is necessary to provide an acceptable response, please
provide the level of protection described in 10 CFR 73.21.

Sincerely,

IRA/

Vonna Ordaz, Director
Division of Spent Fuel Storage and Transportation
Office of Nuclear Material Safety

and Safeguards

Docket Nos. 71-0947 and 71-9342
TAC No. L24365
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