September 15, 2010

MEMORANDUM TO: Doug Weaver, Deputy Director
Licensing and Inspection Directorate
Division of Spent Fuel Storage and Transportation, NMSS

FROM: Pierre Saverot, Project Manager /RA/
Licensing Branch
Division of Spent Fuel Storage and Transportation, NMSS

SUBJECT: SUMMARY OF SEPTEMBER 13, 2010, MEETING WITH
CENTURY INDUSTRIES

Background

On February 23 and 24, 2010, the U.S. Nuclear Regulatory Commission (NRC) staff
performed an inspection of the implementation of Century Industries (Cl) Quality Assurance
(QA) program (Inspection Report No. 71-0947/2010-201, ADAMS Accession

No.: ML100880204) and concluded that Cl had not effectively implemented controls in
significant portions of the functional areas of its QA program. Staff issued Confirmatory
Action Letter (CAL) No. 2010-001. On July 20-23, 2010, staff conducted a second
inspection (Inspection Report No. 71-0947/2010-202) and noted examples of continued lack
of adherence to procedures in the area of personnel qualification, ineffective corrective
actions, and procedural contradictions. Although no single deficiency represents a
significant adverse condition, CI’s continued non-compliance with certain aspects of its QA
program remains a concern. As such, Cl continues to be restricted from conducting
fabrication activities until it has fully demonstrated its 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.

The purpose of the meeting was to provide CI with an opportunity to discuss the reasons for
the inadequate implementation of its NRC approved QA program, and the actions it has
taken to assure its full and proper implementation prior to packaging fabrication.

Discussion

Staff stated that it is committed to re-inspect Cl with the emphasis to include a final
regulatory compliance determination on the overall implementation of its QA program. Staff
stated that it will let “facts speak for themselves” with the possibility of the need for
enforcement actions, should ClI fail a third inspection.

Staff stated it was concerned by the apparent slow progress and that Cl could have resolved
issues found during the inspections more quickly by obtaining a more efficient support from
its staff, hiring additional personnel, or consulting with other companies that have
successfully implemented similar QA programs.
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Staff expressed concerns over the lack of customer involvement in the implementation of
Cl’'s QA program, i.e., there was no objective evidence that customers are involved or have
performed audits before fabrication contract award.

Overall, Cl acknowledged the significant breakdown in the implementation of its QA program
due to the lack of adequate personnel and the lack of clear independence and separation
between functions. CI has hired an interim QA manager (and will look at someone else for a
permanent position), and has also now a separate production supervisor, with purchasing
responsibilities conducted by a third individual. CI has revamped its purchasing procedures,
simplified and streamlined others, completed a full review of its Standard Operating
Procedures (SOPs) and retrained shop floor personnel.

Regarding the role of its customers, Cl stated that: (i) DOE, which placed an initial order for
120 packages, came in for a cursory programmatic review without discussing the results and
will re-schedule a full audit, (ii) Babcock & Wilcox Nuclear Operations Group (B&W NOG)
started the audit process by auditing the functionality of the ClI's QA program, assessing
control of records, visiting most of the sub-tier suppliers and will re-audit at the time of
fabrication of their packages, and (iii) NFS came in a few months ago, left a copy of their
findings to which Cl has already responded.

Cl explained that it has streamlined and simplified its overall operating procedures to
include: (i) indoctrination and training of production and inspection personnel, (ii)
qualification process for welders, (iii) the services of a Nondestructive, Level lll, examiner,
(iv) updated records to ensure that all non-conformances have been properly documented
and appropriately dispositioned, (v) completion of a full review and enhancement of its
SOPs, as applicable, (vi) updated fabrication drawings, and (vii) conduction of a series of
new qualification tests. Staff reviewed the main observations noted in CI's “Quality
Assurance Status Report” (Enclosure 2) and said that, although it was premature to
comment on the completeness of all actions, Cl presented a good overview of the actions
taken to date. However, as part of Cl’s corrective actions, the staff noted a continuing
concern in the areas of supplier audits and inspector qualifications: (i) although listed on ClI’s
Approved Vendors List, an engineering service contractor had still not been audited, and (ii)
incomplete training and qualification records of a contracted ASNT-TC-1A, Level lll,
examiner.

Staff asked if Cl considered having an outside agency performing re-audits of its program.
Cl responded that obtaining the services of an individual qualified to make expert judgment
on a Part 71 program is near to impossible in the timeframe that Cl had to “turn things
around.” ClI also explained that a new QA manager could not be brought in until fabrication
begins because of financial constraints. Cl said that it has significantly enhanced the quality
of its QA program, since the previous two inspections, and that it is ready for re-inspection
and production. In response, staff stated that cost and schedule pressures are not factors
when determining the frequency of NRC inspections. Staff indicated that a re-inspection
may be scheduled for September 28-30, 2010.

In the interim, Cl has requested authorization to proceed with the initial fabrication of sub-
assembly components prior to the re-inspection. Staff indicated that this would be a
departure from the CAL which explicitly states that “Cl will not fabricate any packages until
such time as the NRC completes a re-inspection.” Staff is still concerned about Cl’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.
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No regulatory commitments were made during this meeting.

Docket No. 71-9342
TAC No. L24467

Enclosures:

1. List of Meeting Attendees

2. Century Industries Letter, “Quality Assurance Status Report — Meeting — Dated
September 13, 2010”
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Meeting Between CENTURY INDUSTRIES and the
Nuclear Regulatory Commission
September 13, 2010
Meeting Attendees

NRC/NMSS/SFST
Doug Weaver 301-492-3305
Dave Pstrak 301-492-3299
Ray Wharton 301-492-3316
Earl Love 301-492-3170
Eric Benner 301-492-3294
Pierre Saverot 301-492-3408
William Allen 301-492-3148

CENTURY INDUSTRIES

Mike Arnold 423-646-1864

Enclosure 1
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