October 8, 2010

MEMORANDUM TO: Chairman Jaczko
Commissioner Svinicki
Commissioner Apostolakis
Commissioner Magwood
Commissioner Ostendorff

FROM: Catherine Haney, Director IRA/ D. Dorman for
Office of Nuclear Material Safety
and Safeguards

SUBJECT: PROGRESS ON STAFF ACTIVITIES RELATED TO THE FUEL
CYCLE OVERSIGHT PROCESS

The purpose of this memorandum is to inform the Commission of the staff’s plans for
implementing Staff Requirements Memorandum (SRM) M100429 and the SRM for
SECY-10-0031, “Revising the Fuel Cycle Oversight Process.”

Following the staff briefing on revising the fuel cycle oversight process (FCOP) on April 29,
2010, the Commission directed staff to prepare a concise paper comparing integrated safety
analyses (ISAs) for fuel cycle facilities and probabilistic risk assessments (PRAs) for reactors,
including a critical evaluation of how ISAs differ from PRAs (SRM-M100429). The Commission
directed staff to submit this comparison paper to the Advisory Committee on Reactor
Safeguards (ACRS) for review by October 29, 2010. The SRM further directed the staff to
report back to the Commission on whether the production of this report places a significant
resource impact on the staff and necessitates an appropriate extension of time.

In the SRM for SECY-10-0031, the Commission disapproved the staff’'s plans for a
comprehensive revision to FCOP. Instead, the Commission directed the staff to do the
following:

e Continue to look for ways to improve stakeholder and licensee communication, especially
with respect to the current assessment of licensee performance.

o Make modest adjustments to the existing oversight program to enhance its effectiveness
and efficiency, including providing incentives for licensees to maintain a strong corrective
actions program (CAP).
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o Develop a set of cornerstones and, once this and the ISA/PRA comparison paper were
complete, provide the Commission with an assessment of the work accomplished and
recommendations for next steps.

Additionally, in SRM-SECY-09-0190, the Commission directed the staff to propose revisions to
the NRC Enforcement Policy to provide fuel cycle licensees with credit for an effective CAP.
The staff plans to incorporate this provision in the next revision to the Enforcement Policy by
May 10, 2012. This approach will include developing criteria for an acceptable CAP, drafting
inspection procedures, developing and conducting staff training, and identifying and
coordinating changes to the Enforcement Policy.

Consistent with the Commission’s direction, the staff plans to take a coordinated and integrated
approach that also engages stakeholders to gain their insights and develop recommendations
for next steps.

The staff has developed a draft ISA/PRA comparison paper. The Nuclear Energy Institute (NEI)
has requested a public meeting to discuss the use of ISAs and PRAs for fuel cycle facilities.
Additionally, in a letter dated June 4, 2010, General Electric Hitachi Nuclear Energy (GEH)
submitted a technical paper for the staff’'s “use in addressing the Commission’s SRM.” Although
GEH submitted the paper for information only, it indicated its interest in contributing to the staff’s
ISA/PRA comparison. More recently, NEI submitted a white paper, dated September 10, 2010,
on the appropriateness of using ISAs for fuel recycling facilities.

ACRS staff agreed that it would be beneficial to discuss the ISA/PRA comparison paper with
stakeholders in a public forum to reveal any significant stakeholder insights before the staff
formally submits the paper to ACRS.

Consequently, the staff will release a publicly available draft ISA/PRA comparison paper in
October and will conduct a public meeting in November on the comparison to gain industry and
other stakeholder insights. The staff plans to submit the paper, revised as appropriate, to ACRS
by December 15, 2010. The staff plans to present the paper to the ACRS subcommittee in
January 2011 and then to the full Committee in February 2011. The staff will incorporate the
ACRS comments, finalize, and submit the paper to the Commission expeditiously thereafter.
The staff will request an extension through normal procedures to reflect the revised approach
that supports earlier stakeholder engagement.

Concurrently, the staff is developing cornerstones consistent with the Commission’s direction in
the SRM for SECY-10-0031. As part of this development, the staff plans to meet with
stakeholders to gain their perspectives. The staff will then integrate the knowledge gained from
the ISA/PRA comparison and the cornerstone development to provide recommendations for the
next steps. The staff plans to complete these tasks and provide recommendations to the
Commission by July 2011.

By engaging stakeholders before formal ACRS review, the staff plans to develop higher quality
and better informed recommendations. Implementation of this approach will allow the NRC
enforcement actions and assessment of licensee performance to focus on more risk-significant
activities than those of very low safety or security significance.
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The Office of the General Counsel has reviewed this memorandum and has no legal objection.
The Office of the Chief Financial Officer has reviewed this memorandum and has determined
that there is no financial impact. This proposal is consistent with the budgeted resources.

cc: SECY
OGC
OCA
OCFO
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