Options for Enhancing the Fuel Cycle Oversight Process

The U.S. Nuclear Regulatory Commission (NRC) staff has developed three options for
Commission consideration to enhance the fuel cycle oversight process (FCOP). This enclosure
provides descriptions of these options.

Option 1 is an FCOP that incorporates the concepts of cornerstones, a fuel cycle significance
determination process (FCSDP) and, in the performance assessment process, an action matrix
based on the results of the FCSDP. The oversight framework under Option 1 would apply to
licensees with an effective corrective actions program (CAP). A conceptual diagram of Option 1
is shown in Figure 1, and the elements of this option are described in pages 2 and 3.

Option 2 is an FCOP without cornerstones or an FCSDP. Traditional enforcement is used to
assess the severity level of inspection findings, and the action matrix is based on traditional
enforcement results. As with Option 1, the Option 2 oversight framework would apply to
licensees with an effective CAP. A conceptual diagram of Option 2 is shown in Figure 2, and
elements of this option are described in pages 5 and 6.

Option 3 is the current oversight process with minor or incremental improvements, such as
incorporation of an effective CAP and improvements to the licensee performance review
process. Because Option 3 is the current process, its elements are not described in this
enclosure. A diagram of the current process is shown in Figure 3.

Table 1, in page 9 of this enclosure, provides a summary of the differences among three
Options.

Enclosure 1



Description of Option 1
Cornerstones

Under Commission direction (i.e., the staff requirements memorandum to SECY-10-0031,
“Revising the Fuel Cycle Oversight Process,” dated August 4, 2010), the NRC staff developed
cornerstones that could be applied to the FCOP. The cornerstones would inform the NRC staff
about the important elements that need to be measured (i.e., objectives) in order to fulfill the
NRC’s mission. The NRC’s mission is to license and regulate the Nation’s civilian use of
byproduct, source, and special nuclear materials to ensure adequate protection of public health
and safety, promote the common defense and security, and protect the environment. In
Enclosure 2, the staff proposes two sets of cornerstones (hazards analysis based and
operations based) that could be applied to the FCOP.

Core Inspection Program

The NRC staff verifies through inspection that the cornerstone objectives are met. The core
inspection program contains inspection procedures that inspectors use to verify that licensees
or certificate holders are operating safely, securely, and in compliance with NRC regulations
and license or certificate conditions. Compliance with NRC regulations and license or certificate
conditions normally gives reasonable assurance that the NRC’s mission is fulfilled. The core
inspection program represents the minimum level of inspection to assess licensee or certificate
holder performance. As part of the enhancements to the FCOP, the cornerstones would be
used to risk-inform the inspection procedures in the current core inspection program.

Inspection Results

The NRC would screen inspection results to determine whether any criteria for traditional
enforcement apply. Traditional enforcement would be applied to issues associated with

(1) actual safety consequences, (2) the potential for impacting the NRC’s ability to perform its
regulatory function, or (3) willfulness. If the criteria for traditional enforcement do not apply to
the inspection result, the NRC would determine whether the result is a performance deficiency'.
If the inspection result is not a performance deficiency, NRC action would not normally be
warranted. If the inspection result is a performance deficiency, then the NRC staff would use a
screening process that includes a set of screening questions and examples to determine
whether the performance deficiency is greater than minor. If the performance deficiency is not
greater than minor, the minor performance deficiency would be handled by the licensee in its
CAP and would not normally be documented in the inspection report. If the performance
deficiency is greater than minor, then the performance deficiency would become an inspection
finding that would be processed through the FCSDP to assess its safety or security significance.

! Inspector Manual Chapter 0612 defines performance deficiency as, “An issue that is the result of a licensee not
meeting a requirement or standard where the cause was reasonably within the licensee’s ability to foresee and
correct, and therefore should have been prevented. A performance deficiency can exist if a licensee fails to meet a
self-imposed standard or standard required by regulation, thus a performance deficiency may exist independently of
whether a regulatory requirement was violated.” The staff notes that the performance deficiency definition is an
ongoing discussion with fuel cycle licensees.



Fuel Cycle Significance Determination Process

As described in Enclosure 3, the staff considered three conceptual types for an FCSDP
(qualitative, case-by-case, and probabilistic risk assessment-based) and recommends
developing the qualitative type FCSDP to assess the safety or security significance of inspection
findings in a more objective, predictable, and transparent manner than the current oversight
process. The results of the FCSDP would be categorized into four levels in accordance with
their safety or security significance. The significance levels are very low, low to moderate,
substantial, and high. The NRC Enforcement Policy would need to be further revised to
incorporate the FCSDP.

Performance Assessment Process

The FCSDP results would be considered in the performance assessment process. The
performance assessment process would include continuous and periodic reviews, a fuel cycle
action matrix, and consideration of the cross-cutting areas used in the Reactor Oversight
Process (informed by the Safety Culture Policy Statement). The fuel cycle action matrix would
contain predetermined NRC actions depending on the significance of inspection findings during
an evaluation period. Agency actions would include, but would not be limited to, supplemental
inspections. The categorization of the regulatory response from the fuel cycle action matrix
would serve as input to the continuous and periodic reviews. This would make the performance
assessment process more performance based, transparent, and predictable.

Supplemental Inspections

Supplemental inspections would be initiated based on past inspection findings that were
evaluated to have a low-to-moderate significance or greater using the FCSDP. The
supplemental inspections would be predetermined in accordance with the fuel cycle action
matrix. These inspections would provide more diagnostic inspections (cause-determining) of
identified problems and issues beyond the core inspections. The NRC staff would develop
supplemental inspection procedures (IPs) similar to IP 95001, 95002, and 95003.

Events and Reactive Inspections

Reactive inspections are initiated as a result of an event that had actual or potential safety
significance. The focus on reactive inspections is how the event affects the objectives of the
cornerstones. If there are inspection results, they would follow the same path as inspection
results from the core inspection program.

Generic Safety Issue Inspections

Generic safety issue inspections are initiated when it is determined that a safety issue
addressed in a bulletin, generic letter, Nuclear Energy Institute (NEI) initiative, or NEI program
requires inspection verification or follow-up. The agency would develop the procedures and
guidance for the inspection and issue them in a temporary instruction. If there are inspection
results, they would follow the same path as inspection results from the core inspection program.



Figure 1 — Conceptual Diagram of Option 1
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These elements are not new; however, these elements would be revised as part of the enhancements to the FCOP.
Informed by the Safety Culture Policy Statement.
This process would apply to licensees with an effective Corrective Action Program (CAP).

The criteria for traditional enforcement (TE) are the following: (1) actual safety consequences, (2) potential for impacting the NRC’s ability to perform its

regulatory function, and (3) willfulness.

If the inspection result is determined to have caused an actual safety consequence, it would be processed through the fuel cycle significance

determination process. For simplification purposes, this is not shown in the diagram.

NRC-identified inspection findings of very low safety or security significance would be dispositioned as noncited violations (NCVs) if the NRC has
determined that the licensee’s CAP is effective and the licensee meets the other conditions described in the Enforcement Policy.
In addition to the disposition of findings of very low safety or security significance as NCVs, the NRC would consider a licensee’s effective CAP in the

performance assessment process and following agency actions.
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Description of Option 2

Core Inspection Program

The core inspection program contains inspection procedures that inspectors use to verify that
licensees or certificate holders are operating safely, securely, and in compliance with NRC
regulations and license or certificate conditions. Compliance with NRC regulations and license
or certificate conditions normally gives reasonable assurance that the NRC’s mission is fulfilled.
The core inspection program represents the minimum level of inspection to assess licensee or
certificate holder performance. The NRC staff would use what was learned from the
cornerstone development effort to inform the core inspection program.

Inspection Results

The NRC would evaluate an inspection result to determine whether it is a performance
deficiency (defined on page 2). If the inspection result is not a performance deficiency, NRC
action would not be normally warranted. If the inspection result is a performance deficiency,
then the NRC staff would use a screening process that includes a set of screening questions
and examples to determine whether the performance deficiency is greater than minor. If the
performance deficiency is not greater than minor, the minor performance deficiency would be
handled by the licensee in its CAP and would not normally be documented in the inspection
report. If the performance deficiency is greater than minor, then the NRC would evaluate the
performance deficiency to determine if it is a violation of regulatory, license, or certificate
requirements. If the greater than minor performance deficiency is not a violation, then it would
be considered in the performance assessment process. If the greater than minor significance is
a violation, then it would be assessed for significance using the Enforcement Policy.

Enforcement

Section 6.2 of the NRC Enforcement Policy provides examples of making severity level
determinations of violations in fuel cycle operations for licensees with and without an integrated
safety analysis. The staff currently uses the Enforcement Policy to properly reflect the safety or
security significance of violations. To improve the predictability of this process, the staff plans to
issue an Inspector Manual Chapter. This new chapter would provide guidance to inspectors on
how to disposition violations in accordance with their safety significance.

Performance Assessment Process

The results of the severity level determination would be considered in the performance
assessment process. The performance assessment process would include continuous and
periodic reviews, a fuel cycle action matrix and consideration of the cross-cutting areas used in
the Reactor Oversight Process (informed by the Safety Culture Policy Statement). The fuel
cycle action matrix would contain predetermined NRC actions depending on the severity level of
violations during an evaluation period. Agency actions would include, but would not be limited
to, supplemental inspections. The categorization of the regulatory response from the fuel cycle
action matrix would serve as input to the continuous and periodic reviews. This would make the
performance assessment process more performance based, transparent, and predictable.



Supplemental Inspections

Supplemental inspections would be initiated based on past violations that were determined to
be above a yet-to-be-determined threshold. The supplemental inspections would be
predetermined in accordance with the fuel cycle action matrix. These inspections would provide
more diagnostic inspections (cause-determining) of identified problems and issues beyond the
core inspections. The NRC staff would develop supplemental IPs similar to IP 95001, 95002,
and 95003.

Events and Reactive Inspections

Reactive inspections are initiated as a result of an event that had actual or potential safety
significance. If there are inspection results, they would follow the same path as inspection
results from the core inspection program.

Generic Safety Issue Inspections

Generic safety issue inspections are initiated when it is determined that a safety issue
addressed in a bulletin, generic letter, NEI initiative, or NEI program requires inspection
verification or follow-up. The agency would develop the procedures and guidance for the
inspection and issue them in a temporary instruction. If there are inspection results, they would
follow the same path as inspection results from the core inspection program.



Figure 2 — Conceptual Diagram of Option 2
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Figure 3 — Diagram of Current FCOP
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¢ NRC-identified inspection findings of very low safety or security significance would be dispositioned as noncited violations if the NRC has
determined that the licensee’s corrective action program is effective and the licensee meets the other conditions described in the Enforcement
Policy.



Table 1 — Differences among the Three Options for Enhancing the FCOP

Option 1 Option 2 Option 3
Credit for Yes Yes Yes
Effective
Corrective Action
Programs
Cornerstones Hazards analysis No cornerstones No cornerstones
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cross-cutting areas

use of cross-cutting
areas

improvements

Supplemental

Based on action

Based on action matrix;

Based on LPR (no

Inspections matrix; develop develop supplemental changes from current
supplemental IPs IPs similar to IP 95001, program)
similar to IP 95001, 95002, and 95003
95002, and 95003
Reactive Focused on No changes from current | No changes from
Inspections cornerstone objectives | program current program

Generic Safety
Issue Inspections

No changes from
current program

No changes from current
program

No changes from
current program





<<
  /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


