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Re:

Dear Mr. Holody:

Superior Tube Company, Inc. ("Superior Tube"), a Pennsylvania corporation
headquartered in Collegeville, Pennsylvania, submits to the United States Nuclear Regulatory
Commission ("NRC") this voluntary self-disclosure of apparent violations of 10 C.F.R. Part 110.

Superior Tube is a manufacturer of high-precision, small diameter metal tubing used
primarily in highly engineered applications in the nuclear, aerospace, medical and durable goods
markets. Itis disclosing as violations a failure to meet the reporting requirements that are a
condition of reliance upon the export general license at 10 C.F.R. § 110.26, and the export of
certain products that were temporarily re-exported by Superior Tube's customer to a destination
that does not qualify for the general license (and later returned to Canada). As explained below,
these violations were inadvertent and we do not believe they have resulted in harm to the U.S.
national security.

This self-disclosure follows an investigation by the undersigned counsel of the facts and
circumstances surrounding the apparent violations, including interviews of persons with
knowledge and a review of relevant documents. A certification by Superior Tube of the
accuracy of the information contained in this disclosure is included.

I. The Violations

Superior Tube discloses apparent violations of two types:

A. Failure to file reports required as a condition of reliance upon the general
license at 10 C.F.R. § 110.26.

Superior Tube has identified certain exports of tubes for use in nuclear reactors from
2008 to the present that qualified under the general license in 10 C.F.R. § 110.26, but for which
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Superior Tube did not timely file annual reports as required by 10 C.F.R. §§ 110.26(e) and
110.54. These include exports of (1) zirconium alloy, nickel alloy, and stainless steel tubes to
customer Mirion Tech, Inc. in Canada; (2) zirconium alloy tubes to customer Zircatec Precision,
Inc. in Canada; (3) stainless steel tubes to customer Kepco Nuclear Fuel Co., Ltd. in South
Korea; and (4) zirconium alloy tubes to Nordion, Inc. in Canada. These tubes are described in
subsections 6 through 8 of Appendix A to 10 C.F.R. Part 110.

Superior Tube is submitting as Attachment A hereto a spreadsheet with the reporting
information required by 10 C.F.R. § 110.54(c) for exports of nuclear equipment made by
Superior Tube since 2008. As we explain below, this oversight was inadvertent and Superior
Tube has implemented procedures designed to ensure timely future reporting to NRC of all
exports made in reliance upon the general license. Further, because Superior Tube did not
routinely confirm with its customers the ultimate destination or end-use of its products, it is
possible that some of the exports reflected in the general license report were re-exported to third
countries, as we understand occurred with respect to certain shipments to a customer in Canada,
described immediately below.

B. Failure to obtain a specific license covering a temporary re-export from
Canada to Russia by Superior Tube's customer.

One of Superior Tube's significant customers is Nordion, Inc., a Canada-based global
health science company and leading provider of sterilization technologies and medical isotopes.
Superior Tube has learned Nordion re-exported to Russia approximately 17,061 of the
approximately 61,004 zirconium alloy tubes that Superior Tube had supplied to Nordion through
late 2012. Attachment B hereto identifies the shipments from 2008 to 2012 that contained these
tubes, although we understand that the majority reflected on this spreadsheet (43,943 tubes)
remained in Canada, and that even those tubes re-exported to Russia were or will be returned to
Canada.

To produce medical isotopes, Nordion fills these zirconium alloy tubes with slugs of
cobalt-59, welds caps on the ends, and temporarily re-exports the packed tubes to the Leningrad
Nuclear Power Plant, in Sosnovy Bor, Russian Federation. There, the packed tubes are lowered
into a graphite moderated reactor, where they undergo irradiation over a period of approximately
24 months, converting the cobalt-59 to cobalt-60. The irradiated tubes are then shipped back to
Canada where Nordion removes and distributes the cobalt-60 slugs to its own customers for use
in the irradiation of medical and food-service equipment.

The zirconium alloy tubes, which Superior Tube manufactures to customer specification,
appear to be described in subcategory 6 of Appendix A to 10 C.F .R. Part 110, subjecting them to
the NRC's export jurisdiction. Although Nordion is located in Canada such that the export of
these tubes from the United States to Nordion was eligible for the general license (10 C.F.R.
§ 110.26), Nordion's subsequent temporary re-export of the tubes to the Leningrad Nuclear
Power Plant would be a retransfer (under 10 C.F.R. § 110.6) to a country that is not eligible for
the general license (Russia), and, as such, would require a specific license issued by the NRC.
Because no specific license was sought to cover these re-exports, they appear to have violated 10
C.F.R. § 110.60.

2



GOODWIN I PROCTER
Superior Tube did not participate in these temporary re-exports, nor was it even aware

they were intended by Nordion. Given that it did not know that Russia was the intended
destination for some of its product, and its practical inability to prevent such re-exports after the
tubes leave its control, it is unclear to Superior Tube whether the primary responsibility for
obtaining a specific license from NRC lies with itself or with the re-exporter, Nordion; however,
as described below, Superior Tube has since implemented new procedures designed to eliminate
the risk that its products could be re-exported without its knowledge and other than in
compliance with the NRC regulations.

II. Reasons for the Violations

After identifying the noncompliance outlined above, Superior Tube retained Goodwin
Procter to investigate the circumstances and to initiate a remediation process (described in
"Corrective Actions," below) designed to ensure compliance with NRC requirements going
forward. The investigation included a close review of company documents and interviews with
persons believed to have knowledge of the relevant events. As described in this section, we have
concluded that the compliance errors were inadvertent and resulted from inadequate familiarity
with the NRC's jurisdiction and requirements pertaining to exports.

A. Counsel retained by Superior Tube to assist it on export compliance matters
did not adequately identify the issue of NRC jurisdiction.

In or about 2003, Superior Tube retained the law firm Miller & Chevalier to develop a
U.S. export controls compliance program. The export compliance document that the firm
provided to Superior Tube, and which the Superior Tube board of directors formally adopted,
contains guidance on the Export Administration Regulations, the International Traffic in Arms
Regulations, the U.S. economic sanctions administered by the Office of Foreign Assets Control,
and even the Antiboycott Regulations. But with the exception of a single boilerplate footnote
contained in one of numerous Appendices to the Manual, the Manual makes no reference to the
NRC's export regulations, much less the possibility that Superior Tube's products could be
regulated as "nuclear reactor equipment" identified on Appendix A to Part 110 of Title 10. This
significant oversight persisted through revisions of the Manual in 2006 and 2010.

In 2011, when Superior Tube's owners were considering a sale of the company, another
opportunity was missed to correctly identify the NRC export jurisdictional issue. At that time,
Superior Tube engaged a second law firm, Venable LLP, to prepare a memorandum addressing
legal considerations attendant to a possible sale of the company. Among many other topics, the
memorandum referenced NRC's regulation of nuclear reactor components but stated that the
author lacked sufficient information concerning Superior Tube's products to confirm whether
they fit within the definition of nuclear reactor equipment. But nobody within Superior Tube at
the time was acting as export compliance officer, nor did the company have an in-house counsel
who might have followed up on the NRC issue.

It was not until 2013, after it learned that Nordion was sending some tubes to Russia for
irradiation and return to Canada, that Superior Tube determined to reevaluate its compliance with
the export controls laws, including the NRC regulations. That work resulted in the determination
to file this voluntary self-disclosure.
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B. Although it had worked with outside counsel, Superior Tube did not commit
adequate internal resources to the task of compliance, which contributed to a
lack of understanding of the NRC's jurisdiction and regulations.

As a small, family-owned business in Collegeville, Pennsylvania exporting to only about
a half-dozen customers outside the United States, Superior Tube should not be regarded as a
sophisticated exporter for purposes of assessing the adequacy of its compliance. To be sure, the
company demonstrated greater effort than others of similar size by retaining outside counsel to
put the company on a compliant path. But the resulting export compliance program was flawed
from the outset as it failed to contemplate the NRC's jurisdiction over certain of the company's
products.

Still, Superior Tube gained false comfort from its work with outside counsel in 2003 and
thereafter that its products were not subject to specific export licensing requirements.' With its
customer base overwhelmingly domestic (roughly 95 percent) and its product line relatively
static, Superior Tube became complacent and did not maintain a continuity of vigilance in the
company's export controls compliance function. Indeed, when these violations were discovered,
and for some period prior, the company did not have even a nominal export compliance officer.
The company had dedicated its resources to other tasks as it struggled to approach profitability.

In short, Superior Tube failed to ensure that a specific individual within the company
would at all times be responsible for understanding the company's obligations under the export
control laws and ensuring compliance with them.

C. The nature of the company and its products did not suggest a reason for
concern under the export control laws.

Another factor responsible for the errors may be that the seemingly mundane nature of
the Superior Tube product - that is, small-diameter metal tubing used in various applications-
did not suggest to the company's employees that their product should be controlled for export as
a matter of U.S. policy and thus that heightened vigilance was required. Rather, Superior Tube
considered its product merely a raw material that its customers convert into useful end products.

III. Corrective Actions

After learning of the apparent noncompliance, Superior Tube undertook the following
corrective actions:

A. As an immediate corrective action, upon discovery that Nordion had re-exported its tubes
to Russia, Superior Tube halted the next planned shipment of tubes to Nordion and has applied to
the NRC for a specific license to cover that export, which is intended for the Leningrad Nuclear

This investigation did discover one e-mail from 2004, in which a Superior Tube employee described certain
tubes made for a Canadian customer in the nuclear industry (Zircatec Precision) as qualifying for the general license
at 10 C.F.R. § 110.26 and advised the company's shipping department that the company's freight forwarder be made
aware of this fact for purposes of completing the Shippers Export Declaration for that shipment; however, when
interviewed, this employee did not recall having had knowledge of this (nearly a decade prior) and thought that he
was merely passing along information supplied to him by someone else.
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Power Plant for use in a similar application (that is, irradiation for medical and food-service
equipment sterilization applications).

B. Superior Tube determined to voluntarily disclose the noncompliance to the NRC and
retained Goodwin Procter LLP to investigate the matter, prepare this voluntary self-disclosure
report, and reevaluate the company's entire export compliance policy and procedures. That
reevaluation and the resulting export compliance program policy and procedures will have a
particular focus on the NRC requirements pertaining to exports.

C. As a component of the export compliance program it is developing, Superior Tube has
already designed and implemented an End-User Statement that requires its customers in the
nuclear industry to identify, in advance of any export, the intermediate consignee, the ultimate
end-user, the intended use, and other information about the transaction. It is expected that this
practice will identify those transactions for which Superior Tube (and/or its customer) will need
to apply for and obtain specific licenses from NRC.

D. Superior Tube is formally appointing its General Manager, Kevin Heaphy, to serve as
Trade Compliance Officer. This will centralize responsibility and oversight for the company's
export compliance efforts and strengthen implementation.

E. Superior Tube is committed to appropriate training of its employees on the topics
disclosed herein, and more broadly on export controls compliance.

IV. Why No Penalty Is Warranted

Under the factors set forth in the NRC's Enforcement Policy (§ 2.3.2), Superior Tube
respectfully submits that the matters disclosed herein should be dispositioned as a minor or a
noncited violation and should not result in any penalty or other adverse consequence.

First, Superior Tube itself identified and voluntarily disclosed the violations to the NRC.
This disclosure is being submitted to NRC with the authorization and support of Superior Tube's
senior management and, we believe, prior to NRC learning the same or substantially the same
information from another source. We ask that it be credited as a valid voluntary self-disclosure.

Second, Superior Tube initiated prompt corrective actions, including detention of a
pending shipment and submission of a license application with NRC to authorize that export. As
noted, Superior Tube has also committed to a broader reconsideration of its export compliance
policy and procedures, with special attention given the NRC export regulatory requirements.

Third, although we are disclosing compliance failures occurring over a period of years,
the violation cannot be regarded as "repetitive" in that we are aware of no additional violations
committed since the above discoveries.

Fourth, this investigation concluded that the violations were inadvertent and not willful
and that they resulted from the circumstances described in Part II above.

In addition to the above factors, we respectfully submit that these violations - a failure
to satisfy the general license's reporting requirement, and a customer's temporary re-export of
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tubes for medical and food-service sterilization purposes - should not result in any harm to the
U.S. national security or otherwise. Further, the filing herewith of the reports required under the
general license (10 C.F.R. § 110.54) should provide the NRC, although belatedly, with the same
information that it would have had were the reports timely filed.

* * * * * *

If you should have questions or need additional information, please contact Superior
Tube's outside counsel, Richard L. Matheny III, of Goodwin Procter LLP, at (202) 346-4130, or
rmatheny(aJ,goodwinprocter.com.

Richard L. Math8~JJJ..-"""""""",_-~
Counsel to Superior Tube Company, Inc.

Enclosures
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