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LTR-NRC-18-16 

February 22, 2018 

Subject: Transmittal of Westinghouse Electric Company Comments on the Fiscal Year 2018 
Proposed Fee Rule [Docket ID NRC-2017-0026] 

Westinghouse Electric Company (Westinghouse) appreciates the opportunity to comment on the Fiscal 
Year 2018 (FY18) Proposed Fee Rule.1 Westinghouse's detailed comments on the specific proposed 
administrative changes in the proposed fee rule are contained in the Enclosure to this letter. However, 
Westinghouse has more general concerns on the budget formulation process that has fed into the FY 18 
Proposed Fee Rule, as we have noted an adverse trend in resource utilization within the Fuel Facilities 
Business Line. This is especially troubling given the additional regulatory cost this adverse trend places 
on an industry that is already financially challenged by market forces. Westinghouse is therefore taking 
this opportunity to make the case for substantive changes to how NRC budgets. The remainder of this 
letter explains these concerns and concludes with suggestions for NRC's consideration. 

Background 

Reviewing the FYI8 Proposed Fee Rule Work Papers2 in detail illuminated a number ofconcerns that 
Westinghouse believes call into question NRC's adherence to the Principles of Good Regulation and 
merit NRC management and Commission attention during the development of future budgets. 
Westinghouse also requests more transparency in how resources are spent during budget execution. 

For FY 18, the proposed percentage of the Fuel Facilities Business Line budget that is paid for through 
Part 170 fee collections is only 26.4% (i.e., $9.3M out of $35.lM).3 This continues a worrisome trend of 
declining utilization of the business line mission-direct resources. A review of the past ten years of data 
for the Fuel Facilities Business Line final fee rules (i.e., FY08 to FYI 7) revealed that Part 170 fees 
represented 54.6%4 of the Fuel Facilities Business Line budget in FY08, and remained in the upper 40% 
range as late as FYI2.5 Since then, utilization has taken a precipitous drop and has resided in the mid to 

1 83 FR3407 
2 ML17348A377 
3 From the FY18 Proposed Fee Rule Work Papers (MLl 7348A377), Part 171 Annual Fees, Fuel Facilities (Section 
III.B.2.a), page 49 documents that FY 2018 allocations are equal to $35. lM and the estimated Part 170 fee 
collections is equal to $9.3M. 
4 From the FY08 Final Fee Rule (ML081400297), Table VI, pages 29-30, the Fuel Facilities FY08 total budgeted 
resources was $31.5M and the Part 170 receipts was $17 .2M. 
5 ML12150A163 

© 2018 Westinghouse Electric Company LLC. All Rights Reserved. 



Westinghouse Non-Proprietary Class 3 

Page 2 of 4 
LTR-NRC-18-16 

upper 20% range since FY15.6 The proposed FY18 fee rule contains the lowest utilization rate of all of 
the years reviewed. The drop in utilization rate has been occurring at the same time that the number of 
productive hours per full time equivalent {FTE) has been rising, from 1351 hours7 in FY13 to 1510 hours8 

in the proposed FY 18 fee rule. 

This underutilization has dramatically .increased the annual fees charged under Part 171. The current 
proposed fee rule will provide for an annual fee recovery of approximately $29 .14M.9 In contrast, if the 
staff mission-direct hourly rate work (i.e., Part 170 fees) funded 48% of the budget, which was the 
average in the fmal fee rules for FY08 to FY 12, and estimated Part 170 collections for FY 18 remained the 
same as in the proposed fee rule (i.e., $9.3M), that would suggest an appropriate business line budget of 
$19.4M (i.e., $9.3M/0.48), or $15.7M less than the actual cost of the program. A reduction of that size in 
the top line would mean that the amount recovered by the annual fee under Part 171 would also be 
reduced by a similar amount, resulting in an annual fee recovery on the order of $13M. That figure is less 
than half of what is proposed in the current fee rule. If that seems unrealistically low, consider that the 
total annual fee recovery in FY08 final rule was $13.9M. Because the fuel cycle program has not shrunk 
proportionately with the workload, annual fees have soared. For the Westinghouse Columbia Fuel 
Fabrication Facility (CFFF), a low-enriched fuel manufacturing facility, the annual fee has more than 
tripled from $900K in FY08 to the proposed fee of $2.8M for FY18. 

Discussion 

While the Fuel Facilities Business Line's budget, including FTEs, has gone down the in the past few 
fiscal years, it is evident from the data provided that they have not dropped far enough or fast enough to 
keep up with the drop in the workload, as evidenced by the low and lowering utilization numbers. It is 
imperative that NRC take the opportunity with the development of the FY20 budget to right-size this 
business line. One ofNRC's Principles of Good Regulation is efficiency, which states in part that 
"licensees are all entitled to the best possible management and administration ofregulatory activities."10 

Based on the data presented, it is not clear how this Principle is being met. 

Likewise, the Omnibus Budget Reconciliation Act of 1990, as amended, specifies that, "[t]o the 
maximum extent practicable, the charges [assessed to NRC licensees] shall have a reasonable relationship 
to the cost of providing regulatory services .... " 11 Given the utilization data trends described above, it is 
not entirely clear whether the Fuel Facilities Business Line is meeting this statutory mandate. 

Westinghouse's recently submitted comment letter on the staff's proposed change to the fuel facility fee 
matrix12 noted that before a new approach to assessing fees within the license class is developed, the staff 
should first right-size the business line. The letter discussed the apparent large amount of resources spent 
on staff-driven guidance development with little engagement with the regulated community. While a 
portion of the guidance maintenance and development work is no doubt necessary, Westinghouse has 

6 ML15134A251 
7 ML13154A025, Section 111.A.1, page 9 
8 ML17348A377, page 11 
9 MLl 7348A377, Part 171 Annual Fees, Fuel Facilities (Section III.B.2.a), page 49 
10 https://www.nrc.gov/about-nrc/values.html 
11 42 U.S.C. § 2214(c)(3). 
12 LTR-NRC-18-6 
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little information as to where the staff spends its time and what has been accomplished. It is now evident 
that a majority of staff mission-direct effort - approaching 7 5% - is internally focused. 

Specifically, the FY18 Proposed Fee Rule contains 82.7 mission-direct FTEs for the Fuel Facilities 
Business Line.13 However, using 1510 hours/FTE at $270/hour from the proposed fee rule, it takes only 
22.8 FTEs to achieve the expected Part 170 collections of $9 .3M. It is not clear to Westinghouse what 
mission critical work is being performed with the remaining 60 FTEs of effort. With each mission-direct 
FTE costing over $407,000.00 in FY18, Westinghouse believes the staff should thoroughly justify this 
large resource pool and why the resources are necessary to maintain safety and security. The previously 
referenced Westinghouse letter also highlighted staff initiatives that have consumed significant resources 
both inside the NRC and within the industry, which were eventually abandoned for lack of safety benefit. 
Westinghouse believes this is a symptom of not reducing the size of the business line fast enough to keep 
pace with the drop in workload. 

Recommendations 

Westinghouse has the following suggestions: 

1. Use Zero Based Budgeting (ZBB) to develop the FY20 Fuel Facilities Business Line budget. 
Based on a comparison of the FY18 Proposed Fee Rule and the FY19 Congressional Budget 
Justification (CBJ),14 it is clear that the NRC believes that the amount of inspection and licensing 
work has stabilized. In the FY20 Fuel Facilities Business Line budget, NRC should clearly 
articulate the expected work that justifies additional FTEs beyond the approximately 23 FTEs 
needed to perform the inspection and licensing functions. 

2. Include appropriate metrics for the mission-direct effort that is internally focused in the FY20 
CBJ. The FY19 CBJ metrics are focused on only a small part of the overall staff effort (i.e., 
licensing and inspection). 

3. Include a public meeting that explains the proposed budget once it is made public and compares it 
to the recent actual performance data. For example, right now would be a perfect time to do a 
deep dive with the public on the proposed FY19 budget with the business line owners. A meeting 
such as this would provide an opportunity for NRC to explain its fundamental workload 
assumptions and allow the regulated community an opportunity to challenge those assumptions 
when appropriate. To our knowledge, this would be the only opportunity for such an interaction. 
While it is too late for the public to influence the FY19 budget, the Commission could inform the 
FY20 budget formulation with the public discussion on the FY19 budget. 

4. Establish metrics for an appropriate mission-direct utilization rate and enhance scrutiny of the 
proposed budget when utilization falls below a threshold value. 

13 MLl 7348A377, Part 171 Annual Fees, Fuel Facilities (Section 111.B.2.a), page 49 
14 NUREG-1100, Volume 34 



Westinghouse Non-Proprietary Class 3 

Page 4 of 4 
LTR-NRC-18-16 

5. Enhance the transparency of how staff effort ( all mission-direct hours) is spent during the budget 
execution year. fuformation on the level of effort and results achieved with non-billable, mission-
direct effort would invite a level of scrutiny that is not possible today. This information should 
be provided on the NRC website on a quarterly basis and would support the ZBB approach to 
budget construction. 

Conclusion 

It is no secret that the nuclear industry in the United States is at a turning point. Westinghouse respects 
the role that NRC has served and will continue to serve in providing independent safety oversight of the 
industry. However it is imperative that NRC become more agile in responding to the changes that are 
occurring in general and in the fuel cycle community specifically. The Executive Director for 
Operations' (EDO's) memo dated January 25, 2018, "Formation ofNRC Transformation Team," calls for 
proactive innovation on the part of the NRC. Westinghouse is hopeful that this letter has identified some 
areas ripe for transformation. 

If you need additional information, please contact Amanda Spalding at 860-731-6734 or 
spaldiaj@westinghouse.com. 

Douglas Weaver 
Vice President 
Global Nuclear Regulatory Affairs 

Enclosure: Westinghouse Comments on FY18 Proposed Fee Rule 

cc Victor McCree, EDO 
Maureen Wylie, CFO 
Marc Dapas, Director, NMSS 
Craig Erlanger, Director, FCSE 
Catherine Haney, Regional Administrator, RII 
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Westinghouse Comments on FY18 Proposed Fee Rule 

Westinghouse appreciates NRC's consideration of the following comments: 

1. Revised methodology for overhead time 

In the Proposed Fee Rule, NRC proposes eleven administrative changes. The first change is to 
"revise the methodology of charging licensees for overhead time for project managers (PMs) and 
resident inspectors (Rls)." The revised methodology proposes removing the 6% of direct billable 
costs added as an overhead cost to all licensees' invoices, and replace with the "actual hours for 
activities that support and directly benefit the assigned licensee or site." 

While Westinghouse applauds NRC for removing the unnecessary allocation, it is unclear how the 
replacement system (i.e., "docket-related fee-billable cost activity codes") will drive efficient work 
from project managers. We would expect that, to the maximum extent practical, activities that 
support and directly benefit Westinghouse would be assigned to a specific Enterprise Project 
Identifier (EPID), rather than a general "project management" EPID/Cost Activity Code (CAC). 
Based on Westinghouse's most recently received invoices, the project manager was responsible for 
between 24% and 99% of the invoiced charges to a given docket, so it seems unnecessary to have a 
separate "project management" EPID/CAC. Additionally, Westinghouse requests publically 
available guidance to the staff on what is "fee-billable." Based on our experience, we have identified 
recent concerns with staff use of billable hours, such as documented in the recent formally issued 10 
CFR 15.31 disputed debt.15 

2. FY18 professional hourly rate increase 

The proposed fee rule documents a professional hourly rate of $270. This is greater than the FY15 
professional hourly rate (i.e., $268), 16 which based on the timing, was at the very start of Project 
AIM, before most of the agency's efficiency initiatives were started. One of the intended 
objectives/goals of Project AIM was to seek out agency efficiencies. Based upon a comparison of 
mission-indirect program support and agency support from the FYI 5 final rule and the proposed 
FY18 fee rule, it appears that these support functions have slightly decreased as a percentage of the 
total budget included in the hourly rate during that time frame (from 57.3% in FY15 to 56.8% in 
FY18).17 It would be assumed that a decrease in support functions would translate to a decrease in 

15 LTR-NRC-18-3 
16 ML15134A251 
17 FY15: ML15134A251, Table II documents Mission-Indirect Program Support of$67.7M, Agency Support of 
$422.7M, and Total Budget Included in the Hourly Rate of$856M. FY18: ML17348A377, Table II documents 
Mission-Indirect Program Support of$136.1M, Agency Support of$313.1M, and Total in Professional Hourly Rate 
of$790.3M. 
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the professional hourly rate. Therefore, it is not clear how an increasing professional hourly rate, 
paired with decreasing in-direct/support costs, demonstrates that the desired efficiencies have been 
achieved. 

3. New EPID/CAC structure 

As Westinghouse understands the new EPID/CAC structure, it is provided to increase visibility on the 
NRC charges. The EPIDs identify individual projects and the CACs are generically identified and 
defined by the Office of the Chief Financial Officer (OCFO); based on the new structure, there is the 
possibility for one EPID to have multiple CACs. Based on the Westinghouse invoice, we are seeing 
mixed results in terms of transparency. In some areas, there are EPIDs with multiple CACs (for 
example, inspections are divided into preparation, travel, and performing the inspection), which we 
understand is the expectation to increase transparency on the invoices. However, in most areas, there 
is one CAC per EPID, so there is no further breakdown of the changes within the project and does not 
increase the transparency on the invoices. We would expect that the NRC offices would abide by the 
OCFO's new process and adopt more than one CAC per EPID. 
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