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Westinghouse Electric Company LLC (Westinghouse) appreciates the opportunity to provide comments 
to NRC following the March 27, 2018 public meeting regarding the formation of the Fuel Facilities 
Business Line (FFBL) budget and options for the fuel cycle facility (FCF) fee matrix.1 This meeting 
supplemented the earlier public meeting held on December 13, 2017? The additional fees-related 
discussion during the public meeting on Aprilll, 2018, was also very helpful.3 In reviewing NRC's 
proposed options for the FCF fee matrix, all of them are similar in that they reduce fees for the Category I 
FCFs and increase the annual fee for most other classes oflicensees. Some proposed options would 
increase Westinghouse's annual fee for the Columbia Fuel Fabrication Facility (CFFF) by $1M or more 
with no change in NRC's regulatory activities related to CFFF. 

As stated in Westinghouse's previous letter on this topic,4 Westinghouse continues to believe that the 
FFBL overall budget is larger than it has to be to accomplish its safety and security mission, and that the 
size of the budget should be reduced before modifying the fee recovery structure. Right-sizing the 
organization would provide fee relief for all classes of licensees and this should be the priority, 
particularly given the state of the industry and the additional workload reductions that can be foreseen 
today. Moreover, public discussions with the staff have revealed apparent weaknesses in the oversight of 
internal spending, requiring prompt attention. More details and specific comments are provided in the 
"Comments on the FFBL Budget" section of this letter. 

Based on the discussion in the March 27th public meeting, it appears that the staff intends to move ahead 
with the fee matrix adjustments in parallel with longer-term changes to the size of the program. This 
would immediately result in a substantial increase in CFFF's annual fee, because although NRC has been 
shrinking the FFBL,5 the NRC's program reductions have not kept up with the reduction in workload. To 
date, this has already led to increases in the annual fee, even without a change to the fee matrix. With that 
in mind, Westinghouse provides the following comments on the proposed fee matrix approaches. 

I ML 18082A924 
2 ML17339A439 
3 ML18089A368 
4 Westinghouse Letter L TR-NRC-18-6, "Transmittal of Westinghouse Electric Company Comments on 
Fuel Facilities Fee Matrix," January 16, 2018, ML18029A424. 
5 ML18082A604, Slide 9 
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In the December 13th public meeting, NRC put forth alternatives to the current FCF fee matrix that were 
heavily based on the amount of work on infrastructure, such as guidance documents.6 NRC noted that 
billing data is for direct services, but the annual fee includes other services, and that maintaining 
procedures and guidance is a large part of the other services. A supplement to the meeting slides listed 
roughly 250 such documents.7 Following the December meeting, Westinghouse requested more data 
regarding the cost of revising these documents.8 

In response to these and other industry comments, the staff provided a more detailed breakdown of the 
FFBL budget during the March 27th public meeting through the use of several pie charts.9 The pie charts 
mentioned guidance documents only once, showing that the effort expended on guidance appears to be 
about 1% of the overall FFBL budget. The revision of procedures is not mentioned at all. It is unclear 
whether this data reflects a change in the significance of creating/updating guidance documents or simply 
reflects a lack of clarity regarding the various categories of activities. Overall, based on the published 
information and additional dialog in the April 11th public meeting, it does not appear that NRC has the 
data with sufficient granularity to support a true effort-based approach to how the Part 171 expenses 
should be distributed. For this reason, if a change to how the FCFs annual fees are distributed must be 
made, Westinghouse suggests abandoning the fee matrix and replacing it with a new method as described 
below. Enclosure 1 more fully explains the Westinghouse perspective on the fee matrix approach and 
why it should be discarded. 

In the December 13th public meeting, NRC provided a four-year roll up of Part 170 fees for each of the 7 
current FCF licensees.10 This is actual data, which upon verification, would appear to be the best 
available information regarding the services provided by NRC to each category ofFCF licensees. 
Westinghouse believes that the best way to apportion fees would be to use the percentage of the direct
billed effort by fee class (similar to what is documented in slide 10 from the December 13th public 
meeting) to directly determine the percentage of the budget that must be recovered by annual fees that 
each licensee should pay. This method is easy to understand, data-driven, and avoids the need to make 
use of arbitrary numbers, such as effort factors. In addition, as the program is right-sized, the fees 
recovered from the hourly charges (i.e., Part 170 fees) should make up a growing percentage of the 
overall budget, thus improving the fidelity of this approach. 

However, unlike what was documented on slide 10 ofthe December 13th public meeting slides, 
Westinghouse believes that the MOX fuel fabrication facility should be incorporated in the calculation. 
The billing data mentioned in the previous paragraph does not include the MOX facility. For the 
purposes of this discussion, Westinghouse will assume that the MOX project paid approximately $4M in 
hourly fees over the four year period used by NRC to generate the percentages for the December 13th 
public meeting. However, consistent with NRC's current fee rule, the MOX project does not pay an 
annual fee because it does not yet hold a license. Therefore, the infrastructure that has supported the 
MOX program appears to have been paid for by current licensees. To the extent that those costs were 
absorbed by the Category I facilities, one could at least argue that the additional costs were passed back to 

6 ML17339A121, Slides 11-12 
7 ML17339A118 
8 Westinghouse Letter LTR-NRC-18-6, "Transmittal of Westinghouse Electric Company Conunents on 
Fuel Facilities Fee Matrix," January 16, 2018, ML18029A424. 
9 ML18082A604, Slides 5-7 
10 ML17339A121, Slide 10 
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the United States Government (USG). However, for the commercial facilities, no such argument can be 
made. Thus, the commercial nuclear industry is apparently subsidizing a USG enterprise that will 
ultimately compete with the rest of the industry. 

This situation should be remedied as part ofthe Fiscal Year 2019 (FY19) Fee Rule. At a minimum, the 
MOX project should either pay an annual fee commensurate with the services it is provided, or an 
equivalent amount should be removed from the fee base for the operating FCF licensees (or at least those 
licensees that primarily serve the private sector). Westinghouse has done some initial calculations to 
estimate what portion of the fee base should be removed to estimate MOX's "annual fee" and how this 
change would have been reflected in the FY17 annual fee, as shown in Table 1. More details on the basis 
of the numbers in Table 1 can be found in Enclosure 2. Westinghouse has not tried to articulate every 
possible solution to this issue, but that should not be construed to mean that NRC should only consider 
this illustrated suggestion. Westinghouse's desired outcome is that the fees assessed are proportional to 
the effort put forth to regulate each licensee. 

Table 1 
R . dA ev1se nnua IF U. W h ' s ees SID~ estm~l ouse s u~~este dA •pproac h 

Actual FY17 Fee w/ NRC FY17 Fee-
FY17 Fee Proposed Approach 11 Westinghouse Approach 

BWXT 7,255,000 5,691,920 6,269,860 

NFS 7,255,000 5,691,920 6,269,860 
GNFA 2,629,000 3,639,545 2,300,620 
Framatome 2,629,000 3,639,545 2,300,620 

WEC 2,629,000 3,639,545 2,300,620 

LES 3,470,000 3,092,245 3,470,000 
Honeywell 1,498,000 1,942,915 1,498,000 

MOX N/A N/A 2,955,420 

Regardless of which approach NRC ultimately decides to pursue, any change to the FCF fee structure that 
results in more than a de minimis increase in any licensee's annual fee should be phased in gradually over 
a number of years. Given the downward trend in work and staffing, FY18 should represent a high-water 
mark with respect to annual fees for all licensees absent a new driver, such as a major event with 
significant generic implications for the fuel cycle community. Phasing in changes would allow NRC 
more time to right-size and thus offset annual fee increases to any particular licensee(s). The approach 
documented in Table 1, and described in more detail in Enclosure 2, is the Westinghouse recommended 
approach for addressing changes to how the FCF annual fees are assessed. As described in Enclosure 2, 
moving forward, Westinghouse proposes that all licensees see flat or reduced annual fees due to program 
reductions at NRC and either a fee being assessed to MOX or an equivalent reduction in the amount of 
fees recovered in total. The proposed Westinghouse approach assumes that there are no further annual 
fee increases for any licensee - how NRC chooses to phase in the proposed approach to achieve that 
objective can vary. However, even if the MOX fee issue is not addressed in a manner favorable to 
existing licensees, FY18 should still represent a maximum in fees while any new approach is phased in 
over the appropriate number of years (i.e., the time it takes NRC to right-size the FFBL program). 

11 ML18082A602, Slide 7. While NRC documented two new approaches in this slide package, the data 
used here is from the first option for illustrative purposes. 
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Westinghouse 's comments on the proposed fee matrix options would be incomplete without also 
addressing the overall state of the FFBL budget. The overriding concern is that while NRC' s workload 
has dropped precipitously, the NRC budgets have not. Figure 1 documents the FFBL full time equivalent 
(FTE) breakdown from FY08 through FY18. The top, blue line in the figure (i.e., "FTE Levels") is the 
budgeted business line total FTE, similar to the information provided in slide 9 ofNRC's presentation on 
fuel facilities budget used in the March 271h public meeting.12 The second, red line (i.e., "Direct Effort 
FTEs") is the FFBL direct effort FTEs, and the bottom, green line (i.e., "Billed FTE") is the expected fee 
recovery through Part 170 fees converted into equivalent FTEs. As described in more detail in Enclosure 
3, all data in Figure 1 come from NRC's Final Fee Rule Work Paper (except for the FY18 data, which 
come from the FY 18 Proposed Rule Work Papers). Based on the data, in FY 18 NRC expects to invoice 
22.8 FTEs worth of work to licensees, primarily through licensing and inspection hours. Because the 
direct effort resources have dropped at only about one-half the rate of billed FTEs, licensee annual fees 
have continued to increase for all fee classes. As illustrated by the data for FY08 in Figure 1, in the past 
NRC has demonstrated an ability to perform its mission with an overall FFBL FTE count that is roughly 
10 FTE per licensee; Westinghouse believes this is a reasonable target and would be one measure that the 
program has been right-sized. Westinghouse understands that as long as there are licensees, there will 
still be some amount of FFBL structure and overhead that will need to be maintained; however, as 
documented in Figure 1, Westinghouse believes that structure can be achieved through a significantly 
smaller FTE count/licensee, as it has been done in the past. 

Figure 1 
Fuel Facili Business Line FTE Breakdown 
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Based on the FY18 Proposed Fee Rule, the FFBL staff has approximately 60 FTEs of direct effort 
available to conduct work beyond the work billed to licensees through inspection and licensing. In 
discussions held during the April 11th public meeting, Westinghouse learned that the NRC staff is not able 
to account for how those 60 FTEs will be spent on a project basis, in part, because of the lack of 
granularity in the work control numbers used by NRC. Given that these 60 FTEs will cost the licensed 
community more than $24M in fees, Westinghouse thinks it is reasonable to expect NRC to account for 
how these resources are used and what results have been achieved (beyond the anecdotal examples 
provided as part of the pie chart discussion in the March 27th public meeting). 13 As a fee recovery agency, 
NRC has the obligation to be a good steward of the resources of the regulated community, and to explain 
how those resources are used to achieve its mission. 14 

Also in the April 11th public meeting, Westinghouse was pleased to learn that NRC is increasing the rigor 
and discipline it will apply to future licensing actions, and that information such as cost and schedule will 
be estimated and tracked. Westinghouse urges NRC's Division of Fuel Cycle Safety, Safeguards, and 
Environmental Review (FCSE) to establish project management controls for non-billed, direct effort tasks 
consistent with established project management standards, similar to what will be done for licensing 
actions. Examples of the tasks that would benefit from such controls are standard review plan updates, 
regulatory guides, interim staff guidance documents, generic correspondence, rulemaking efforts, and 
other staff initiatives not already captured in this list. 

Ultimately, in today's challenging business environment, making incremental adjustments to the previous 
year's budget is inadequate. Westinghouse therefore reiterates the suggestion from its previous letter15 

that a zero based budgeting approach be used for FY20 to lay out a solid foundation for future budgets. 
The available information suggest that the minimum infrastructure needed to support 22.8 FTEs of 
inspection and licensing work is significantly less than the roughly 91 FTE available in the proposed 
FY18 budget (i.e., 114 FTE total for the FFBL minus 22.8 billed FTE). Westinghouse would also note 
that, given industry conditions that are well known to NRC, inspection and licensing work will likely 
continue to decline in FY19 and FY20. Given all of these factors, it is time for NRC leadership take a 
close look at the FFBL budget as part of the FY20 budget formulation process. 

In summary, the current budget process is opaque and the only engagement with the fee payers (i.e., the 
FCF industry) is when it comes time to figure out how to divide up the bill. If the front end of the budget 
process cannot be made transparent, certainly there is no prohibition against a retrospective review at the 
end of each FY, which would allow for budget projections to be compared to actual expenditures and 
results achieved. This would give insight into how well NRC is budgeting at the beginning of each FY 
and perhaps initiate changes in the budgeting process based on how close the actual expenditures are to 
the proposed budget. Westinghouse recognizes that this would be a departure from past practices; 
however, with the focus on transformative change currently at the agency, Westinghouse believes the 
scrutiny that would be invited by increased transparency would support the transformation that NRC is 
seeking to achieve. 

13 ML18082A604, Slides 5-7 
14 See 42 U.S. C. § 2214(c)(3) ("To the maximum extent practicable, the charges shall have a reasonable 
relationship to the cost of providing regulatory services ... "). 
15 Westinghouse Letter LTR-NRC-18-16, "Transmittal of Westinghouse Electric Company Comments on 
the Fiscal Year 2018 Proposed Fee Rule [Docket ID NRC-2017-0026]," February 22,2018, 
ML18057B551. 
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If you need additional information, please contact Amanda Spalding at 860-731-6734 or 
spaldiaj @westinghouse.com. 

Enclosures: As stated 

cc: 
Robert Johnson 
Marilyn Diaz 
Maureen Wylie 
Marc Dapas 
Mark Lesser 

Cf)~~ 
Douglas Weaver 
Vice President 
Global Nuclear Regulatory Affairs 
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Specific Comments on Fee Matrix Proposals 

Based on the information provided in the previous public meetings on the topic of the FCF annual fee 
matrix, as well as discussions that occurred during the April 11th Fuel Cycle Regulatory Activities public 
meeting, it appears that the basis of the current fee matrix, and the alternatives proposed by NRC, are 
largely arbitrary. The basis of this conclusion is as follows : 

The effort factors used in the fee matrix are not grounded in data. Based on discussion with 
NRC, sufficient data are not available to determine where direct effort PTE time is expended, 
beyond what is captured by Part 170 billing data. Any other estimates of effort are simply that
qualitative estimates. Without data, it is nearly impossible to make a suggestion on whether any 
specific effort factor should be adjusted, as industry (and NRC itself) is not aware of the level of 

effort of each item for NRC in a given year. 
The proposal to replace the 10-5-1 effort factor assumption with a 3-2-1 factor provides another 
example of how the fee matrix is not underpinned by data. Data would indicate the correct 
scaling between high, medium, and low effort, without the need for proposed alternatives from 
industry. (For example, we do not know how the NRC determined that the appropriate effort 
factors should not be 5-3-1.) Annual data would also provide real time feedback on how level of 
effort changes over time, and help determine when and if changes are needed to the fee matrix. 
Not all categories used for effort factors are based on activities that the NRC regulates. The only 
types of activities that should be included in determining the annual fee for each licensee are the 
specific activities that NRC performs for the FCFs and how much effort is expended for each of 
those activities for each licensee. 
Regardless of the approach used to distribute fees, Westinghouse encourages NRC to give careful 
thought to what is included in the decision-making for the fee calculation. A concern with the 
current fee matrix is that because the categories and effort factors are largely qualitative, the 
decisions made regarding what categories are included and what effort factors are associated with 
those categories do not appear to be deliberate. An example of this is provided in the March 27th 

public meeting slide package. 16 As documented on slide 5, in response to a public comment that 
there should be a column for physical security, NRC added that as a column to the fee matrix. 
Additionally, on slide 8, NRC documents that there was a comment that suggested the matrix be 
based on areas regulated, as opposed to processes. Based on that comment, NRC provided a new 
matrix option, focused on the areas included in a Part 70 license. This raises the question of 

whether these categories or basis for the fee matrix were previously considered by NRC, and if 
so, the reason for not including them. Or, if they were not previously considered by NRC, a 
question remains as to whether there are other areas/ways of creating the matrix that have also not 
yet been considered. IfNRC decides to continue the use of the fee matrix, more consideration 
should be given to what is included and what is not included in the calculation of effort factors 

used to determine fees. 

16 ML 18082A602 
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Westinghouse Revised Fee Matrix Proposal 

NRC's slides from the December 13th public meeting17 documented the total Part 170 charges over 4 
years by licensee, as well as the percentage of all Part 170 charges that represents the charges for each 
licensee (averaging over the total number of licensees in each fee class, so that licensees in each fee class 
is given the same percentage). As described in the body of this letter, absent more detailed data on how 
the direct effort FTEs hours are spent, and how that effort could be split between licensees, Westinghouse 
believes using the Part 170 data is the most fair and equitable way to split the Part 171 annual fee base 
among licensees. However, Westinghouse also suggests including the Part 170 data for the MOX facility 
in this calculation to determine an imputed annual fee for the MOX facility. 

For illustrative purposes, Westinghouse assumed the MOX facility paid $1M in direct charges per year 
from FY14-FY17.18 Table 2 replicates the data in Slide 10 of the December 13th public meeting slides, 
and adds the data for the MOX facility as described above: 

Table 2 
Percentage of Part 170 Fees by Licensee 

Total Part 170 
Charges over 4 years 

High-Enriched Uranium BWXT 5,414,062 
(HEU) Fuel Fab NFS 7,307,831 

Low-Enriched Uranium 
GNFA 2,493,327 

Framatome 2,303,037 (LEU) Fuel Fabrication 
WEC 4,416,558 

Enrichment LES 7,439,265 
Conversion Honeywell 3,526,103 
MOX Fuel Fabrication MOX 4,000,000 
Total 36,900,183 

Percentage Based 
on Billing Data 

14.7% 
17.3% 

19.8% 

6.8% 

6.2% 8.3% 

12.0% 

20.2% 20.2% 

9.6% 9.6% 

10.8% 10.8% 

As documented in the December 13th public meeting slides, the total fee base for FY17 was 
$27,365,000.19 As described in the body of this letter, there are many potential solutions on how to 
handle the MOX "annual fee," but at a minimum, the existing FCF licensees (especially the commercial 
facilities) should not be subsidizing these costs, which are incurred by the USG. Therefore, the following 
calculations and Table 3 document a calculated "annual fee" for the MOX facility. Regardless of how 
NRC decides to handle this portion of the fee base, Westinghouse believes it should be removed from the 
portion of the fees paid by the seven existing licensees and therefore, has removed this amount from the 
calculations in Table 3. 

17 ML17339A121, Slide 10 
18 The MOX data in this letter is unverified input, but is used as an example to show the process for 
dividing fees that Westinghouse is suggesting. IfNRC decides to pursue this proposal, NRC should use its 
own billing data to calculate all Part 170 charges for MOX and replicate the calculations performed herein. 
19 ML17339Al21, Slide 14 
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Table 3 documents the results of using the Westinghouse suggested approach compared with the actual 
fee, the NRC proposed approach, and a straight proportional distribution. The difference between the 
proportional distribution and the Westinghouse proposal is that fees are capped in the short-term while 
NRC right sizes the FFBL budget. Westinghouse believes that FY18 should be considered a high-water 
mark for all FCF licensees' annual fees, and therefore, no licensee should see an increase in their annual 
fee beyond FY18 absent a new, unforeseen driver. As documented in Table 3, Westinghouse suggests 
that NRC phase-in whatever approach is selected- in this example, it would mean capping the annual fee 
so no licensee sees an increase, and the other licensees would not see the full benefit of the reduction in 
their annual fee right away. An example using FY17 values is provided below. The bold, highlighted 
values represent the fees/approach that Westinghouse supports NRC pursuing. 

Actual 
FY17 Fee 

BWXT 7,255,000 

NFS 7,255,000 

GNFA 2,629,000 

Framatome 2,629,000 

WEC 2,629,000 

LES 3,470,000 

Honeywell 1,498,000 

MOX N/A 

c ompanson o ee •pproac es 
Table 3 

fFY17 F A h 
FY17 Fee w/ NRC FY17 Fee w/ 

Proposed Proportional 
Approach20 Distribution 

5,691 ,920 4,717,248 

5,691 ,920 4,717,248 

3,639,545 2,277,420 

3,639,545 2,277,420 

3,639,545 2,277,420 

3,092,245 5,516,923 

1,942,915 2,614,941 

N/A 2,955 ,420 

FY17 Fee -
Westinghouse 

Phased Approach 

6,269,860 

6,269,860 

2,300,620 

~,300,620 

~.300,620 

6,470,000 

1,498,000 

~,955,420 

20 ML18082A602, Slide 7. While NRC documented two new approaches in this slide package, the data 
used here is from the fust option for illustrative purposes. 
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Details to Support Fuel Facility Business Line FTE Breakdown Figure 

Business Line Total FTEs: 
All data besides 2017 comes from NRC's presentation during the March 27th public meeting?1 

The FY17 value is documented in NRC's presentation during the December 13th public 
meeting.22 

Direct Effort FTEs: 
The values in this column all come from the relevant year's Final Fee Rule Work Papers (or the 
Proposed Fee Rule Work Papers for FY18). Using FY0823 as an example, the data can be found 
in Section III.B.3.a, "Part 171 Annual Fees- Fuel Facilities." The last table in the Section is 
titled "Mission Direct Budgeted Resources for Fuel Facilities Fee Class." The end of the table 
(page 82) documents that the total direct budgeted resources for the fee class is equal to 91.6. 
This same data is presented in a similar layout for the other FY s?4 

Billed FTEs (external workload): 
This data is based on a calculation performed using data in the relevant year's Final Fee Rule 
Work Papers (or the Proposed Fee Rule Work Papers for FY18). Using FY08 as an example, the 
following data was used: 

Estimated Part 170 Fee Collections= $17.2M (as documented in Section III.B.3.a, "Part 
171 Annual Fees- Fuel Facilities" using the first table in the section entitled "FY 2008 
Mission Direct Budgeted Resources," page 76) 
Hourly Rate = $23 81hour (as documented in Section III.A.1, "Part 170 Fees -
Determination of Hourly Rate," page 9) 
Mission direct hours worked annually = 13 71 hours (as documented in Section III.A.l, 
"Part 170 Fees- Determination of Hourly Rate," page 11) 

Using this data, the following calculation was performed: 

$17,200,000 I ($238/hour) I 1371 hoursiFTE = 52.7 FTE 

The same calculation was performed for the other FY s included herein, using the same data as 
presented in the various FY Work Papers. 

21 J\.1L 18082A604, Slide 9 
22 J\.1Ll7339A121, Slide 4 
23 J\.1L08161 0402 
24 J\.1L101540186, J\.1Ll2150Al63, ML14148A062, J\.1Ll6161A886, J\.1Ll7164A283, ML17348A377 




