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SUPPORTING STATEMENT
FOR
10 CFR PART 74
MATERIAL CONTROL AND ACCOUNTING REQUIREMENTS FOR
(IRANIUM ENRICHMENT FACILITIES AUTHORIZED TO
PRODUCE SPEZIAL NUCLEAR MATERIAL OF LOW
STRATEGIC SIGNIFICANCE

Descriptiorn of the Information C.llection

The amendments to Part 74 reqr re licensees who build or operate enrichment
facilitiss producing low enriched uranium to establish a written, performance-
based, Material Control and /ccounting (MC&A) program whish includes measures
to mainta*n knowledge of urce materia) (SM) and special nuclear material
(SNM), and imposes additional requirements to protect against and detect

specific unauthorized activities.

A. JUSTiFICATION

Need for and Agency Use of the Information Collection

This rule, 10 CFR 74,33, ince sorates most of the existing MCAA regulations in
§ 74,31 which apply to light water reactor uranium fuel fabrication facilities.
These requirements provide adequate protection for low enriched uranium at

existing licensed facilities and for the most part are appiicable to enrichment

facilitirs as we'l. Hence, most have been retained in the proposed ruie,
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Kowever, an enrichment facility can be used clandestinely for production of
high enriched uranium or unauthorized production of low enriched uranium,
Additiona) safeguards are needed to protect against such unauthorized
activities. These include: frequent inventories of SM and SNM in process,
control SM the same as SNM, and other requirements specifically directed at
protecting aga' st and detecting unauthorized enrichment activities., Section
74,33 does not depend on § 74,31, but is intended to be a stand alone

provision,

Section 70.22(b) requires that the license application contain a full

description of the MCAA program pursuant to § 74,33, This is to show that the

performance objectives of § 74,32 are met by the applicant's FNMC plan,

Section 70.22(m) requires tha. the license application contain a full

description of the applicant's security program in accordance with the
requirements of 10 CFR Parts 25 and 95, This is a clarifying amendment because
licensees possessing enrichment equipme.t are subject to these parts by the

Atomic Energv Act.

Section 79.32(c)(1)(i) requires the licensee to maintain and follow the program

for control and accounting of uranium SM or SNM and FNMCs implemented pursuant

to § 74,33(b) as a zondition of the license.

S.ction 70.32(c)(1)(11) requires the licensee to maintain and follow the

measurement control program for uranium SM or SNM control and accounting

implemented pursuant to § 74,33(d) as & condition of the license.
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Section 70.32(c)(1)(i11) requires the licensee to maintain and follow other

material control procedures the Commission determines to be essential for t.
safeguarding of uranium SM or of SNM and providing that the licensee shall make
no change that would decrease the effectiveness of the MCLA program and the
measurement control program implemented pursuant to § 74,33(b) without the
prior approval of the Commis.ion. A licensee desiring to make such changes

shall submit an ~_.iication for amendment to its license pursuant to g 70,34,

Section 74.2(b) was revised to include licensees who possess uranium SM and
equipment capabl: of producing enriched uranium, Licensees who possess and use
formula quantities of strategic SNM were added to this section as a clarifying
amencmant, This section does not contain any reporting or recordkeeping

requirements,

-

because formula quantities of strategic SNM are subject to Part 74 and not
§§ 70.51, 70,57, and 70.58 as this cection now reads. This is a clarifying

amendment which does not have any reporting or recordkeeping requirements,

Section 74,11(a) requires that each licensee who operates an uranium enrichment

facility notify the NRC Operations Center within 1 hour of discovery of any
loss or theft or production of uranium enriched to 10 percent or more in the

23% or any unauthorized production of uranium of low strategic

isotope U
significance., The requirement does not include measured discards or inventory
difference quantities. The Operations Center will respond according to the
significance of the event. This information is used by the NRC to determine

whether there has beer a theft or any unauthorized procuction of enriched
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uranium and to initiate prompt action to stop the unauthorized production or

recover the stolen material in order to protect the public health and safety,

Section 74.17(a) requires that NRC Form 327, "Special Nuclear Material Physical

Inventory Summary Report," be submitted no later tnan 60 days after the start
of a physical inventory. These reports are used by NPC licensing staff to
assure that the MCAA system as documented in the licensee's funcamental nuclear
material control (FNMC) plan is being followed and is effective in helping to
assure that proper stewardship is being maintained over the material NRC Form
327 has previously been cleared under OMB Number 3150-0139 and may be referred

to for additional supporting information, burden, and co’ . data,

Section 74,33(a) establishes gener .1 perfomance objectives which are addressed

in the FNMC plan required by §74.33(b).

Under § 74,33(a) each licensee who is authorized by § 70.32(c) to possess
equipment capable of enriching uranium or operate an enrichment facility, and
produce, possess, or use more than one effective kilogram of special nuclear
material of Tow strategic significance at any site or contiguous sites, subject
to contro! by the licensee shall establish, implement, and maintain a
Commission approved material control and accounting system that will achieve

the following objectives:

1. That licensees maintain current knowledge of (keep track of) SM and SNM,
This information will come from shipping-receiving documents, production
control records, and MCAA measurements. It is used by t.e licensee to

keep track of how much uranium is possessed anc its location.
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2. That any production of uranium enriched to 10 percent or more in the

0235 be prevented and detected. This is to prevent the illicit

fsotope
production of higher than authorized enriched uranium which could include

weapens-grade material,

3, That unauthorized production of enriched uranium of low strategic
significance be prevented and detected. This is to protect against and

235

detoct the production of excess enriched uranium wnose U concentration

is less than the limit specified in the facility's license,

4, &, and 6, That indications of any missing uranium, production of uranium

enriched to 10 percent or more in the isotope U‘?35

, Or unauthorized
production of uranium of low strategic significance be resolved., tach
indicator has to be evaluated as to being an occurrence which has to be

reported to the NRC for further action or eise as being false.

These objectives are designed to protect the health and safety of the publin

against possible diversion of SMM for i1licit purposes,

Section 74,33(b) requires that no later than 2 years prior to facility startup,

a "Fundamental Nuclear Material Control Plan" will be submitted to the NRC
describing how the performance ot jectives of § 74,.33(a) and the system features

and capabilities of § 74.33(c) will be met.

74.33(c) requires the licensee to include the following features and

capabilities in the MCAA system and to establish, document, and maintain:
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1. A management structure with clear overall MCLA responsibilities,
independent from production, with separation of MCAA
responsibilities, and written approved procedures which are reviewed

periodically,

2. A measurement progra" that ensures that all SM and SNM quantities in
the accounting records are based on accurately measured values, This
fs to ensure that the licensee knows what it receives, has on

inventory, and ships.

3. A measurement control program that will ensure that biases are
minimized and that standard errors are controlled, This is to ensure

that measurements are accurate and precise.

4. An inventory program that ensures accurate, current, and reliable
knowledge of SM and SNM is maintained by performing a dynamic (non-
shutdown) physical inventory at least every 65 days of material in
process and at least every 370 days an inventory of all material
possessed, and by adjusting the book inventory to the physical
inventorv and resclving or reporting an fnability to resolve, within
60 days, any inventory difference exceeding a quantity set by the
NRC,

5. A detection program which will provide a high assurance of detection

.f unauthorized production of enriched uranium of low strategic

significance or uranium enriched to 10 percent or more.
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6. An item contro) program that provides knowledge of the identity and
Tocation of SM and SNM items kept for 14 days or more in inventory to
deter and detect any 19ss or theft of 500 grams or more of U235.

This knowledge could be used to resolve indications of item loss or

theft,

7. A resolution program for shipper-receiver (S-R) differences that will
resolve any statistically significant differences so that the
quantities received and shipped are verified by independent

measurements and large S-R differences are reconciled,

8. An assessment program that independently reviews and documents the
effectiveness of the MC4A program at least every 24 months, Also,
document maragement's findings on the current effectiveness review
and document actions taken on recommendations from prior assessments,

This is to maintain an effective MCRA program,

Section 74.33(d) requires the licensee to establish records that demonstrate

that §§ 74.33(a) and (c) Save been met, It also states how the records may be
kept, and that adequate safeguards to prevent tampering with the records be
maintained. This is so that the licensee can be inspected by the NRC to
ascertain the continued effectiveness of the MCAA system. Records must be

maintained for 3 years unless a longer retention is required by Part 75,
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Reduction of Burden Through Information Technology

There are no legal obstacles to reducing the burden associated with this
information collection., However, because of the types of information and the
infrequency of submission, Special Nuclear Material Physical Inventory Summary
Reports required in § 74,17(a), the excessive large inventory difference report
in § 74.33(c)(4), and the unauthorized production report in § 74,11(a) do not
lend themselves readily to the use of automated information technology for

submissior

Fffort to ;centify Duplication

The Informatior. Requirements Contro) Automated System (IRCAS) was searched to
determine agency duplication., Only minimal duplication is included which is
necessary in that upon termination of licensed operations by a licensee, the
NRC requires the licensee to file NRC Form 314, reporting th: transfer or other
disposition of any remaining licensed material and date of transfer, This
treansfer must also be reported on DOE/NRC Form 741, This small duplication
imposes a minimai burden on licensees and is necessary to maintain
accountability of licerised material in NMSS, and to permit NRC to determine if

a facility is suitable for unrestricted use,

Effort to Avoid Duplication

The information collection contained in this regulatory amendment is very
unique to the purposes and uses of the NRC. Only minimal duplication is
involved such as the general description of the licensee's organization.

Efforts have been made to minimize the redundancy.

PART 74 SS
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Effort to Use Similar Informaticn

There is no similar information available to the NRC,

Effort to Mirimize Small Business Burden

None of the entities expected to apply for licenses are classified as a small

business.

Consequences of Less Frequent Collection

Required reports are collected and evaluated on a continuing basis as events
occur, The schedule for collecting the information is the minimim frequency
which will permit NRC tc ensure that the public health and safety are

adequately protectec.

Circumstances Which Justify Variation from OMB Guidelines

Contrary to the OMB Guidelines in & CFR 1320.6(b), § 74.11(a) requires that the
licensee shall notify the NRC Operations Center within 1 hour of discovery of
any loss or theft or any production of uranium enriched to 10 percent or more

k|
238 or unauthorized production of uranium of low strategic

in the isotope U
significance. The Operations Center will respond acccrding to the significance
of the event. The NRC uses the information to determine whether there has been
a diversion, loss, or unlicensed production of material and to initiate prompt
action for recovery of such material in order to protect the health and safety

of the public, and protect the common defense and security.
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Consyltatfon: Outside the Agency

There been consultations with experts < rom Martin Marietta Energy Systems,

Inc., &« UOE contractor, on the formulation of the proposed rule,

Confidentiality of Information

A limited amount of proprietary information, in the form of business or trade
secrets, may be required to provide a meaningful description of the applicant's
or licensee's material control and accounting program in the FMMC plan. The
ARtomic Energy Act of 1954, as amended, requires that some uranium en=ichment
technology be classified Restricted Nata (RD). Other information may be
classified National Security Information (NSI)., Very little RD or NSI should
be needed in preparing the FNMC plan,

Sensitive Questions

None.
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Licensee
Submittal

70.22(b)
70.32{c)(1)
74.33(b)
74.11(a)*
74.17(a)
74.33(c)(4)**
Additional

Inspection
Effort

NKo. of NRC
Receipts Annually

4

4

0.2
12

0.12

Cost to Federal Government {Annualized)

NRC Staff
Hours per Submittal

0.1
890

1

0.5
80

144

* One notification expected every 5 years.
** One notification expected every 12 years.

Total Annual
NRC hours

0.4

3560
02

10

864
Total Cost

Annual KRC
Cost at
$92/hr._

327,520
18

552
920

79,488

$308 53



Estimates of Compliance Burden

There are two licensees. Annual responses are not expected for all requirements however, responses have
been annualized in the tables below.

Reporting Requirements

Licensee
No. of Licensee Staff Heurs Total Annual Annual Cost to
Section Responses Annually Per Submittal Licensee Burden (Hrs.) Respond $92/hr.
74.11(a) 0.2 0.5 0.1 $ 9
74.17(a) 12.0 1.0 12.0 (Burden under NRC $ 1104
Form 327)
74.33(c)(8) 0.2 8.0 1.6 ¢ 147

Total Cost § 128D

License Application Requirements (Annualized over 3 Years)

Licensee

No. of Licensee Staff Hours Total Licensee Annual Cest to
Section __Responses  Per Submittal _Burcen (Hrs.) _Respond $92/hr.
74.33(b) 4 1,088.0 4.352.0 $ 400,38¢
70.22(b) Burden included under 74.33(b)
70.32(c)(1) - - -

- Total Cost § 400,383

Total Reporting and Application Burden 8.353.0 hrs

Recordkeeping Requirements

Total Record
Ne. of Annual Hrs. Recordkeeping rRetention Annual Cost to
Section Recordkeepers Per Recordkeeper __MHours  Period (yrs) Respond $40/hr.*
74.33(a) 2 520 1,040 3 $ 47,840
74.33(c) 2 6,760 13,520 3 $621,920
74.33(d) 2 520 1,040 3 $ 47,840

R Total Cost $717,600
Tot " KRecordkeeping Burden 15600 Firs

*Recordkeepers are clerical personnel and are therefor~ -t costed at professional rates.



Reasons for Change in Burden

The proposed rule adds requirements to establish a Material Control and
Accounting program and also other requirements to preve.t and detect specific

unauthorized activities.

Publication for Statistical Use

This inform-tio: is not published for statistical use,

B. COLLECTION OF TMFORMATION EMPLOYING STATISTICAL METHODS

Statistical methods are not used in this collection of information.
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[75%0-01]
NUCLEAR REGULATORY COMMISSION
10 CFR Parts 2, 40, 70, and 74
RIN 3150 - ADSS
Materia) Contro) and Accounting Requirements for
Uranfum Enrichment Facilities Producing Special
Nuclear Material of Low Strategic Significance

AGENCY: Nuclear Regulatory Commission.
ACTION: Proposed rule.

SUMMARY: The Nuclear Reguiatory Commission (NRC) 1s proposing new
performance-based material contro! and accountin) requirements that would
be applicable te uranium enrichment facility licensees who produce
significant quantities of special nuclear nltééia\ (SNM) of low strategic
significance. The proposed requirements are similar to existing
requirements which apply to licensees authorized to possess and use muve
than one effective kilogram of SNM of iow strategic significance. The
proposed rule would impose additional requirements to ensure that
enrichment facilities would produce only enriched uranium of low
strategic significance as authorized. The proposed requirements would

also apply to all applicants who build or operate ‘nrichment facilities.

DATE: Comment period expires (75 days from the date of pidlication in
the Federa)l Register). Comments received after this date will be
considered 1f it 1s practical to do so, but the NRC is abie to assure

consideration only for comnents received on or before this date.



ADDRESSES. Mai) written comments to the Secretary, U.S. Nuclear
Regulatory Commission, washington, DC 20555, Attention: Docketing and
Service Branch. Deliver comments to One White Flint North, 11555
Rockviile Pike., Rockville, MD, between 7:45 a.m. and 4:15 p.m. Federal
workdays

Copies of the draft regulatory analysis, the environmenta)
assessment and finding of no significant impact, the paperwork statement
submitted to OMB, the draft regulatory guide, and comments received may
ve examined at the NRC Public Document Room, 2120 L Street NW. (Lower

Level), Washington, DC.

FOR FURTHER INFORMATION CONTACT: Mr. Gordon E. Gundersen, Office of
Nuclear Regulatory Research, U.S. Nuclear Regulatory Commission,
washington, DC 20555, telephone (301) 492-3803 or Mr. Donald R. Joy,
Office of Nuclear Material Safety and Safeguards, U S. Nuclear Regulatory

Commission, washington, DC 20555, telephone (301) 492-0352.

SUPPLEMENTARY INFORMATION:

Background

An advanced notice of proposed rulemaking on regulation of uranium
enrichment, which would have created a new 10 CFR Part 76, was published
in the Federal Register on Apri) 21, 1988 (53 FR 13276). The initiative
was abandcned because legislative efforts being considered in Congress at
the time might have changed by law the way NRC is required to license
uranium enrichment facilities. Also, the sole potential applicant,

URENCO, Inc. 4id not file a 1icense application.

o P



In the Federa)l Register on February 15, 1989 (54 FR 6876), safeguards
reporting requirements were changed. Specifically, the amendment to
10 CFR 74,17, which would also apply to enrichment facilities deleted the
requirement for licensees located in Region Il as indicated in Appendix A
to Part 73 of this chapter to submit Special Nuclear Material (SNM) Phys-
fcal Inventory Summary Reports to Region 1I. This change required all
licensees subject to this reporting requirement to submit the reports to
the Director, Office of Nuclear Material Safety and Safeguards because
all aspects of material control and accounting (MCAA) have been
completely transferred to NRC hiadquarters.

From 1975 to 1984, NRC's MCSA requirements for all major fuel cycle
facilities, including any potential commercial enrichment facilities and
reprocessing plants, were contained in 10 CFR Part 70 (primarily
§§ 70.51, 70.57, and 70.58). Those requirements, for the most part, did
not vary with respect to the type of facility or with respect to the SNM
category (i.e., low enriched uranium, high enriched uranium, or
plutonium). 1In 1985, a new 10 CFR Part 74 was created to amend the MCAA
requirements that (1) recognized the different levels of safeguards sig-
nificance among the different types of SNM, and (2) corverted MCAA
requirements from a prescriptive-based to a performance-based format.

The ex *ting provisions of Part 74, specifically 10 CFR 74,31,
pertained to licensees (and applicants) authorized to possess and use
more than one effective kilogram of SNM of low strategic significance as
defined in 10 CFR 74.4. Section 74.31 is a set of MCAA objectives and
capabilities required of iicensees to assure the NRC and the general
public that proper stewardship of SNM is maintained. e requirements

provide adequate protection for SNM of low strategic significance at



existing 11censed facilities. Enrichment facilities were specifically
exempted from coverage by 10 CFR 74,31 because (1) NRC had not received
an application for a uranium enrichment facility, and at that time, saw
no prospects for receiving such an application, and (2) the NRC believed
that the safeguards issues pertaining to enrichment facilities producing
SNM of low strategic significance (i.e., enriched uranium with 2 U235
concentration below 10 percent) were somewhat different and mere complex
than for other 10 CFR 74.31 type facilities.

An enrichment facility can be used clandestinely for production of
high enriched uranium or unauthorized production of low enriched uranium.
Thus, additional safeguards a~e needed for enrichment facilities to
protect against such unauthorized activities. However, for centrifuge
enrichment facilities, it {s expected that during startup of e n cascade
the enrichment level in the cascade may temporarily exceed the regulatory
1imit during the first 24 hours of operation, - This period of operation
will allow time to resolve start-up problems and adjust equipment. The
NRC staff expects that 24 hours 1s a sufficient neriod of adjustment
without allowing an excessive amount of cascade operation outside of
normal controls. This is considered to be part of the start-up process
and not an unauthorized activity. The NRC staff seeks specific comments
from ne public on the sufficiency of this 24 hour period of acdjustment.
Diffusfon and atomic vapor laser isotope separation enrichment
technologies do not experience this start-up phenomenon,

There is a possibility that applications for a 1icense for the
construction and operation of new enrichment faciiities may be submitted
to the NRC in the near future. There is also a possibility, over a

longer term, that legislation will be enacted that would put all or part



of the Department of Energy's (DOE) enrichment facilities under the
jurisdiction of NRC regulations. It would thus be appropriate for the
NRC to clarify and formalize its regulatory position with respect to MCA
requirements applicable to enrichment facilities producing uranium of low
strategic significance.

This proposed rule on MCALA contains only a few of the requirement:
which need to be met prior to obtaining a license to operate an
enrichment facility.

Because of enactment of the Solar, Wind, Waste, and Geothermal Power
Production Incentives Act of 1990 (Publ.c Law 101-575) a single licensing
process under 10 CFR Parts 40 and 70 will be used which will involve the
issuance of a single license authorizing construction and operation of an
uranium enrichment facility and the receipt, possession, us>, and transfer
of source and SNM,

MC&A is only one part of the safequards program .equired for ur. nium
enrichment applicants and licensees. Failure to properly carry out
certain safeguards activities at enrichment facilities could adversely
affect the national common defense and security, Safeguards consists of
physical proteciion, MCAA, and information security., The SNM of Tow
strategic significance produced by enrichment facilities needs to be
protected from theft by having a physical security program which meets
the requirements of 10 CFR 73,67, Classified or sensitive information
and hardware have to be protected according to 10 CFR Parts 25 and 95.

In particular, centrifuges need to be protected from theft, unauthorized
viewing, or unauthorized use. For centrifuge technology, the details of
this protection program are currently under joint development by NRC,
DGE, and Department of State. Enrichment technology, either currently
used by or under development by the DOE, when subject to NRC license,

5



would be protected by informatinn security measures equivalent to those
now used by DOE, 1In addition, Congress has addressed fitness-for-duty

in section 5152 of the Drug-Ffree Workplace Act of 1988 (102 Stat. 4304)
which requires persons awarded a contract for property or service of
$25,000 or more from any Federal agency to certify that it will provide

a drug-free workplace. Also, section 5153 of the Drug-Free Workplace Act

]

-
& J
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38 (102 Stat., 4306) requires persons receiving any grant from a

Federal agency to certify that it will provide a drug-free workplace
Therefore, an uranium enrichment applicant or licensee obtaining a
Federal agency grant or contract of $25,000 or more will be required to
certify that it will provide a drug-free workplace.

1f an enrichment facility is expanded by adding additional modules
after operation has begun, the new modules would be required to meet the
requirements »7 the existing FNMC Plan, by addendum to the plan, ' rior to
»lacing the modules in service. However, the NRC staff belfeve that it
has addressed a)) major f.sues associated with MCAA for enrictaent
facilities, but 1f that is 0t the case, the staff evjects to handle
those issues as they arise on a ~ac--L,-case basis through iicense
conditions,

The Commission {s proposing new MCAA requirements for uranium
enrichment facilities. Since the proposed 10 CFR 74.33 was developed by
starting with the existing 10 CFR 74,31 requirements, most of the general
performance objectives of 10 CFR 74.31 were incoronrated. Notadbly, 10

CFR 74.31(a)(3), “Aid in the invistigation and recovery of missing

material,” was not retained. Although this objective might be helpful




following an actual theft of fNM, it is not Togically part of an MCAA
system, because ft inve'ven activities that can only begin after the
material has left the licenses's control., Recovery of missing material
is A responsibiiity of the U.5. Department of Justice, which has ample
authority t¢ compel any licensee's assistance in {ts investigatory and
prosecuturial activities. The proposed 10 CFR 74,33 sets forth require~
wents for iradivicra) WCAA measures and additional - .asures Lo protect
against unauthorized activities at facilities producing SMM of Tow stra-
tegi: significanca, The propesed 10 CFR 74.33 dces not depend on 10 CFR
74 31 byt is Yntended to be a stand-alone provision,

A wajnr new feature of this proposed rule is the reguirement to

23%

account on & measured basis Yor al)l uranium and U on site, whether it

ie natural, ‘epleted, or enriched uranium. This {s necessrry hecause the

235

enricnment pirocess, in changing the v concentration, consumes natural

uyranium and sroduces depleted snd enriched uranium, [f a material

balance arvund the 0235

rece2d, produced, shinped, and r.-satning in
‘nventory is perfodically verified by a physical inventery; then this
process, in the shsence of any sefeguards alarms, provides high assurasce
that the (8’ system is opatating properly.

The proposed rule contains cther siguificant features whizh will be
described in tusn. Physical inventorias taken on an annual basis have
ristorienlly been sufficient for safeguarding low enriched uranium; 1.e.,

less than 10 ercent u235

, and thus, have been applied to enrichment
racilities. Phvsical {nventories are alsc expected to be surficient for
satura)l and depieted uranium because the material will de in a form which

fs easily ard precisely seasured.



The 2-month interval for dynamic inventories of the enrichment
process area was selected because annual material balances represent a
large quantity of uranium with an associsted relatively large
Jyncertainty Since uncertainty has the effect of reducing the amount of
material loss that can be detected, the 2-month inturval improves our
loss detection capanility by reducing the amount of material in the
material balance Also, the 2-month period provides ar opportunity to
check the operation of the material tracking system i that proper
tracking of all quantities of material can be demonstratcd, Since

process area inventories are based on indirect measurements, and not the

traditiona) MCAA measurements based on assays of samples, and isntopic or

”»

L&

21
U*“Y determinations, the uncertainties are higher for indire~:

measurements., The iterative process of taking dynamic inver:

'

2 months, 1.e., predicting the amount of enriched uranium based on
indirect measurements and compar.ng that to the actual amount produced in
a finite amount of time, e.g., 24 hours, establishes a process which
could Yead to more accurate dynamic inventories. Finally, the 2-month
period repeated over time will effectively monitor any long term growth
of process holdup within the process piping and equipment.

A practice of exempting items each containing less than 500 grams

up to a cumulative total of 50 kilograms 0235 from the item contro)
program has historically been sufficient for low enriched licensees, and
thus, has been applied to enrichment facilities. The NRC staff does not
expect any adverse impact on the MCAA program because the total quantity

exempted ‘s tmal)l relative to the active inventory for an enrichment

facility.




A practice of exempting frem resolution shipper-receiver differences

, 235 : . .
which are less than 500 grams U has historically been sufficient for

‘ low enriched licensees, and thus, has been applied to enrichment
facilities The NRC staff does not expect any adverse impact on the MCLA

y because shipper-receiver differences should average out to a near

-
O
-
ow
=3

zero value over time due to some differences being r .ive and others

‘ r?q&!‘.e

Draft Regulatory Guide

The proposed rule 1s written in general, performance-based language
to give the applicant flexibility in designing a cost-effective system to
make best use of site-specific features The purpose of the draft
requlatory guide is to provide an acceptable methed of meeting the
performance-based system capabilities described in 10 CFR 74.33, 't
should be noted that the applicant is free to use any method that
complies with the requirements of 10 CFR 74,33,

The Commission also requests public comment nn the draft regulatory
guide. Comments on the draft guide may be submitted to the NRC as

. indicated under the ADDRESSES heading.

Significant Environmental Impact: Availability

Finding of No

has determined under the National Environmental

The Commission

Policy Act of 1969, as amended, and the Commission's regulations in

Subpart A of 10 CFR Part 51, that these amendments are not & major

Federal action significantly affecting the quality of the human



environment, and therefore an environmental impact statement is not
required. The rule is mainly administrative in nature and would not
change any requirements thati could have significant environmental impact.
The proposed rule would provide assurance that only enriched uranium of
low strategic significance as authorized by the license is produced at a
14icensed enrichment facility through material control and accounting
measures and other  ropriate requirements. There may be some increase
in occupationa)l exposure stemming from safeguards-related activities such
as data recording, inspeiting, or sample taking, but likely not enough to

be measurable or fdentifiable.

Paperwork Reduction Act Statement

This proposed ruie amends information collection requirements that
are subject to the Paperwork Reduction Act (44 U.S5.C. 3501 et seq.). The
recordkeeping and reporting requirements in this rulemaking have been
submitted to the Office of Management and Budget for review and approval
of the paperwork requirements.

Public reporting burden for this collection of information is
estimated to average 437 hours per response, inclufing the time for
reviewing instructions, searching existing data sources, gathering and
maintaining the data needed, and completing and reviewing the collection
of information. Send comments regarding this burden estimate or any
other aspect of this collection o’ information, including suggestions for
reducing this burden, to the Information and Records Management Branch
MNBB-7714, U.S. Nuclear Regulatory Commissiun, Washington, DC 20555; and
to the Desk Officer, Office of Information and Regulatory Affairs,
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NEOB-3019, (3150-0123), Office of Management and Budget, Washington, DC
20503.

Draft Regulatory Analysis

The NRC has prepared a draft regulatory analysis on this proposed
regulation. The analysis examines the costs and benefits of the
alternatives considered by the NRC.

The Commission requests public comments on the draft regulatory
analysis. Comments on the draft analysis may be submitted to the NRC as
{ndicated under the ADDRESSES heading.

Regulatory Flexibility Certification

In accordance with the Regulatory Flexibility Act, 5 U.5.C. 605(b),
the Commission ce tifies that, 1f promulgated, this rulemaking will not
have a significant economic impact on a substantial number of small
entities. The proposed rule, when promulgated, would affect only persons
who build or operate enrichment facilities producing enriched uranium of
low strategic significance. The owners of enrichment facilities do not
fall within the scope of the definition of “small entities" set forth in
Section 601(3) of the Regulatory Flexibility Act, 15 U.§.C. 632, or the
smal] Business Size Standards set out in regulations issued by the Small

Business Administration at 13 CFR Part 121.
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Backfit Analysis

The NRC has determined that the backfit rule, 10 CFR 50,109, does
not apily to this proposed rule and, thus, a backfit analysis is not
requirsd for .iese amendments because it does not involve any provisions
that would impose backfits on licenses, approvals, or applications for

any existing facilities described in 10 CFR 50.109(a)(1)(1)=(iv).

List of Subjects

Part 2: Administrative practice and procedures, Antitrust,
Byproduct material, Classified information, Environmenta) protection,
Yuclear materials, Nuciear power plants and reactors, Penalty, Sex
discrimination, Source material, Special nuclear material, Waste
treatment and disposal.

pPart 40: Government c.i.iracts, Hazardous materfals~-transportation,
Nuclear materials, Criminal penalties, Reporting and recordkeeping
requirements, Source .aterial, Uranium,

Part 70: Hazardous materials--transportation, Material control and
accounting, Nuclear materials, Packaging and containers, Criminal penal-
ties, Radiation protection, Reporting and recordkeeping requirements,
Scientific equipment, Security measures, Special nuclear material.

Part 74: Accounting, Hazardous materials--transportation, Material
tontrol and accounting, Nuclear materials, Packaging and containers,
Crimina) penalties, Radiation protection, Reporting and recordkeeping
requirements, Scientific equipment, Special nuclear material.

For the reasons set forth in the preamble and under the authority of
the Atomic Energy Act of 1954, 2s amended, the Energy Reorganization Act
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of 1974, as amended, and 5 U.5.C. 553, the NRC is proposing to adopt the
following amendments to 10 CFR Part 74, and conforming amendments to 10
CFR Parts 2, 40, and 70.

PART 2 = RULES OF PRACTICE FOR DOMESTIC LICENSING PROCEEDINGS

1. The authority citation for Part 2 continues to read as follows:

AUTHORITY: Secs. 161, 181, 68 Stut. 948, 953, as amended (42 U.5.C.
2201, 2231); sec. 191, as amended, Pub. L. 87-615, 76 Stat. 409 (42
U.5.C. 2241); sec. 201, 88 Stat. 1242, as amended (42 U.5.C, 5841); 5
u.s.C. 582,

Section 2.101 also issued under secs. 53, 62, 63, 81, 103, 104, 105,
6€ Stat. 930, 932, 933, 935, 936, 937, 938, as amended (42 U.5.C. 2073,
2092, 2093, 2111, 2133, 2134, 2135); Sec. 114(f), Pub L. 97-425, 96
Stat. 2213, as arended (42 U.S.C. 10134(f)); sec. 102, Pub. L. 91-180, 83
Stat. 853, as amended (42 U.S.C. 4332); sec. 301, 38 Stat. 1248 (42
U.5.C. 5871). Se “‘ons 2.102, 2.103, 2..04, 2.105, 2.72]1 also issued
under secs. 102, lu., 104, 105, 183, 189, 68 Stat. 936, 937, 938, 954,
955, as amended (42 U.S.C. 2132, 2133, 2134, 2135, 2233, 2239). Section
2.105 also issued under Pub, L. 97-415, 96 Stat. 2073 (42 U.5.C. 2239).
Sections 2.200-2.206 also issued under secs. 186, 234, 68 Stat. 955, 83
Stat. 444, as amended (42 .5.C. 2236, 2282); sec. 206, 88 Stat. 1246 (42
U.5.C. 5846). Sections 2.€00-2.606 also .ssued under sec. 102, Pub. L.
91-190, 83 Stat, 853 as amended (42 U.S.C. 4332). Sections 2.700a, 2.719
also issued under 5 U.S.C. 554, Sections 2.754, 2,760, 2.770, 2.780 also
{ssued under 5 U.S.C. 557. Section 2.764 and Table 1A of Appendix C also
{ssued under secs. 135, 141, Pub. L. 97-425, 96 Stat. 2232, 2241 (42
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U.5.C. 10155, 10361). Section 2.790 also issued under sec. 103, 68 Stat,

936, as amended (42 U.S.C. 2133) and 5 U.S5.C. 552. Sections 2.800 and
2.808 also issued under 5 U.5.C. 553, Section 2.809 also {ssued under §
U.5.C. 553 and sec. 29, Pub. L. 85-256, 71 Stat. 579, as amended (42
U.5.C. 2039). Subpart K also issued under sec. 189, 68 Stat. 955 (42
U.S.C. 2239); sec. 134, Pub. L. 97-425, 96 Stat. 2230 (42 U.5.C. 10154).
Subpart L also issued under sec. "89, 68 Stat. 955 (42 U.S.C. 2239).
Appendix A also issued under sec. 6, Pub. L. 81-560, 84 Stat. 1473 (42
U.5.C. 2135). Appendix B also issued under sec. 10, Pub. L. 99-240, 99
Stat. 1842 (42 U.S.C. 2021b et seq.).

2. In Appendix C, Supplement 111 is amended by adding new

paragraphs A.3 and B.4 to reac as follows:

Supplement 111 - Severity Categories

Safeguarde

A’!ﬁt

3,  Actual unauthorized production of a formula quantity of special

nuclear material.

4. Actua) unauthorized production of special nuclesr material.

® ® ® * *
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PART 40 = DOMESTIC LICENSING OF SOURCE MATERIAL

3.  The authority citation for Part 40 continues to read as

follows:

AUTHORITY: Secs. 62, 63, 64, 65, 81, 161, 182, 183, 186, 68 Stat.
932, 933, 935, 948, 953, 954, 955, as amended, secs. 1le(2), 83, 84, Pub.
L. 95-604, 92 Stat. 3033, as amerded, 3039, sec. 234, 83 Stat. 444, as
amended (42 U.S.C. 2014(e)(2), 2092, 2093, 2094, 20985, 2111, 2113, 2114,
2201, 2232, 2233, 2236, 2282); sec. 274, Pub. L. B6-373, 73 Stat. 688 (42
U.S.C. 2021); secs. 201, as amended, 202, 206, 88 Stat. 1242, as amended,
1244, 1246 (42 U.5.C. 5841, 5842, 5846); sec. 27%, 92 Stat. 3021, as amended
by Pub. L. 97-415, 96 Stat. 2067 (42 U.S.C. 2022).

Section 40.7 also issued under Pub, L. 95-601, sec. 10, 92 Stat. 2951
(42 U.S.C. 5831). Section 40,31 (g) also ‘ssued under sec. 122, 68 Stat.
939 (42 U.5.C. 2152), Section 40.46 also issued under sec. 184, 68 Stat.
954, as amended (42 U.S.C. 2234). Section 40.71 also issued under sec.
187, 68 Stat. 855 (42 U.S.C. 2237).

For the purposes of sec. 223, 68 Stat. 958, as amended (42 U.5.C.
2273); §6 40.3, 40.25(d)(1)=(3), 40.35(a)=(d) and (f), 40.41(b) and (c),
40.46, 40.51(a) and (c), and 40.63 are issued under sec. 161b, 1611, and
1610, 68 Stat. 948, 949, and 950, as amended, (42 U.S.C. 2201(b), 2201(1),
and 2201(0)), and §8 40.5, 40.9, 40.24(c), (d)(3), and (4), 40.26(c)(2),
40.35(e), 40.42, 40.61, 40.62, 40.64, and 40.65 are issued under sec. 16lo,
68 Stat. 950, as amended (42 U.S.C. 2201(0)).

4, 1In § 40.1, paragraph (a) is revised to read as follows:
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- DOMESTIC LICENSING OF SPECIAL NUCLEAR MATERIAL

The authority citation for Part 70 continues to read as foll
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