May 28, 1997 SECY-97-111

FOR: The Conmi ssi oners

FROM L. Joseph Callan [/s/
Executive Director for Operations

SUBJECT: RULEMAKI NG PLAN: ENERGY COMPENSATI ON SOURCES FOR VELL
LOGAE NG AND CLARI FI CATI ONS - CHANGES TO 10 CFR
PART 39

PURPOSE:

To informthe Comm ssion that the staff’s draft Rul emaki ng Pl an
that would nodify well |ogging requirenments to reflect the use of
new wel | 1 oggi ng technol ogy has been forwarded to the Agreenent
States for their corment. O her changes are al so bei ng proposed
to inprove, clarify, and update Part 39.

BACKGROUND:

Part 39 provides the |licensing and radiation safety requirenents
for well logging. The basic regulation was promul gated about 10
years ago when the technology required drilling to stop while
parts of the drilling pieces were renoved before | owering the

| oggi ng tool down a well. Mdre recent technology allows well

| oggi ng to be acconplished during drilling. This technol ogy
requires a small radioactive source referred to as an energy
conpensati on source, or ECS. Well |ogging |licensees have
identified concerns with the current well |ogging requirenents
that were witten for the larger-curie sources.

AGREENMENT STATE | MPLENMENTATI ON | SSUES:

Agreement State |icensees should benefit fromthese changes in a
manner simlar to NRC |licensees. W do not anticipate any
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Agreenent State issues. This rulemaking would be a conpatibility
level Il, that is, the Agreenent States nust adopt these
requi renments, but they could be nore stringent if they desire.

COORDI NATI ON:

The O fice of the General Counsel has no | egal objection to the
draft Rul emeking Plan. The Ofice of the Chief Financial Oficer
has no objection to the resource estimates in the draft

Rul emaking Plan. The Ofice of the Chief Information Oficer has
reviewed the draft Rul emaking Plan for information technol ogy and
i nformati on managenent inplications and concurs in it. However,
the plan inpacts information collection requirenments that nust be
submtted to the Ofice of Managenent and Budget for review and
approval .

RESOQURCES:

Resources to conplete the rul emaking are included in the current
budget .

L. Joseph Call an
Executive Director
for Operations

At tachnent:
Draft Rul emaki ng Pl an



Draft Rul emaki ng Pl an

ENERGY COMPENSATI ON SOURCES FOR WELL LOGE NG AND
CLARI FI CATI ONS - CHANGES TO 10 CFR PART 39

Requl atory Problem

The licensing and radi ation safety requirenments for well
| oggi ng are provided in 10 CFR Part 39. The basic regul ati on was
pronul gated about 10 years ago. Since then newer technol ogy has
been devel oped that was not envisioned when the rule was witten.
Portions of the existing regulations are overly burdensone and
can be nodified with mnimal inpact to public health and safety.
In addition, there are other sections that should be changed to
i mprove, clarify, and update Part 39.

Current Requirenments and Proposed Changes.

The principal objective of the proposed rulemaking is to
revise Part 39 to accommpdate the snml| radi oactive sources that

are now used in sonme well |ogging applications. Wen Part 39 was
promul gated, the technology required drilling to stop while parts
of the drilling pieces were renoved before |owering the |ogging
tool down a well. Mre recent technology, referred to as

"l ogging while drilling,” allows well 1ogging to be acconplished
during drilling. This technology requires a small energy
conpensation source, or ECS. A second innovation separates the
ECS and the logging tool fromthe larger well |ogging source to
all ow easier retrieval of the well |ogging source if the dril

stem becones unretrievabl e.

The ECS is a small source (less than 0.0001 curie) conpared
to the normal 3-to0-20 curie sources used in well |ogging. Part
39 has no specific provisions for these small sources because the
witers of the existing rule did not envision this technol ogy.
Many of the requirenents in Part 39, when applied to an ECS, are
not necessary to protect public health and safety and the
envi ronnent and may not be appropriate for an ECS. Because the
exi sting regul ations do not allow for variations based on the
strength of the radioactive source, |icensees who use an ECS nust
neet all the requirenments of Part 39. Exanples of unnecessary
requi rements deal with well abandonment (Sections 39.15 and
39.77), leak testing (Section 39.35), design and perfornmance
criteria for seal ed sources (Section 39.41), and nonitoring of
sources lodged in a well (Section 39.69). The NRC staff is
proposi ng that only sections dealing with physical inventory
(Section 39.37) and records of material use (Section 39.39)
shoul d apply for the use of an ECS.

Therefore, the NRC staff is proposing to nodify the
regulations in Part 39 to define an ECS and provi de appropriate
regul ations for using ECSs in well logging. The nost significant
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change woul d exenpt an ECS fromthe costly procedures for well
abandonnent. Wel| abandonnent, in addition to specific reporting
and approval requirenments, requires that the source be

i mmobi | ized and sealed in place with a cement plug, that the
cenment plug be protected frominadvertent intrusion, and that a

per manent plaque be nounted at the surface of the well. Also,
the well itself may not be able to be used for its original
pur pose.

The NRC staff is pro p sing to limt quantities of |icensed
material in an ECS to 3. q [100 microcuries]. This wll

provi de |icensees erX|b|I| y In the design of ECSs while
limting the source to levels that the Conmm ssion has al ready
eval uated for other products and found to be of no significant

i mpact to public health and safety. Current ECSs typically use
up to 50 mcrocuries of Am241. The NRC has al ready authorized
the distribution of gas and aerosol detectors under Section 32.26
containing nore than 100 m crocuries of Am 241 to persons exenpt
froman NRC |license.

Several other changes woul d be proposed to i nprove, clarify,
and update Part 39 requirenents.

1. As with the changes being proposed for an ECS, tritium
neutron generator target sources should not be required to neet
all of the requirements in Part 39. Tritium neutron generator
sources typically contain |l ess than 20 curies of tritiumwhich is
| ess hazardous than the typical cesiumor americium sources
currently being used in well | ogging applications. The tritium
sources only produce a significant neutron stream when a voltage
I's applied.

For well 1 ogging applications, the NRC staff is proposing
that the tritiumneutron generator targets be subject to the
requi renments of Part 39 except for the sections dealing with well
abandonnent (Sections 39.15 and 39.77) and the seal ed source
design and performance criteria (Section 39.41). As discussed
bel ow, the potential hazard of these sources does not warrant the
existing requirenents for well abandonnment in the event that the
source becones lost. |In addition, the requirenents associ ated
with seal ed sources for well |ogging were not intended for
tritiumneutron generator target sources, but Part 39 has not
been clarified to reflect appropriate requirenents for using this
type of source in well 1|ogging.

The NRC staff is proposing to limt quantities of tritiumto
1,110 MBgq [30 curies] for tritiumneutron generator targets. The
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current use of tritiumneutron generator targets for well | o0gging
appl i cati ons have not exceeded 20 curies. The 30-curie limt
woul d allow licensees flexibility in new designs, while
maintaining the tritiumw thin an environnmental ly safe | evel.
These sources are used for well logging in oil and gas wells.
Since a surface casing is used to protect fresh water aquifers,
the only potential exposure hazard these sources would present is
to the workers. Exposure would only be a problemif the source
were ruptured and the tritiumwere ingested in significant

guantities. If a tritiumsource were lost, it would be contai ned
W t hin thousands of cubic feet of drilling nmud. This drilling
mud cont ai ns hazardous chem cals and is controlled and nonitored
as part of the drilling operations. Therefore, the NRC staff

bel i eves that elimnating costly requirenents for these sources
wll not significantly inpact public health and safety.

2. Section 39.77 provides the requirenents for notification and

procedures for abandoning irretrievable well |o0gging sources.
This section specifies that NRC approval nust be obtained prior
to i npl ementi ng abandonnent procedures. [In sone circunstances,

such as high well pressures that could lead to fires or

expl osions, the delay required to notify NRC nay cause an

i Mmedi ate threat. This section should be nodified to all ow

I mredi at e abandonnent, w thout prior NRC approval, if a delay
could cause an imedi ate threat to public health and safety. The
NRC woul d be notified after the fact.

3. Section 39.15 provides requirenments for abandoni ng
irretrievabl e seal ed sources. This section would be nodified to
provi de performance-based criteria for inadvertent intrusion on
the source. This would allow |icensees greater procedural
| atitude while continuing to ensure source integrity. The
current requirenments may be nore restrictive than is necessary
for licensees to protect an abandoned source, dependi ng upon the
i ndi vi dual well abandonnent. For exanple, if a significant
anount of drilling equipment is abandoned with the well, this
equi prent maybe effective in preventing inadvertent intrusion on
t he source, but mght not nmeet the requirenments of Section 39.15.

Paragraph (a)(5)(ii) of Section 39.15 has prescriptive
requi rements for irretrievable well |ogging sources, specifying
the use of a nechanical device at a specific location within the
abandoned well. The NRC staff is proposing that |icensees
"prevent inadvertent intrusion on the source,” which would
require that the source be protected but allow |icensees the
flexibility to determ ne the best method. This proposed change
woul d not affect the requirenent in (a)(5)(i) for a well |o0gging
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source to be inmobilized with a cenent plug or the requirenent in
(a)(5)(iii) for a permanent plaque.

4. The NRC issued a generic exenption fromthe current design
and performance criteria for seal ed sources in 1989. This
exenption allows the use of ol der seal ed sources, that have not
denonstrated that they neet current criteria, to be used for well
|l ogging. This exenption is currently in use, but is not included
in Part 39. The regulations would be nodified to make this
exi sting procedure an NRC regul ati on.

Seal ed sources that were in use before July 14, 1989, nmay
use design and performance criteria fromthe United States of
Anmerica Standards Institute (USASI) N5.10-1968 or the criteria in
Section 39.41. The use of the USASI standard is based on an NRC
Notice of Generic Exenption issued on July 25, 1989 (54 FR
30883). Seal ed sources manufactured after July 14, 1989 had to
continue to neet the requirenents of Section 39.41. NRC
regul ati ons have not incorporated the USASI N5.10-1968
requi rements for ol der seal ed sources. The primary difference
between the two standards is that the new standard includes a
vi bration test that was included for consistency with
i nternational standards. The USASI standard consi dered a
vi bration test and concluded that, to pass the other
requi rements, the source would be so rugged there was no reason
to include a vibration test.

The exenption to allow the use of the USASI standard was to
avoid a situation in which well |ogging |icensees nm ght be
unnecessarily forced out of business and have to di spose of their
sources because the original source manufacturers failed to
denmonstrate that these sources neet criteria that becane
effective in 1989. The NRC determ ned that seal ed source nodel s
subject to the USASI standard woul d not adversely affect public
heal th and safety. Because many of these ol der seal ed sources
contain radioactive material with half-lives that allow their
conti nued use (i.e., cesium 137 and anericium 241 have hal f-Ilives
of 30 and 458 years respectively), this nodification to the
regul ations is appropriate.

5. Section 39.35 specifies |leak testing requirenents for seal ed
sources, and paragraph (e) specifies exenptions fromthe testing
requi rements. The existing |eak testing requirenments should
clarify that the requirenments apply to the radiation that is
capabl e of escapi ng the source encapsul ati on, rather than the
radi oactive element or material itself. For exanple, although
Am 241 emits both al pha and ganma radi ati on, when encapsul ated in
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stainless steel (e.g. an ECS source) only the gamra radi ati on can
pass through the capsul e.

6. Sections of Part 39 that contain dates that have passed
woul d be updated to reduce confusion. Sections 39.33 and 39. 49
contain requirenents that were dependent upon dates that have
passed and are no | onger appropriate. For clarity and to avoid
confusion, these sections should be updated to renove
requi rements that are no | onger appropriate.

7. Sections of Part 39 will be updated to conformw th the
agency’s netric policy. Sections 39.15, 39.33, 39.35, and 39.41
contain units of neasure that do not conply with the NRC
metrication policy. The policy is to state the nmetric units
first, with English units, if desired, in brackets.

Assessnent of | npacts on Licensees and Cost Effectiveness.

Thi s rul emaki ng, conpared to current requirenments, would
provide relief to NRC and Agreenent State |icensees who use an
ECS or a tritiumneutron generator target for well | ogging
W thout a significant inpact on health and safety. O her
revisions to Part 39 woul d reduce confusion, and nmay reduce
costs, for NRC and Agreenent State |icensees.

A review of sonme typical well abandonnments has shown that
wel I s have been abandoned with only the ECS present at costs that
range from 100’ s of thousands of dollars to over a mllion
dollars. Since NRC resources to amend 10 CFR Part 39 are
estimated to be about one staff year, this is a cost effective
one-time use of resources.

OGC Anal ysi s.

The principal objective of the proposed rule is to change
the current regulations to reflect the use of new technol ogy that
al l ows | oggi ng operations to be done concurrently with drilling.
This rule would nore appropriately regulate small energy
conpensation sources. The rule would nodify the abandonnent
procedures for inadvertent intrusion on the source using
per for mance- based criteria, nodify the abandonnment procedures for
tritiumneutron generator target sources to avoid costly
abandonnments since this hazard does not warrant the use of the
exi sting procedures, and nodify well abandonnent procedures when
an imrediate threat to public health and safety is involved. The
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proposed rule would al so update sections of 10 CFR Part 39 that
contain dates which have passed and inplenent the netric system
OGC has not identified any Paperwork Reduction Act issues and
does not believe this action constitutes a "major rule" pursuant
to the Small Busi ness Regul atory Fairness Enforcenent Act of
1996. OGC believes that the rule does not constitute a backfit
pursuant to 10 CFR 50.109; therefore, a backfit analysis is not
necessary. However, OGC believes that the NRC staff nust devel op
an envi ronnmental assessnent pursuant to 10 CFR 51.21. 1In al

ot her respects, OGC has not identified any potential |egal
conplications or known bases for a | egal objection to the

rul emaki ng.

Agreenent State | nplenentation |ssues.

Agreenent State |icensees should benefit fromthese changes
in a manner simlar to NRC |licensees. W do not anticipate any
Agreenent State issues. This rulemaking would be a conpatibility
level Il, that is, the Agreenent States would need to adopt these
requi renments, but could be nore stringent, if they desire.

Supporting Docunents.

This rul emaki ng woul d require a Regul atory Anal ysis that
woul d estinmate the cost savings to both the NRC and |icensees for
each of the proposed changes. The information provided in the
Regul atory Anal ysis for each change concerning the inpact on
small entities would be sufficient to support a Regul atory
Flexibility Analysis or a certification that the proposed rule
woul d not have a significant econom c inmpact on a substanti al
nunber of small entities. No backfit analysis will be needed
because the rul emaki ng woul d not affect Part 50 |licensees. An
OVMB C earance Package will be needed because the rulemaking is
expected to reduce reporting or recordkeeping requirements. An
Envi ronnment al Assessnent woul d be needed to show, as NRC staff
currently believe, that there is no significant inpact to public
health and safety in treating an ECS or a tritium neutron
generator target with I ess stringent regulatory requirenments than
the larger well 1ogging sources and the other changes di scussed.

Resour ces.

The estimated resources to conplete this rul emaki ng woul d be
about one staff year divided anong RES, NMSS, Region |V, and OGC



The Comm ssi oners

Contractor support will be expended to assist in preparing
t he Environnental Assessnment and the Regul atory Analysis. NRC
staff estimates this effort at about $60, 000.

These resources are included in the current budget.

Lead Ofice Staff and Staff From Supporting Ofices.

Lead O fice - Project Minagenent Concurring Oficial

RES - Mark Haisfield Joseph Mur phy

Techni cal Support Ofices

NMSS - Bruce Carrico Donal d Coo
Region IV - Anthony Gai nes Ross Scar ano
OGC - Maria Schwartz Stuart Treby

Steering G oup.

No steering group will be used on this rul emaking. The
wor ki ng group is identified above.

Enhanced Public Participation.

The Agreenent States would be all owed 45 days for input on
this draft Rulemaking Plan. This rulemaking will also be
avail abl e on both the NRC el ectronic bulletin board at Fedwrld
and NRC s interactive rulemaking web site to facilitate public
di al ogue. Both the FedWwrld bulletin board and the interactive
web site allow users to review conments and questions submtted
by others and al so provides a nechanismfor NRC to respond
el ectronically, where appropriate. The approved Rul enaking Pl an
and the proposed rule wll be placed on FedWrl d.

EDO or Conmi ssi on | ssuance.

It is reconmended that the EDO i ssue the proposed and fina
rule. This action does not constitute a significant question of
policy, and falls within the EDO s authority. |[If significant
policy issues are raised during the public conment period, a SECY
Paper will be prepared for the final rule.
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Schedul es.

Draft Rul emaking Plan for O fice concurrence
(allow 20 days for Ofice review) Mar ch
1997
Draft Rul emaking Plan to the Agreenent States and
CRCPD for coment, and SECY Paper to the
Conmi ssion for information June 1997
SECY Paper, including draft Rul emaking Plan, with
di sposition of Agreement State comrents for
O fice concurrence (allow 20 days) Sept enber
1997
SECY Paper, for approval of Rulemaking Plan, to EDO
Cct ober 1997
Approval of final Rulenmaking Plan to initiate
rul emaki ng and publish final Rul emaking Plan

on Bulletin Board Decenber 1997
Proposed rul emaki ng package for O fice concurrence June
1998
Proposed rul emaki ng package to the EDO August
1998
Proposed rul e published (60 day comrent period) and
submttal of OVB C earance Package to OVB Cct ober
1998
Final rule published July 1999



