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1 INTRODUCTION 

The U.S. Nuclear Regulatory Commission (NRC) uses this guidance to evaluate, when 
appropriate, the costs and benefits of proposed regulatory actions to protect public health and 
safety, promote the common defense and security, and protect the environment. Before 
following this guidance, the NRC staff should determine as a threshold matter whether applying 
a new requirement to an already licensed facility is necessary for adequate protection of public 
health and safety. This will ensure that the staff does not impermissibly consider costs. 

Cost-benefit These evaluations help the staff provide 2.0._adequate justification basis for the 
proposed action and document a clear explanation of why the proposed action was 

.recommended. This guidance contains the framework for (1) identifying the problem and 
associated objectives, (2) identifying alternatives for meeting the objectives, (3) analyzing the 
consequences of alternatives, (4) selecting a preferred alternative, and (5) documenting the 
analysis in an organized and understandable format. The resulting analysis is referred to as a 
cost-benefit analysis.! 

The NRC staff has revised NUREG/BR-0058, "Regulatory Analysis Guidelines of the 
U.S. Nuclear Regulatory Commission," to accomplish three objectives. First, this revision 
consolidates the NRC cost-benefit analysis guidance of NUREG/BR-0058, Revision 4, issued 
September 2004, and NUREG/BR-0184, "Regulatory Analysis Technical Evaluation Handbook," 
issued January 1997, into one document. It also references the applicable portions of 
NUREG-1409, "Backfitting Guidelines." NUREG/BR-0058 provides cost-benefit guidance for 
NRC's regulatory analyses, backfit analyses, and National Environmental Policy Act (NEPA) 
reviews across NRC program offices. Second, this revision incorporates improvements in 
methods for assessing factors that are difficult to quantify and includes relevant best practices 
identified in Government Accountability Office (GA0)-09-3SP, "GAO Cost Estimating and 
Assessment Guide: Best Practices for Developing and Managing Capital Program Costs," 
and recommendations from GA0-15-98, "NRC Needs To Improve Its Cost Estimates by 
Incorporating More Best Practices." Third, this revision incorporates NRC experience and 
improvements in uncertainty analysis, as well as Commission direction on cost-benefit analysis 
since the last revision to these documents. 

Although the NRC is not required to conduct cost-benefit analyses, it voluntarily began 
performing them in 1976. In preparing cost-benefit analyses, the NRC ensures that decisions 
imposing buFdens onresulting in costs for licensees are based on adequate information about 
the costs and benefits associated with a reasonable set of alternatives. The NRC also follows a 
systematic and disciplined process that is open and transparent. The ultimate objective of this 
process ·is to ensure that all new requirements buFdens are justified appropriate from a cost- · 
benefit perspective and will achieve intended regulatory objectives. The NRC conducts a type 
of cost-benefit analysis as part of the regulatory review of cost justified substantial safety 
enhancements, as well as safety, regulatory .. and environmental analyses. 

The cost-benefit analyses prepared by the NRC before 1983 were termed :value-impact: 
analyses and followed the value-impact guidelines in SECY-77-388A, "Value-Impact 
Guidelines," dated December 19, 1977. In February 1981, f=>Fesident Ronald Reagan issued 

· Executive Order (EO) 12291 , "Federal Regulation," tt=.at-directed executive agencies to prepare 

1 In this NUREG. the tenn "problem" is intended to include not only identified safety or security problems. but also the 
potential for achieving a cost-beneficial substantial safety enhancement. 
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a cost-benefit impact analysis for all major rules and stated that cost-benefit actions should be 
based on adequate information about the need for and consequences of proposed actions. 
Moreover, EO 12291 directed that actions were not to be undertaken unless they resulted in a 
positive net value to society. As an independent agency, the NRC was not required to comply 
with EO 12291. However, the Commission noted that its established cost-benefit review 
procedures included an evaluation of proposed and existing rules consistent with the 
cost-benefit impact analysis provisions of EO 12291. The Commission determined that 
clarifying and formalizing its existing cost-benefit procedures for the analysis of cost-benefit 
actions would enhance the effectiveness of such actions and further meet the spirit of 
EO 12291. The result was NRG issued the original version of these guidelines as 
NUREG/BR-0058, issued in January 1983. 

In December 1983, the NRC issued NUREG/CR-3568, "A Handbook for Value-Impact 
Assessment." This 1983 handbook outlined systematic procedures for value-impact 
assessments. The NRC issued Revision 1 to NUREG/BR-0058 in May 1984 to include 
appropriate references to NUREG/CR-3568. 

The Commission's policy statement on "Safety Goals for the Operations of Nuclear Power 
Plants," issued in 1986 (Volume 51 of the Federal Register [FR], page 30028 [51 FR 30028]; 
August 21, 1986), presents a risk-informedaasee philosophy for the NRC staff to use in its 
regulatory analysis process for proposed actions that may affect commercial nuclear power 
reactors. The Commission 's 1986 safety goal policy provides a "safety first" test that gives 
added strength to the regulatory decisionmaking process for new requirements that are 
considered and justified appropriate as-safety enhancements applicable to more than one 
nuclear power reactor. 

Specifically, application of this philosophy minimizes the number of occasions that resources 
are spent on conducting extensive regulatory analyses that tatef-ultimately determine that a 
proposed action is not justified because tho incremental safety benefits would not substantially 
improve the existing level of plant safety. By defining a clear level of incremental safety for 
nuclear power plants, the safety goal evaluation, as part of the regulatory analysis, provides the 
staff with direction in deciding whether any further regulatory changes (i.e ., backfits) are 
warranted. Thus, the safety goal evaluation can reduce truncate the need for further analysis or 
consideration of proposed regulatory actions. Therefore, the regulatory analysis process for 
safety enhancement issues should address the safety goal analysis, discussed in Section 2.2 of 
this document, as early as possible. 

In September 1993, President Bill Clinton issued EO 12866, "Regulatory Planning and Review./' 
was issued, revoking EO 12291. Section 1 of EO 12866 contained principles of regulation, and 
Section 6(a)(3) contained the elements of a cost-benefit analysis that are relevant to this 
guidance. EO 12866 revokes EO 12291 . Except for certain planning functions in Section 4 ef 
EO 12866, the NRC, as an independent agency, is not required to comply with EO 12866, but.,. 
Nevertheless, this guidance reflects the intent of the EO ~ . in part, because of the 
Commission's previously expressed desire to meet the spirit of Executive Orders related to 
cost-benefit reform and decisionmaking, when appropriate. 

In November 1995, the NRC issued Revision 2 to NUREG/BR-0058 to reflect the following: 

• the NRC's accumulated experience with implementing Revision 1 to NUREG/BR-0058 
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• changes in NRC regulations and procedures since 1984, particularly the promulgation of 
the backfit rule in Title 10 of the Code of Federal Regulations ( 10 CFR) 50.109, 
"Backfitting," and the publication of the Commission policy statement on safety goals for 
the operations of nuclear power plants in the Federal Register (51 FR 30028) on 
August 21, 1986 

• advances and refinements in cost-benefit analysis techniques 

• cost-benefit guidance for Federal agencies in EO 12866 and in issuances of the 
Administrative Conference of the United States and the Office of Management and 
Budget (OMB).2 

• procedural changes designed to enhance the effectiveness of the NRC's cost-benefit 
analysis 

In January 1997, the NRC issued NUREG/BR-0184. This guidance expands upon policy 
concepts and provides data and methods to support the development of cost-benefit analyses. 

In July 2000, the NRC issued Revision 3 to NUREG/BR-0058 to address the NRC's policy for 
the treatment of industry initiatives in cost-benefit analyses, which is addressed in Section 5.3.1 
of this document. 

In September 2004, the NRC issued Revision 4 to NUREG/BR-0058 to incorporate criteria for 
the treatment of individual requirements in regulatory analyses, conforming changes based on 
0MB Circular A-4, "Regulatory Analysis," dated September 17, 2003, and additional discussion 
on the treatment of uncertainties in cost-benefit analyses. 

In 2011 , President Obama issued EO 13563, "Improving Regulation and Regulatory Review," 
was issued to Wffi6A supplements and reaffirms EO 12866. This updated order explains that an 
agency "must. .. propose or adopt a regulation only upon a reasoned determination that its 
benefits justify its costs." Additionally, EO 13783, "Promoting Energy Independence and 
Economic Growth," dated March 28, 2017, renews the Federal government's longstanding 
position that "necessary and appropriate environmental regulations comply with the law [and] 
are of greater benefit than cost, when permissible," and EO 13771, "Reducing Regulation and 
Controlling Regulatory Costs," dated January 30, 2017, states that "it is essential to manage the 
costs associated with the governmental imposition of private expenditures required to comply 
with Federal regulations." As stated earlier, tho Commission has pro•,iously expressed desire to 
meet the spirit of EO's related to regulatory reform . 

Additionally, in 2011, the accident at the Fukushima Dai-ichi nuclear power plant in Japan 
initiated discussion about how the NRC's regulatory framework considers offsite property 
damage and the associated economic consequences that would result from a significant 
radiological release from an NRC-licensed facility. In response to this discussion, on 
August 14, 2012, the NRC staff submitted SECY-12-0110, "Consideration of Economic 
Consequences within the U.S. Nuclear Regulatory Commission's Regulatory Framework," for 

2 OMB's "Regulatory Impact Analysis Guidance" was based on EO 12291 . Both EO 12291 and 
OMB's guidance were revoked by EO 12866, but 0MB advised Federal agencies to continue to follow the 
regulatory impact analysis guidance for estimating benefits and costs, pending OMB's review of any 
potential changes to be made in the guidance pursuant to EO 12866. As a result, the NRC incorporated 
cost-benefit guidance from OMB's "Regulatory Impact Analysis Guidance" in Revision 2 to 
NUREG/BR-0058. 
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Commission consideration. The purpose of SECY-12-0110 was to give the Commission 
information and options to address the extent, if any, to which the NRC's regulatory framework 
should be modified when addressing the economic consequences of a significant radioactive 
release to the environment. In developing SECY-12-0110, the staff examined areas of the 
regulatory framework, including the guidance and tools that consider economic consequences, 
and identified potential changes to the framework. 

In the March 20, 2013, staff requirements memorandum (SRM) in response to SECY-12-0110, 
the Commission approved the agency's current approach to the issue of land contamination 
from reactor accidents and approved the staff's plan for enhancing the currency and 
consistency of the existing framework through updates to cost-benefit guidance documents. 
The Commission also found that economic consequences should not be treated as equivalent in 
regulatory character to matters of adequate protection of public health and safety. This revision 
to NUREG/BR-0058 responds, in part, to this Commission direction (SRM-SECY-12-0110). 

1.1 Purpose 

The purpose of this guidance is to aid the NRG regulatory analyst (tRe-"analyst") in preparing 
high-quality regulatory decisionmaking documents and to implement the provisions of the NRG 
guidelines. Regulatory decisionmaking documents include regulatory analyses, backfit 
analyses, and NEPA environmental review analyses. 

The guidance has several goals: 

• Help the analyst understand how current NRG policy impacts are captured in a 
regulatory decisionmaking document. 

• Incorporate changes in policy and advances in methodology that have occurred since 
the issuance of the 2004 NRG regulatory analysis guidelines. The NRG and other 
agencies have conducted considerable research on various aspects of regulatory 
decisionmaking. Also, staff experience has resulted in significant modifications to the 
regulatory decisionmaking documents. These advances have been incorporated into 
this guidance. 

• Provide one cost benefit guidance document-NUREG/BR-0058, Revision 5-for 
cost-benefit analyses that may contribute to regulatory, environmental, or backfit 
analyses. 

Varying degrees of permissive language are used throughout this guidance. The terms are 
defined as follows: 

_• _ _ "may" = permissive 

• 
• 
• 

"must"= required 
"should" = guidance 
"can" = capability 

1.2 Scope of Regulatory Decisionmaking Documents 
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Most NRC regulatory actions require some form of analysis and supporting documentation. 
This section discusses the scope of the particular type of analysis termed a "regulatory 
decisionmaking document." 

1.2.1 Regulatory Analysis 

All mechanisms tho NRG proposes to use to establish or communicate requirements, guidance, 
requests, or staff positions, with generic applicability, that would effect a change in the use of 
resources by NRG licensees should inoludo supporting information that tho benefits of tho 
action justify tho costs that would be expended. 

A regulatory analysis is an integral part of NRC decisionmaking. It is important that the 
regulatory analysis process begin as soon as it becomes apparent that some type of regulatory 
action is needed to address an identified problem. 

1.2.2 Backfit Analysis and Issue Finality 

When the NRC proposes a change in requirements for a facility protected by regulation from 
certain changes applicable to its licensed activities, this is referred to as a backfit. The NRC's 
policy is to have an effective program that will ensure that proposed backfitting actions to be 
imposed on nuclear power reactor licensees, new power reactor licensees,3 and selected 
nuclear materials licensees are appropriately justified analyzed on the basis of the backfitting 
provisions of applicable NRC regulations and the Commission's backfitting policy and guidance. 

In 1 O CFR 50.109, backfitting for a nuclear power reactor is defined as the modification of or 
addition to systems, structures, and components (SSCs), or the design of a facility; or the 
design approval or manufacturing license for a facility; or the procedures or organization 
required to design, construct, or operate a facility, any of which may result from a new or 
amended provision in the Commission rules or the imposition of a regulatory staff position 
interpreting the Commission rules that is either new or different from a previously applicable 
staff position after certain dates. For select nuclear materials facilities, the backfitting definitions 
in 10 CFR 70.76, "Backfitting"; 10 CFR 72.62, "Backfitting"; and 10 CFR 76.76, "Backfitting," are 
slightly different. The term "backfit" is not normally used in discussions relevant to new power 
reactors licensed under 10 CFR Part 52, "Licenses, Certifications, and Approvals for Nuclear 
Power Plants"; instead, the related term "issue finality" is used. In this guidance, the NRC uses 
the terms "backfit" and "backfitting" as general terms to mean backfits as defined in 
10 CFR 50.109, 10 CFR 70.76, 10 CFR 72.62, and 10 CFR 76.76 and violations inconsistencies 
withef-issue finality matters under 10 CFR Part 52. Applicants for a nuclear power reactor 
renewed license under 10 CFR Part 54 have similar protections as backfitting, duo to tho 
limitation in scope of the NRG's review of the application . 

The NRC's policy statement on the use of probabilistic risk assessment (PRA) methods in 
nuclear regulatory activities (NRC, 1995b) includes the statement that, where appropriate, PRA 
should be used to support a proposal for additional regulatory requirements, in accordance with 
10 CFR 50.109. Certain requirements specific to a backfit analysis are identified at 

3 The term "new power reactor licensees" is used here as a general term that refers to a variety of applicants 
and licensees: holders of early site permits {ESPs), standard design approvals {SDAs), combined licenses 
{COLs}, and manufacturing licenses; applicants for design certifications {DCs) whose designs are certified in 
final design certification rules; applicants for COLs if the application references an ESP, design certification 
rule, or SDA; and applicants for manufacturing licenses if the application references a design certification 
rule or SDA. 
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10 CFR 50.109(a)(3) and 10 CFR 50.109(c). These requirements are identified in Table 1-1 
and at appropriate parts of the guidance. Table 1-1 also cites where in the CFR each 
requirement is located and indicates where in the regulatory analysis the discussion of each 
item should appear. The analyst must be sure to address the 10 CFR 50.109 requirements in 
the backfit analysis. 

Certain regulatory actions are subject to the requirements of 10 CFR 50.109 and to the review 
of the Committee to Review Generic Requirements (CRGR), and the analyses and information 
requirements within the CRGR Charter~ The NRC intends that, for these actions, the analysis 
performed in accordance with this guidance will satisfy the documentation requirements of the 
backfit rule and the provisions of the CRGR Charter (NRC, 2011a) without a need to prepare 
separate submissions. As part of the regulatory analysis, the "substantial increase in overall 
protection" test required under the backfit rule is assessed using the safety goal screening 
criteria. However, a backfit analysis does not rely solely on the safety goal screening criteria to 
support a staff determination of a "substantial increase in overall protection." 

If the proposed regulatory action falls within the scope of the CRGR (as set out in the CRGR 
Charter), the information requirements identified in the Charter and in this guidance should be 
incorporated into the backfit analysis. A proposed backfitting action involving a new or 
amended generic requirement or staff position to be imposed on one or more classes of nuclear 
power reactor licensees or materials licensees (to the extent directed by NRC management) will 
ordinarily require CRGR review. 

4 Revision 9 of the Charter for the Committee to Review Generic Requirements can be accessed via ADAMS Accession No. 
ML 17355A532 
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Table 1-1 Checklist for Specific Backfit Analysis Requirements 

a 

CFR Citation8 Information Item To Be Included 
Section of the Regulatory 

(Title 10) in a Backfit Analysis 
Analysis Where Item Should 

Normally Be Discussed 

Basis and a determination that there is a substantial 
increase in the overall protection of public health 
and safety or the common defense and security to Basis-Presentation of Results 

50.109(a)(3) be derived from the backfit and that the direct and 
indirect costs of implementation for the affected Determination-Decision Rationale 
facilities are justified warranted in view of this 
increased protection 

Consideration of how the backfit should be 
50.109(c) scheduled in light of other ongoing regulator:y Implementation 

activities at the facilitv 

50.109(c)(1) 
Statement of the specific objectives that the Statement of the Problem and 
proposed backfit is designed to achieve Objectives 

General description of the activities that would be 
50.109(c)(2) required by the licensee or applicant to complete the Identification of Alternatives 

backfit 

50.109(c)(3) 
Potential change in the risk to the public from the Estimation and Evaluation of 
accidental offsite release of radioactive material Values and Impacts 

50.109(c)(4) 
Potential impact on radiological exposure of facility Estimation and Evaluation of 
employees Values and Impacts 

Installation and continuing costs associated with the 
Estiml:ltion and Evaluation of 

50.109(c)(5) proposed backfit, including the cost of facility 
Values and Impacts 

downtime or construction delay 

Potential safety impact of changes in plant or 
Estimation and Evaluation of 

50.109(c)(6) operational complexity, including the relationship to 
Values and Impacts 

proposed and existing regulatory requirements 

Estimated resource burden on the NRC associated 
Estimation and Evaluation of 

50.109(c)(7) with the proposed backfit and the estimated 
Values and Impacts 

availability of such resources 
Availability-Implementation 

Potential impact of differences in facility type, Presentation of Results 
50.109(c)(8) design, or age on the relevancy and practicality of 

the proposed backfit Implementation 

Whether the proposed backfit is interim or final and, 
50.109(c)(9) if interim, the justification for imposing the proposed Decision Rationale 

backfit on an interim basis 

The Executive Director for Operations shall be 
responsible for implementation of this section, and 
all analyses reguired by this section shall be 

50.109(e) approved by the Executive Director or his/her Implementation 
designeeGGAsideFatiGA gf l:lgw tl:le 13askfit SR9lcJld 13e 
SGReduled iA li§Rt gf GtReF 9A§9iA§ F9§tllatgi:y 

.L'. ,:+: ~• u ~~ .. - .. -
Similar provisions detailing what information is to be contained in a backfit analysis are in 10 CFR 70.76; 
10 CFR 72.62; and 10 CFR Part 76, "Certification of Gaseous Diffusion Plants," and, for issue finality, 
10 CFR Part 52. These provisions should be considered, as appropriate, when considering backfit-related 
matters for licensees who have strategic nuclear material above a critical mass, independent spent fuel storage 
installations and the monitored retrievable storage installations, gaseous diffusion plants, and new reactors, 
respectively. 
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1.2.3 National Environmental Policy Act Review 

NEPA requires Federal agencies to prepare a "detailed statement for major Federal actions 
significantly affecting the quality of the human environment" (42 U.S.C. 4332). The essential 
purpose of NEPA is to ensure that environmental factors are given due consideration in 
decisionmaking by Federal agencies. NRC regulations for implementing NEPA are in 
10 CFR Part 51 . In its implementation of NEPA the NRC staff should ensure that a decision is 
informed by a thorough evaluation of the expected environmental impacts that precedes the 
agency's decision. The NRC must assess the environmental impact of each proposed and final 
rulemaking action and include a statement about the environmental impact in the supplementary 
information section of the preamble to each rulemaking. The procedural requirements for 
considering the environmental impact of a rulemaking action are described in NUREG/BR-0053, 
Revision 6, "United States Nuclear Regulatory Commission Regulations Handbook," issued 
September 2005 (NRC Regulations Handbook). 

The Commission discussed the relationship between cost-benefit analyses and NEPA in 
Louisiana Energy Services (Claiborne Enrichment Center), CLl-98-03, 47 NRC 77 (1998): 
"Although the statute itself does not mandate a cost-benefit analysis, NEPA is generally 
regarded as calling for some sort of a weighing of the environmental costs against the 
economic, technical, or other public benefits of a proposal. The EIS need not, however, always 
contain a formal or mathematical cost-benefit analysis" (internal citations omitted). Further, the 
Commission explained that "NRC regulations direct the Staff to consider and weigh the 
environmental, technical, and other costs and benefits of a proposed action and alternatives, 
and, 'to the fullest extent practicable, quantify the various factors considered.' If important 
factors cannot be quantified, they may be discussed qualitatively." (CLl-98-03, quoting 
10 CFR 51.71(d)). 

1.2.4 Details of Cost-Benefit Guidance 

In analyses for proposed materials and reactor regulatory actions, the analyst should include a 
cost-benefit analysis. The analyst should account for several aspects, including determining the 
appropriate method and the consideration and identification of the various attributes of 
cost-benefit analysis. Attributes are the principal components of a cost-benefit assessment 
used to characterize the consequences of a proposed action. These attributes range from 
public health to environmental considerations. Other aspects include the quantification of the 
attributes, consideration of labor rates, present value, and the various discount rates. Chapter 5 
of this guidance provides the details needed by the analyst to conduct a comprehensive 
cost-benefit analysis. 

1.3 Regulatory Relaxations 

A regulatory analysis is generally required for a proposed relaxation to ensure that it is 
warranted adequate justification. However, the safety goal evaluation process set out in 
Section 2.4 of this guidance is not applicable to proposed relaxations. If the relaxation is 
mandatory, then the backfit rule requirements in 10 CFR 50.109 apply. 

For all regulatory analyses of proposed relaxations, the decision rationale section ( see 
Section 2.3.5) should present information about the following findings: 
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• The public health and safety and the common defense and security would be 
adequately protected if the proposed relaxations were implemented. 

• The cost savings would be sufficient to provide a reasonable basis for justify the action. 

• The proposed relaxation is optional or mandatory for affected licensees. 
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As previously discussed in this guidance, the NRC voluntarily complies with the spirit of 
EO 12866, and in fact, the NRC requires regulatory analyses for a broader range of regulatory 
actions than just "significant regulatory actions" as defined in EO 12866. In general, each NRC 
office should ensure that the mechanisms used by the staff to establish or communicate generic 
requirements, guidance, requests, or staff positions that would effect a change in the use of 
resources by its licensees include an accompanying regulatory analysis. This requirement 
applies to regulatory actions that may be initiated by the NRC, from a petition to the NRC, or as 
a result of industry initiatives. These mechanisms include rules, generic communications, 
cost-benefit guidance, orders, standard review plans, branch technical positions, enforcement 
guidance memoranda, interim staff guidance documents, NUREG publications, and standard 
technical specifications that establish, modify, or withdraw staff positions or guidance for 
applicants or licensees. 

In seme--certain circumstances, regulatory analyses may be eliminated or performed in a more 
limited capacity. For example, regulatory analysis requirements for a given action may be 
waived or modified at the discretion of the Commission, the Executive Director for Operations 
(EDO), a Deputy Executive Director, or the responsible cognizant NRC Office Director. A-One 
factor that could influence this decision is the degree of urgency associated with the regulatory 
action (e.g. , NRG bulletins and orders may need to be issued without regulatory analyses). In 
other regulatory applicationscases, ease-specific circumstances could justify the preparation of 
provide a reasonable basis for a more limited regulatory analysis. 

For certain regulatory actions, a less detailed cost-benefit analysis may be is sufficient because 
the proposed changes are of smaller magnitude. These actions include the issuance of generic 
communications, regulatory guides, standard review plans, branch technical positions, 
enforcement guidance memoranda, interim staff guidance documents, some NUREG 
publications, standard technical specifications, and other documents that provide guidance for 
applicants or licensees. In general, regulatory analysis should be limited only in terms of the 
depth of discussion and analysis, and not in the reduction of the scope of the regulatory analysis 
and notor in the need to justify provide a reasonable basis for the proposed action. 

Generic actions (i.e., actions that affect all, several, or a class of licensees) that may not need a 
regulatory analysis include notices, policy statements, and generic communications that only 
transmit information and do not present new or revised staff positions, impose requirements, or 
recommend action. Generic information requests issued under 10 CFR 50.54(f) require a 
specific justification statementanalysis and are reviewed by the CRGR when directed to one or 
more classes of nuclear power reactors; however, these requests do not require the type of 
regulatory analysis discussed in this guidance because they do not impose requirements. New 
requirements affecting certified nuclear power plant designs will be justified considered through 
a notice-and-comment rulemaking process, as specified in 10 CFR 52.63, "Finality of Standard 
Design Certifications." Regulatory analyses may not be necessary for requirements arising out 
of litigation if an adverse ruling specifies only one method to achieve a specified outcome.5 

The analytical needs of regulatory analyses involving the relaxation of requirements can be 
markedly different. In these cases, the regulatory analysis should provide the level of 
assessment that will demonstrate that the two following conditions are satisfied: 

In litigation, an adverse ruling may require a specific outcome with only one possible method for compliance. 
In such a case, cost would not be a factor because there is only a single means to achieve the specific outcome 
imposed by the adverse ruling, so a regulatory analysis would not be necessary. In contrast, if there are 
multiple ways of achieving a specific outcome imposed by an adverse ruling, a regulatory analysis would be 
performed to determine the costs and benefits of each alternative. 
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(1) Public health and safety and the common defense and security would be adequately 
protected if the proposed relaxation in requirements or positions were implemented. 

(2) The cost savings would be sufficient te-to provide a reasonable basis for justify the 
action. 

For all proposed or requested relaxations (including those affecting nuclear power plants), the 
staff should prepare supporting documentation that gives the basis for concluding that the two 
conditions listed above will be satisfied. In justifying a proposed relaxation sThe staff should 
cite the results or insights from risk analyses that support relaxation, as well as the NRC's 
original bases for having established the existing requirement. Proposed or requested 
regulatory actions that would relax or reduce current requirements should give the licensee the 
option of whether to take advantage of the relaxation and should not be mandatory. For these 
voluntary relaxations of requirements, the backfit rule and the safety goal evaluation process 
and screening criteria are not applicable. Mowe'ler, for all proposed relaxations (insluding those 
affesting nuslear power plants), the staff should prepare supporting dosumentation that gi'les 
the basis for sonsluding that the t\t.fQ sonditions listed abo'le will be satisfied. Further, it is 
appropriate in justifying a proposed relaxation· to site the results or insights from risk analyses 
that support relaxation, as well as the NRC's original bases for ha'ling established the existing 
requirement. 

. . 
When the NRC relaxes or reduces requirements, licensees may choose to voluntarily maintain 
elements that were previously required. However, a calculation of the cost savings should be 
based on the assumption_ that all licensees will take advantage of the change. 

2.1 Level of Detail 

The appropriate level of detail to be included in a regulatory analysis varies, depending on the 
particular circumstances. The staff should consider the following five factors in determining the 
appropriate level of detail to include in a regulatory analysis: 

(1) the complexity and policy significance of the particular problem being addressed 

(2) the magnitude and likelihood of costs and benefits 

(3) the relative amount by which projected benefits exceed costs 

( 4) the immediacy of the need for a regulatory action and time constraints imposed by 
legislation or court decisions 

(5) any supplemental direction provided by the Commission, the EDO, or an NRC Office 
Director 

Approximately 300 hours are sufficient for preparing many regulatory analyses. When larger 
levels of effort (taking up to a year or more) may be involved, this guidance suggests additional 
methods and references that can be used. These Gould entail major efforts of up to a year or 
fAef&. 

For the type of information supplied and the level of detail provided, the emphasis should be on 
simplicity, flexibility, and common sense. The level of treatment given to a particular safety 
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issue in a regulatory analysis should reflect how crucial that issue is to the bottom-line 
recommendation of the regulatory analysis. In all cases, regulatory analyses should be 
sufficiently clear and give sufficient detail to enable the NRC decisionmakers and other 
interested parties to easily recognize the following: 

• the safety or security concern problem within the context of the existing regulatory 
framework 

• the proposed regulatory action 

• the conclusions reached and their associated bases 

- --the specific data and analytical methods used and the logic followed that led to the 
conslusion that determine that the proposed new or revised safety or security 
requirement was appropriate and justified 

• the sources and magnitude of uncertainties that might affect the safety or security 
conclusions and the proposed new or revised requirement 

• the sensitivity of the conclusions to changes in underlying assumptions and 
considerations 

In some instances, it may be beneficial for a regulatory analysis to include supplemental 
information (e.g., analyses and results that go beyond the guidance in this document). This 
might be the case when, for example, the regulatory action is a "significant regulatory action" 
(&.§-,,-greater than $100 million annually) as defined in EO 12866 or of such policy importance 
that considerable public interest is likely. 0MB Circular A-4 gives additional regulatory analysis 
guidance for such initiatives. Among other things, this additional guidance includes the use of a 
standardized accounting statement, a cost-effectiveness analysis, incremental analyses of costs 
and benefits, and the calculation of net present value using discount rates. In addition, it calls 
for both a more expansive treatment of monetized health and safety benefits and the 
characterization of key attributes that are not readily quantified. This includes the use of 
shadow prices and willingness-to-pay (WTP) measures to monetize attributes where no markets 

· or imperfect markets prevail, and the use of alternative health and safety measures· that 
consider quality-adjusted life years, equivalent lives, and nonfatal risks. In prasticeAs a general 
matter, NRC regulatory actions rarely meet the high economic and policy thresholds of 0MB 
Circular A-4. Therefore, for most NRC regulatory analyses, this level of analysis would not be 
required or justified, given the increased level of effort involved. Rather than provide more 
detailed guidance in this document, analysts are referred to 0MB Circular A-4 should be 
consulted when a specific regulatory action exceeds these thresholds. 

The variety of NRC licensees and potentially disparate sets of available information can add 
complexity to these analyses. The NRC regulates each phase of the nuclear fuel cycle ( except 
for traditional mining), including nuclear fuel fabrication and dry storage of spent fuel, as well as 
materials used for medical, industrial, and academic purposes. The information and 
considerations used in regulatory analyses for these activities are likely to be different than 
those used for power reactors. 

It should be recognized that many benefits of improved regulation are not quantifiable. F8f 
example, insreased confidense in the margin of safety may be a qualitative benefit of a 
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proposed regulatory requirement. As noted in Appendix A, "Qualitative Factors Assessment 
Tools," qualitative factors can be significant elements of a regulatory analysis and should be 
appropriately considered by the analyst and decisionmaker. 

2.2 Safety Goal Analysis 

Assessing the risk of potential changes to public safety has always been a fundamental part of 
regulatory decisionmaking. As PRA technology has advanced since the mid-1970s, the NRC 
staff has applied insights and results from risk assessment in conducting its regulatory activities. 
The NRC's policy statement on safety goals for the operations of nuclear power plants (NRC, 
1986) reflects an example of this change. It defines both qualitative goals and quantitative 
objectives that can be used to guide regulatory decisionmaking. 

The safety goal evaluation is intended to determine whether the residual risk is already 
acceptably low such that a regulatory requirement should not be imposed generically on nuclear 
power plants. The intent is to eliminate some proposed requirements from further consideration 
independently of whether they could be justified supported by a regulatory analysis on their 
net-value basis. The safety goal evaluation can also be used as one factor in determining 
whether the substantial additional protection standard of 10 CFR 50.109(a)(3) is met. 

Additionally, note that the Commission's safety goals reflect a mean value for a class or for all 
U.S. nuclear power reactors. In this regard, the Commission specified in an SRM dated 
June 15, 1990, that "safety goals are to be used in a more generic sense and not to make 
specific licensing decisions" (NRC, 1990b). 

The NRC safety goal policy addresses a level of acceptable residual individual risk from the 
operation of nuclear power reactors judged to be lower than the risk level associated with 
adequate protection. The risk level associated with adequate protection is that level above 
which continued operation would not be allowed. The following discussion provides guidance 
on when a safety goal evaluation is required in a regulatory analysis and the sequence in 
performing the safety goal evaluation. 

2.2.1 When a Safety Goal Evaluation Is Needed 

The safety goal evaluation, as discussed in this section, is required for regulatory initiatives 
considered to be generic safety enhancement backfits subject to the substantial additional 
protection standard at 10 CFR 50.109(a)(3). A safety goal evaluation is not needed for new 
requirements within the exceptions at 10 CFR 50.109(a)(4)(iHiii). If the proposed safety goal 
screening criteria are satisfied, the NRC considers, for purposes of only the regulatory analysis, 
that the substantial additional protection standard is met for the proposed new requirement. 

As discussed in Section 1.3 of this guidance, voluntary requests to the NRC for relaxations of 
requirements affecting nuclear power plants are not backfits and thus do not fall within the 
scope of the backfit rule. Additionally, relaxations of requirements affecting nuclear power 
plants are not subject to the safety goal evaluation requirements. Nevertheless, a relaxation of 
requirements is subject to a regulatory analysis and, specifically, to the criteria in Section 1.3 of 
this guidance. -m-When justifying considering a proposed backfit under the backfit rule, the 
burden is on the staff to make a positive showingshould ensure that a generic safety problem 
actually exists and that the proposed backfit eetA-effectively addresses the problem effecti11ely 
and provides a substantial safety improvement in a cost-beneficial manner unless the proposed 
backfitting action meets one of the exceptions in 10 CFR 50 .109( a)( 4 ). 
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2.2.2 Safety Goal Analysis Determination 

The staff should first determine whether a regulatory action needs to consider safety goals. 
Section 2.2.1 provides guidance for making this determination. If the proposed regulatory action 
meets the safety goal screening criteria (see Section 2.4 for a detailed description of the safety 
goal evaluation process), the regulatory analysis should include the results of the safety goal 
evaluation. Figure 2-1 shows the steps performed in a regulatory analysis, including the safety 
goal evaluation. The figure includes cross-references to the appropriate sections of a regulatory 
analysis related to that element. Depending on the results of steps C and D in Figure 2-1, the 
regulatory analysis may be terminated with no regulatory action taken. In performing steps C 
and D, a PRA (see Figure 2-2 for a primer on PRA) should be used to quantify the risk reduction 
and corresponding values of the proposed new requirement. 

The NRC recognizes, however, that not all regulatory actions are amenable to a quantitative risk 
assessment and that certain evaluations may be based directly on engineering, regulatory 
judgment, or qualitative analysis. Section 2.4 gives a more detailed description of the safety 
goal evaluation procedure. 
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2.3 Elements of a Regulatorv Analysis 

This intent of this section of guidance is to presents the specific elements to be addressed in a 
regulatory analysis. The intent of this guidance is to ensure uniformity in the elements included 
in a regulatory analysis. A regulatory analysis consists of six elements: 

(1) a statement of the problem and NRC objectives for the proposed regulatory action 

(2) identification and preliminary analysis of alternative approaches to address the problem, 
including the no action alternative 

(3) estimation and evaluation of costs and benefits for selected alternatives, including 
consideration of the uncertainties affecting the estimates 

(4) presentation and summary of results, including the conclusion of the evaluation of costs 
and benefits and, when appropriate, the safety goal evaluation 

(5) the decision rationale for selecting the proposed regulatory action 

(6) a tentative implementation schedule and implementation instrument for the proposed 
regulatory action 

A regulatory analysis should address each of these elements and should also include an 
executive summary, list of acronyms, and references. 

Regulatory analyses are reviewed within the NRC and made publicly available. Reviewers 
include NRC technical staff and managers, as well as formal groups such as the CRGR and the 
Advisory Committee on Reactor Safeguards. Reviewers typically focus on the appropriateness 
of assumptions, the selection and elimination of alternatives, estimation techniques, evaluation 
methods, any limitations in the data used, and the decision rationale. To facilitate review by 
non-NRC stakeholders, the staff typically posts the analysis, with all the supporting documents, 
as publicly-available documents in the Agencywide Documents Access and Management 
System (ADAMS) to allmv public access to the analyses. A good analysis is transparent, with 
reproducible results that can be reproduced . The assumptions, methods, data underlying the 
analysis, and discussion of the uncertainties associated with the estimates should be provided. 
Information obtained from outside the NRC, including that from parties interested in a proposed 
regulatory action, _may be used in the regulatory analysis after the staff has validated the 
reasonableness of the information. 

Because regulatory analyses are influential and have a specific role in the agency's rulemaking 
process, the NRC has established minimum quality standards. The staff should provide 
documentation to show that the analysis is based on the best reasonably attainable scientific, 
technical, and economic information available, quantified when possible. The staff should rely 
on peer-reviewed literature, when available, and provide the source for all original information. 
Further, the staff is encouraged to have the regulatory analysis peer reviewed and to be able to 
attest that it satisfies the six elements outlined in the "NRC Information Quality Guidelines" 
(NRC, 2002a). 

The following sections address each of the six elements in detail. 
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2.3.1 Statement of the Problem and Objective 

This element allows the analyst to document the details of the problem and its background, 
boundaries, significance, and objective. 

The statement of the problem consists of several factors. A concise description of the problem 
or concern includes (1) the basis for the problem statement (e.g., a series of equipment failures 
during operation or a major incident that reveals an inherent design weakness), (2) the 
fundamental nature of the problem (e.g., inadequate design, inadequate inspection or 
maintenance, operator failure, failure to incorporate adequate human factors), and (3) a 
description of the affected entities. 

Defining problem boundaries entails deciding the scope of the regulatory analysis. Systems, 
equipment, and operational activities at licensed facilities are highly interrelated, and there are 
typically many ways of viewing any one problem. Consider, for example, the failure of a 
particular type of valve that serves two different safety-related coolant injection systems while 
also serving as a containment isolation valve. The problem resulting from a failure of the valve 
can be viewed as a systemic problem for either of the injection systems or for the isolation valve 
system, or it could be viewed as part of a larger problem, such as inadequate maintenance or an 
inadequate quality assurance program. 

The analyst should identify other proposed or ongoing NRC programs that may overlap or 
otherwise interface with the problem under considerationbeing evaluated . The analyst should 
confer with knowledgeable staff for the identified programs to determine appropriate boundaries. 
The regulatory analysis document should also identify interfacing programs to facilitate 
communication between related programs. 

The objective statement is a concise statement of the improvement sought by the proposed 
action. The objective should be as specific as possible. For example, precluding a fire from 
disabling redundant safety systems or reducing the probability of component failure to some 
particular level would be acceptably specific . Some elaboration may be required to demonstrate 
how the objective would resolve the problem. 

Background of the Problem 

The background discussion should include the following, as applicable: 

• 

• 

• 

• 

6 

a brief history of the problem and the outcome of past efforts (if any) to resolve it 

any statutes or court decisions6 that directly or indirectly addresses the problem 
(e.g., the Firearms Guidelines in 74 FR 46800, revised in 79 FR 36100) 

whether existing requirements have created or contributed to the problem and whether 
these requirements can be modified to achieve the regulatory objective more effectively 

the extent to which the immediate problem is part of a larger problemissue 

Litigation records could come from court cases, such as decisions by an Atomic Safety and Licensing Board, 
or Commission decisions in cases under litigation. 

NUREG/BR-0058, Rev. 5 2-10 



- --the relationship of the problem to other ongoing studies or actions (e.g., the NRG's 
generic safety issues [NRG, 2011 b]) 

• the objectives of the proposed new or revised requirement and the relationship of the 
objectives to the NRC's legislative mandates and authority, safety goals for the operation 
of nuclear power plants, and policy and planning guidance (e.g., the NRG's Strategic 
Plan) (NRG, 2014a) 

• the relationship of the problem to formal positions adopted by national and international 
standards organizations 

• the identification of any existing or proposed NRC (or Agreement State) regulatory 
actions that address the problem and their estimated effectiveness 

• any constraints or other cumulative impacts that pertain to the problem 

• the draft papers in development or other underlying staff documents supporting the 
requirements or staff positions 

2.3.2 Identification and Preliminary Analysis of Alternative Approaches 

Identifying and evaluating alternative approaches to resolve problems f&-aare key element.§. in 
meeting the NRC's regulatory analysis policy. 

Developing a set of alternative approaches early in the analysis process maintains objectivity 
and prevents premature conclusions from being drawn. 

The initial set of alternatives should be broad and comprehensive but should also be sufficiently 
different to provide meaningful comparisons and to represent the spectrum of reasonable 
possibilities. Alternatives that are minor variations of each other should be avoided. Taking no 
action should be viewed as a viable alternative, except in cases where action has been 
mandated by legislation or a court decision. If an additional viable ReW-alternative is identified 
after analysis has begun, it should be added to the list of alternatives and treated in the same 
manner as the original alternatives. 

Once a broad and comprehensive list of alternatives has been developed, a preliminary analysis 
of the feasibility, benefits, and cost of each alternative should be performed to narrow the list-te 
only viable alternatives . Some alternatives may be eliminated based on clearly 
exorbitantdisproportionate costs in relation to benefits, technological infeasibility, severe 
significant enforcement or implementation problems, or other obvious considerations. 
Reduction of the list of alternatives at this point in the analysis will preserve resources needed to 
perform a detailed evaluation of the costs and benefits of viable alternatives. The cost-benefit 
analysis document should list all alternatives identified and considered and give a brief rationale 
for eliminating certain alternatives during the preliminary analysis. 

The level of analytical detail in the preliminary screening of alternatives need not be the same 
for all alternatives, particularly when one alternative can be shown to be clearly inferior or 
superior to the others. Rough estimates of costs and benefits should be made using simple 
analyses. If several alternative actions are considered, comparisons can be based on the 
expected net benefit of each. 
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The analyst should estimate the significance of the problem using the rough estimates as well 
as guidance provided by the Commission, the EDO, or the appropriate NRC Office Director. 
The level of detail to be provided in the regulatory analysis document and the amount of effort te 
be madeexpended in performing the regulatory analysis should be commensurate with the 
significance of the problem, which also informs the priority assigned to its resolution. 

Alternative regulatory documents that could be used to address regulatory concerns should also 
be identified at this time. The most common forms of documents include regulations, policy 
statements, orders, generic communications, standard review plans, and regulatory guides. 
Alternatives could include issuance of new documents or revision or deletion of existing ones. 
Other means of implementation means should be considered WAeA--§.§..appropriate 
(e.g. , submission of proposed legislation to Congress). 

Regulatory document alternatives should only be subjected to detailed regulatory analysis if a 
preliminary assessment indicates significant differences in the costs or benefits among such 
alternatives. For certain types of regulatory actions, a limited regulatory analysis may be 
appropriate. Otherwise, the means of implementing the proposed action should be discussed in 
the implementation section of the regulatory analysis document covering implementation. 

For alternatives that meet preliminary screening and tAat-require a backfit analysis according to 
10 CFR 50.109(a)(3), a general description of the activities that would be required by the 
licensee or license applicant to complete the backfit should be prepared at this point in the 
cost-benefit analysis process. 

The alternative approaches that remain after the preliminary analysis is completed should be 
subjected to a detailed evaluation according toas outlined in the guidance. Alternative 
instruments will be subjected to detailed regulatory analysis only if the preliminary analysis 
indicates that significant differences among these alternatives exist. 

When appropriate, the analyst should consider including specific rule provisions for the analyzed 
alternative. Adding the details allows the readers to track specific 0MB supporting statements 
required by the Paperwork Reduction Act (44 U.S.C. 3501) and also aids the 0MB desk officer 
and stakeholders. These details can be provided in the regulatory analysis. 

2.3.3 Estimation and Evaluation of Costs and Benefits 

The NRC analyst should make every effort to use quantitative attributes relevant to the 
cost-benefit analysis to the extent practicable. The quantification should employ monetary 
terms whenever lf._possible. Dollar benefits should be defined in real or constant dollars 
(i.e., dollars of constant purchasing power). If monetary terms are not mappropriate, the analyst 
should strive to use other quantifiable benefits. However, despite these analyst's best efforts-at 
quantification, there may be some attributes that cannot be readily quantified. These attributes 
are termed "qualitative" and are handled separately from the quantitative attributes (see 
Appendix A). 

Estimates are made for those attributes that lend themselves to quantification using standard 
techniques. Obtaining the appropriate data may be more complicated for a major effort. For 
cases in which a proposed action would result in significantly different attribute measures for 
different categories of licensees, separate estimates and evaluations should be made for each 
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distinct category (e.g., older plants and newer plants) (see Appendix B, "Cost Estimating and 
Best Practices"). 

Qualitative factors should also be evaluated. While these may be difficult to compare with the 
quantitative attributes, a consistent approach in their evaluation can result in a useful 
comparison among competing alternatives. 

Depending on the level of effort, the analyst should perform either sensitivity or uncertainty 
analyses to estimate the results of variations in input parameters. Hypothetical best and worst 
case consequences may be estimated for sensitivity analyses. The output from the sensitivity 
analyses is used to determine the importance of various parameters and to approximate the 
uncertainties associated with the results. Actual uncertainty analyses should be more rigorous. 
Several techniques are available, each with differences in the usefulness of results and the 
amount of resources required. Uncertainty analyses should produce actual probability 
distributions for the overall results, based on assumed distributions for selected input 
parameters. Appendix C, "Treatment of Uncertainty," discusses the differences between 
sensitivity and uncertainty analyses and their respective roles in the cost-benefit analysis. 

The analyst should complete the estimation and evaluation of costs and benefits for each 
alternative evaluated. 

2.3.4 Presentation and Summary of Results 

The following items should be included in the section of the regulatory analysis document that 
presents the results for each alternative: 

• presentation of the estimated net monetized benefit (i.e., the algebraic sum of the 
attributes) using the discount rate procedures 

• estimates of costs and benefits for each attribute ~f each alternative 

• presentation of any attributes quantified in nonmonetary terms in a manner to facilitate 
comparisons among alternatives 

• distribution of estimated costs and benefits among affected entities 

• discussion of key assumptions and the results of sensitivity analyses or uncertainty 
analyses 

The analyst should define assumptions used in the regulatory analysis so that all readers can 
evaluate itstRe rigor of the results. All regulatory analyses should discuss the sources and 
magnitudes of uncertainties in attribute the estimates and the methods used to quantify 
sensitivity or uncertainty estimates. 

For alternatives projected to result in significantly different costs and benefits for different 
categories of licensees, separate evaluations should be made for each distinct category. In 
cases where significant differences exist, their distributions with respect to the various groups 
involved should be discussed. 
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Table 2-1 Summary Table Template for Presenting Regulatory Analysis Results 

Net Monetary Savings (or Costs) 
Net Present Value 

Alternative 1: No Action 

$0 

Alternative 2: Provide Title 

Industry: 
$x.xx million using a ?-percent 
discount rate 
$x.xx million using a 3-percent 
discount rate 

NRC: 
$x.xx million using a ?-percent 
discount rate 
$x.xx million using a 3-percent 
discount rate 

Agreement States/Other Entities: 
(if appropriate) 
$x.xx million using a ?-percent 
discount rate 
$x.xx million using a 3-percent 
discount rate 

Total: 
$x.xx million using a ?-percent 
discount rate 
$x.xx million using a 3-percent 
discount rate 

Comments 

In this section of the table, the analyst should discuss qualitative costs and 
benefits and special considerations for each alternative. 

Qualitative Benefits 
Subject of Qualitative Benefit 1 : Discussion of qualitative benefit 

Subject of Qualitative Benefit n: Discussion of qualitative benefit 

Qualitative Costs 

Subject of Qualitative Cost 1: Discussion of qualitative cost 

Subject of Qualitative Cost n: Discussion of qualitative cost 

Special Considerations 

Qualitative Benefits: 
Subject of Qualitative Benefit 1: Discussion of qualitative benefit 

Subject of Qualitative Benefit n: Discussion of qualitative benefit 

Qualitative Costs 

Subject of Qualitative Cost 1: Discussion of qualitative cost 

Subject of Qualitative Cost n: Discussion of qualitative cost 

Special Considerations 

This summary table gives a uniform format for recording the results of the evaluation of all 
quantitative attributes, plus a comments section to discuss qualitative attributes and special 
considerations. It displays the results for the net-value measure. 
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All dollar measures should be expressed in terms of the base year. This may require the 
conversion of some future dollar values to the base year. The gross domestic product price 
deflater can be used to convert historical nominal dollars to base year dollars. 

When recording estimates for an attribute, the analyst should refer to Appendix B on cost 
estimating, as well as best practices, for further guidance. 

In cases where important costs or benefits are difficult to quantify, alternatives that yield 
equivalent benefits may be evaluated, based on their cost effectiveness. This methodology 
should also be used when the levels of benefits are specified by statute. See Appendix A and 
Appendix C for further guidance on the use of qualitative factors and treatment 'of uncertainty, 
respectively. 

2.3.5 Decision Rationale 

This element of the regulatory analysis provides the basis for selecting the preferred alternative. 
In selecting the preferred alternative, decision criteria are used and reported in the regulatory 
analysis document. This element gives the minimum set of decision criteria to be used, as well 
as other considerations. 

The net-benefit calculation is a compilation of all attributes that can be quantified in monetary 
terms. Certain attributes are generally quantified in other than monetary terms (e.g., public 
health impacts from an accident, which is measured in person-rem of exposure) and converted 
to monetary terms with an established conversion factor (see NUREG-1530, "Reassessment of 
NRC's Dollar per Person-Rem Conversion Factor Policy"). These attributes are included in the 
net-benefit calculation. To aid the decisionmaker, the net benefit is to be computed determined 
for each alternative. 

In considering the net benefit, the analyst should take care in interpreting the significance of the 
estimate. An algebraically positive monetized estimate would indicate that the action has an 
overall beneficial effect; a negative monetized estimate would indicate the reverse. However, if 
the net benefit is only weakly positive or negative, minor errors or uncertainties could easily 
change the sign of the net benefit. 

If the net benefit is calculated to be strongly positive or negative (i.e., variations in the 
assumptions or data would be much less likely to affect the sign of the net benefit), the result 
can be given considerable significance. Other considerations may inform the decision 
supported by the net benefit, such as ~ qualitative factors, such as those embodied in the 
"qualitative" attributes). 

The 0MB maintains that the regulatory analysis should select the regulatory alternative that 
achieves the greatest present value in terms of the discounted monetized value of expected net 
benefits (i.e., benefits minus costs) (0MB, 1992). The 0MB also notes that the ratio has 
characteristics that make its results potentially misleading: 

Benefit-cost ratios, if used at all, must be used with care to avoid a common 
pitfall. It is a mistake to choose among mutually exclusive alternatives by 
selecting the alternative with the highest ratio of benefits to costs. An alternative 
with a lower benefit-cost ratio than another may have the higher net benefits 
(0MB, 1993). 
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Qualitative attributes oan only be faotored into the deoision in a subjootive way. Descriptions of 
qualitative attributes should be performed at a level that is commensurate with the importance of 
the attribute to the proposed action. Nonquantifiable attributes that address a significant part of 
the purpose of the action should be presented in greater explanatory detail than attributes that 
are ancillary to the purpose of the action. See Appendix A and Appendix C for further guidance 
on the use of qualitative factors and treatment of uncertainty, respectively. 

In addition to being the "best" alternative, based on monetary and nonmonetary considerations, 
the selected alternative must be both within the NRC's statutory authority and, when applicable, 
consistent with the NRC's safety goals and policy. A showing of aooeptable reasonable costs of 
the proposed action on other existing and planned NRC programs and requirements is also 
necessary. This will ensure that there are no negative safety impacts in other areas, that NRC 
resources are being used responsibly, and that all actions are adequately planned and 
coordinated. Any other relevant criteria may be used with adequate documentation in the 
regulatory analysis. 

2.3.6 Implementation 

An implementation schedule for the proposed action should be prepared. The schedule should 
identify all major steps or actions to be taken by all affected parties (the NRC, Agreement 
States, licensees, and any others) and the dates or amounts of time allocated to accomplish 
each step. The schedule should be realistic and allow sufficient time for such factors as needed 
analyses, approvals, procurement, installation and testing, and training. Anticipated downtime 
of licensee facilities to implement the proposed action should be specifically identified. The 
analysis should address the availability and lead time required for the acquisition and installation 
of new equipment and replacement parts. For NRC planning purposes, short- and long-term 
actions are to be clearly differentiated. 

The implementation section of the regulatory analysis document should also identify the 
proposed NRC process (e.g., rule, regulatory guide, policy statement) for implementing the 
proposed action and the reasons for selecting the proposed process. The relationship of the 
proposed action to other NRC programs, actions, and requirements, both existing and proposed, 
should be established. To the extent possible, the analyst should assess the proposed action's 
effects on the priorities of other actions and requirements as well as the potential need to revisit 
other regulatory analyses. 

2.4 Safety Goal Evaluation for Operation of Nuclear Power Plants 

The safety goal evaluation is intended to determine whether the residual risk is already 
acceptably low such that a regulatory requirement should not be imposed generically on nuclear 
power plants. The intent is to eliminate some proposed requirements from further consideration 
independentty of whether they could be justified by warranted based on a regulatory analysis-eR 
their net value basis. 

When performing a safety goal evaluation, the analyst should be aware of any previous or 
ongoing safety improvements that have the potential to affect the status quo risks associated 
with the issues being addressed. Because there is not a formal process for accounting for the 
potential dependencies between issues, the analyst should resort to a "best effort" approach, 
such as public outreach, to identify and account for preexisting or concurrent impacts. The 
analyst should identify any previous or ongoing safety improvements that may affect the issue 
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being evaluated. For example, an analyst addressing proposed improvements to diesel 
generator performance at power reactors should be aware of any diesel generator 
improvements or alternate power supplied by other means (e.g., FLEX mitigating strategies) 
already addressed in station blackout considerations. To the extent possible, the analyst should 
modify the PRA model of the representative plant to reflect the upgraded status quo from these 
other safety improvements. The analyst can then evaluate the difference between this new 
status quo and the proposed improvements being considered. 

2.4.1 Implementation Guidance 

In summary, safety goal evaluations are based on the following broad guidelines: 

• Safety goal screening criteria are to be applied ooly-to safety enhancements and 
evaluated for the affected class of nuclear power plants. Safety goals are to be used as 
a reference point in ascertaining the need for safety enhancements. However, the 
safety goals are not requirements, and, with the Commission's approval, safety 
enhancements may be implemented without strict adherence to the Commission's safety 
goal policy statement. 

• Safety goal evaluations are to be performed in conjunction with the substantial additional 
protection standard in the backfit rule and applied to 10 CFR 50.109 analyses 
associated with substantial safety enhancements, wherein the estimated costs of the 
implementation are justified compared to in view of the estimated safety improvement. 

• Evaluations of proposed regulatory initiatives for consistency with safety goals should 
identify and integrate related issues under study. The integration of related issues is 
essential to the efficient application of staff and industry resources. The overall objective 
is to avoid a piecemeal evaluation of issues. 

The NRC's philosophy for safety goal evaluations involves the concept of defense in depth and 
a balance between prevention and mitigation (NRG, 1986). This traditional defense-in-depth 
approach and the accident mitigation philosophy require the reliable performance of 
containment systems. The safety goal evaluation focuses on accident prevention, that is, on 
issues intended to reduce core damage frequency (GDF). However, to achieve a measure of 
balance between prevention and mitigation, the safety goal screening criteria established for 
these evaluations include a mechanism to use when relatively poor containment performance 
results in the need for greater consideration of issues and associated accident sequences. 

2.4.1.1 Prevention of Core Damage Accidents-Comparison with Subsidiary Goal for Mean 
Core Damage Frequency of 1x1o-4 per Reactor Year 

For proposed regulatory actions to prevent or reduce the likelihood of sequences that can lead 
to core damage events, the change in the estimated GDF per reactor year needs to be 
evaluated and addressed in the regulatory analysis. GDF is defined as "the sum of the accident 
sequence frequencies of those accident sequences whose end state is core damage," where 
core damage is defined as "sufficient damage that could lead to a release of radioactive material 
from the core that could affect public health" (NRG, 2013c). The objective is to ensure that 
emphasis is placed on preventing core damage accidents is a primary consideration. 

This calculation should be computed on a generic basis for the class of affected plants. The 
resulting change in GDF should be representative for the affected class of plants. The selection 
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of the PRA model (or models) and the associated data base should be identified and justified as 
representative of the class. For example, if the class of affected plants is a subset of 
boiling-water reactors (BWRs), one or more PRAs from individual plant examination (IPE) 
submittals or from those that have otherwise been conducted for the subset of BWRs should be 
selected. NUREG-1560, "Individual Plant Examination Program: Perspectives on Reactor 
Safety and Plant Performance," issued December 1997, gives the staff's summary of all lPE 
submittals, and NUREG-1742, "Perspectives Gained from the Individual Plant Examination of 
External Events (IPEEE) Program," issued April 2002, has a similar summary of all lPEEE 
submittals. These references provide CDF and conditional containment failure probability 
information for the fleet of operating nuclear power plants in the 1990s. More recent PRAs 
indicate that a significant reduction in mean internal events CDF has been realized at both the 
level of individual nuclear power plants and as an average across all operating plants in the 
U.S. nuclear industry since the completion of the IPE and IPEEE studies. However, the trend 
over time for the contribution to CDF from external events is more difficult to discern because of 
a variety of factors, including changes in the external hazard profile for regions of the United 
States and nuclear power plant sites located within them and changes in the maturity of external 
hazards PRA technology (i.e., methods, models, data, and analytical tools used to assess the 
external hazards risk contribution). The analyst can obtain more recent CDF information for the 
existing fleet of operating nuclear power plants from various data sources, depending on the 
scope of the regulatory analysis and data source access restrictions. Examples of more recent 
sources of CDF information include (1) internal NRC Standardized Plant Analysis Risk (SPAR) 
model databases, (2) reports that document the results of severe accident mitigation 
alternatives (SAMA) analyses, and (3) the Institute of Nuclear Power Operations Consolidated 
Events System database (proprietary), which is used as a data source for estimating the 
plant-specific Mitigating Systems Performance Index for risk-informed decisionmaking in the 
Reactor Oversight Process. The top portion of Table 2-2 shows PRA-related information 
compiled from SAMA analyses that were conducted for nuclear power plant license renewal 
environmental reviews. The NRC documented this information in plant-specific supplements in 
NUREG-1437, Revision 1, "Generic Environmental Impact Statement for License Renewal of 
Nuclear Plants," issued June 2013, for operating plants that have applied for license renewal. 

In 1 O CFR Part 52, the NRC requires a new reactor DC applicant to submit a description of the 
design-specific PRA and its results. The PRA is described in Chapter 19 of the design's final 
safety analysis report (FSAR) and includes both a Level 1 and a Level 2 analysis. A Level 3 
analysis that includes an assessment of offsite radiological consequences from postulated 
radiological releases is described in the design's environmental report (ER). PRAs for new 
reactors have been developed by applicants and approved by the NRC for several new reactor 
designs, including the advanced boiling-water reactor (ABWR), AP1000, and economic 
simplified boiling-water reactor (ESBWR) (10 CFR Part 52). After a new reactor design has 
been constructed at a site and before operation begins, the PRA for that site-design 
combination is updated to reflect the as-built configuration of the plant. 

The NRC has certified under 10 CFR Part 52 five reactor designs (see Appendices A through E 
of 10 CFR Part 52) for which a description of the design-specific PRA and its results have been 
reviewed by the staff. The bottom portion of Table 2-2 shows the.key risk-related CDF and 
large release frequency (LRF) values for the three certified designs where an associated 
combined license (COL) to build and operate has also been issued by the NRC. In part 
because of the unique process under 10 CFR Part 52 where PRA insights have been used to 
make risk-reducing changes during the design process, the related internal events CDFs for the 
10 CFR Part 52 certified reactor designs as shown in Table 2-2 are less than those of the 
current operating reactors because of the removal of certain dominate accident sequences. 
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before the proposed regulatory change should exceed the CDF after the change by at least 
1 x1 o-5) to justify support the decision to proceedJA9 with further analyses. This safety goal 
screening criterion was selected to give some assurance that the PRA and data limitations and 
uncertainties, as well as the variability among plants, will not eliminate issues warranting 
regulatory attention. This does not mean that, in all cases, a proposed safety enhancement of 
at least 1 x1 o-s will subsequently prove to be justified appropriate for implementation after more 
detailed assessments are performed in accordance with Section 2.5 of this guidance. In this 
regard, the effect of uncertainties should be considered and discussed. 

Figure 2-3 gives guidance for further staff action after the significance has been determined as 
measured by the estimated reduction in CDF of the proposed new requirement for the affected 
class of plants. 

Estimated Reduction in 
CDF 

<1 x1 o-5/reactor year 

1x10·3 ... 
>, al 
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Staff Action 

Proceed with the regulatory analysis on a 

The decision whether to proceed with the regulatory analysis is to 
be made by the responsiblecoqnizant Division Director. 

Terminate further analysis unless the cognizant Office Director 
decides otherwise, based on strong engineering or qualitative 
jl:lstificationbasis. 

Management Decision Whether 
To Proceed with Cost-Benefit 
Portion of Regulatory Analysis 

1x10·7 to 1x10-s 

No Action Taken** 
(1x10-6) 

Management Decision Whether 
To Proceed with Cost-Benefit 
Portion of Regulatory Analysis 

1x10·7 to 1x10-s 
1 x10·2 1x10-1 1 

.. 

Estimated Conditional Probability of Containment Failure or Bypass••• 

A determination is needed regarding adequate protection or compliance. The extent to which costs are 
considered for compliance is discussed in NUREG-1409. 

** Unless an Office Director decides that the screening criteria do not apply (see Section 2.4.1.2). 
*** CPCFB is the conditional probability of (early) containment failure or bypass, assuming a core damage 

accident that releases radionuclides into the containment occurs (see Section 2.4.1.2). 

Figure 2-3 Safety Goal Screening Criteria 

The evaluation of CDF reduction provides a calibration on the significance of the proposed 
regulatory action. If the initiative results in a small change in CDF (less than 1 x1 Q-5/ 
reactor-year), the regulatory analysis should, in general, proceed only if an alternative 
justification basis for the proposed new requirement can be formulated. A class of accident 
sequences involving the potential for early containment failure or containment bypass should 
receive further consideration, even if the reduction in CDF is less than 1 x1 o·5/reactor year. 
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However, there may be other special circumstances that should be analyzed. The analyst 
should forward the issue (and include sufficient supporting information) for cognizant Office 
Director review. 

If data is unavailable or it is not practicable to develop adequate quantitative supporting 
information for the proposed new requirement, a qualitative analysis and associated 
perspectives should be provided. To the extent practicable, this information should be related to 
the safety goal screening criteria. For example, how does the proposed initiative affect the CDF 
and to what extent? What data would need to be collected in order to perform a quantitative 
analysis of the proposed new requirement? How should the risk and the expected improvement 
be measured or estimated? 

The safety goal screening criteria are in terms of a mean for the class of plants. However, the 
range within the class of risk reduction is also important. Consequently, when performing safety 
goal evaluations, if specific plants are identified as "outliers," the situation should be noted for 
specific regulatory followup (e.g., for evaluations regarding potential facility-specific backfits). 

2.4.1.2 Additional Consideration of Containment Performance 

The previous section focuses on accident prevention, that is, on issues intended to reduce CDF. 
To achieve a measure of balance between prevention and mitigation, the safety goal screening 
criteria established for safety goal evaluations include a mechanism for use when relatively poor 
containment performance results in the need for greater consideration of safety issues and 
associated accident sequences. The measure of containment performance to be used in safety 
goal evaluations is the conditional probability of containment failure or bypass (CPCFB). 

CPCFB in this context is the conditional probability of early containment failure or bypass, given 
core damage. In NUREG-1150, "Severe Accident Risks: An Assessment for Five U.S. Nuclear 
Power Plants," issued December 1990, early containment failure is defined as "those 
containment failures occurring before or within a few minutes of reactor vessel breach for PWRs 
and those failures occurring before or within 2 hours of vessel breach for BWRs. Containment 
bypass failures (e.g., interfacing-system loss-of-coolant accidents) are categorized separately 
from early failures" (NRC, 1990). This definition recognizes the effects of early failure and uses 
that as a baseline from which to assess containment performance (e.g., CPCFB changes). It is 
important to note that the Fukushima-related orders associated with mitigation strategies and 
severe accident containments venting for BWR Mark I and II containments may have an impact 
on CPCFB and should be considered accordingly. In applying these screening criteria, the 
CPCFB definition may be extended, if appropriate, to up to 4 hours after vessel breach, to 
permit initiation of accident management and emergency preparedness actions. 

The safety goal screening criteria shown in Figure 2-3 are subdivided to require greater staff 
emphasis on the higher valued (i.e., greater than 0.1) CPCFBs. A CPCFB value of 0.1 is 
consistent with Commission guidance on containment performance for evolutionary designs. In 
effect, the use of the CPCFB reduces the priority of, or eliminates the additional study of issues 
associated with, a CPCFB of less than 0.1. 

The safety goal screening criteria provided in this guidance are based on the recognition that 
the severe accident risk is dominated by the overall frequency of the following kinds of 
scenarios: 
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• those involving core damage and release into an intact containment with early 
containment failure occurring 

• those involving core damage and for which the containment system is breached as a 
result of accident phenomena either before or early in the core damage or melt 
progression 

• those involving preexisting conditions that cause loss of containment integrity before 
core damage or other feih-large openings) 

• those for which containment is bypassed entirely and that have a high probability of 
causing core damage to occur~. such as intersystem loss-of-coolant accident) 

The NRC recognizes that, in certain instances, the screening criteria may not adequately 
address certain regulatory issues that cannot be easily quantified in a PRA (e.g., fitness for 
duty}-_or accident scenarios of unique safety or risk interest}. An example accident scenario is 
one in which certain challenges could lead to containment failure after the time period adopted 
in the safety goal screening criteria, yet early enough that the contribution of these challenges to 
total risk would be non-negligible, particularly if the failure occurs before effective 
implementation of accident management measures. In these circumstances, the analyst should 
make the case that the screening criteria do not apply and the decision to pursue the issue 
should be subject to further management decision. 

Furthermore, note that the safety goal screening criteria described in this guidance do not 
address issues that deal only with containment performance. Consequently, issues that have 
no impact on CDF (~CDF of zero), such as release mitigating initiatives, cannot be addressed 
with the safety goal screening criteria and .. As a result, mitigating initiatives should be assessed 
on a case-by-case basis with regard to the safety goals. The treatment of proposed release 
mitigating initiatives in this manner should have little overall impact from a practical perspective 
on the usefulness of the safety goal screening criteria. 

2.4.1.3 Summary of Safety Goal Screening Criteria Guidance 

Figure 2-3 illustrates the safety goal screening criteria and provides guidance on when the staff 
should proceed to the estimation and evaluation of the costs and benefits portion of the 
regulatory analysis and when a management decision is needed. Upon review of the evaluation 
and the overall uncertainty and sensitivity of associated estimates, the staff should judge 
whether substantial additional protection would be achievable and whether continuation of the 
regulatory analysis process is, therefore, warranted. 

2.4.1.4 Regulatory Analysis 

If the safety goal evaluation of the proposed regulatory action results in a favorable 
determination (i.e. , any decision except other than no action), the analyst may presume the 
substantial additional protection standard of 10 CFR 50.109(a)(3) is achievable. The initiative 
should then be assessed in accordance with Section 2.2 of this guidance (see Figure 2-1 ). If 
the net-value calculation required by Section 2.2 is not positiveindicates taking no action , further 
activities and analyses should be terminated unless there is a qualitative justification basis for 
proceeding further. 
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should consult with interested agencies and members of the public to minimize the burden of 
the information collection to the public. 0MB clearance packages are to identify any significant 
burdens placed on a substantial number of small businesses or entities. 

In the event that the 0MB disapproves an information collection, independent regulatory 
agencies, such as the NRC, may override the disapproval or stay of effectiveness of approval of 
a collection of information by a majority vote of the Commissioners. MD 3.54 gives procedures 
for Commission override of 0MB disapproval. 

2.5.2 Information Requests under 10 CFR 50.54(f} 

Procedures for NRC information requests directed to production and utilization facility licensees 
appear at 1 O CFR 50.54(f). The regulation requires the NRC to prepare a written statement 
justifying providing a reasonable basis the reasons for the information request, except when the 
information is needed to verify licensee compliance with the current licensing basis for the 
facility. The written statement is to establish that the request burden imposed on tho licensee is 
justified appropriate in view of the potential safety significance of the issue. All justificationsuch 
written statements must be approved by the EDO or his or her designee before issuance of the 
information request. 

Appendix C to the CRGR Charter contains additional guidance for information requests affecting 
multiple nuclear power plants and specifies when a written justification analysis is required and 
what the written statement should include. 

MD 8.4, "Management of Backfitting, Issue Finality, and Information Collection," current edition, 
discusses facility-specific information requests directed at individual nuclear power plants. 

Written statements prepared according to the preceding requirements to justify provide a 
reasonable basis for the information requests are not regulatory analyses within the scope of 
this guidance. Nevertheless, the written justification analysis will have many of the elements of 
a regulatory analysis. The elements of a regulatory analysis, as discussed in Section 2.3 of this 
guidance ... can appropriately be included in an analysis for an information request justification. 
An information request justification analysis WHl-should normally be a more concise document 
than a regulatory analysis. 

2.5.3 Regulatory Flexibility Act 

The Regulatory Flexibility Act requires Federal agencies to prepare a regulatory flexibility 
analysis, to be made available for public comment, if a proposed rule will have a significant 
economic impact on a substantial number of small entities. The analysis is to describe the 
impact of the proposed rule on small entities (5 U.S.C. 603). The NRC uses the following size 
standards to qualify a licensee as a small entity, codified at 10 CFR 2.810, "NRC Size 
Standards": 

• a small business that is a for-profit concern and is a concern that provides a service or a 
concern not engaged in manufacturing with average gross receipts of $7.0 million or less 
over its last 3 completed fiscal years 

• a manufacturing concern with an average number of 500 or fewer employees, based on 
employment during each pay period for the preceding 12 calendar months 
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3 BACKFITTING AND ISSUE FINALITY 

3.1 General 

Backfitting is expected to occur as part of the regulatory process to ensure the safety of power 
reactors and radioactive materials. However, it is important for sound and effective regulation 
that backfitting be conducted by a controlled and defined process. The NRC backfitting process 
is intended to provide for a formal, systematic, and disciplined review of new or changed 
requirements or positions before imposing them. The process provides regulatory stability by 
ensuring that changes in requirements and regulatory staff positions are appropriate justified 
and suitably defined. 

Backfitting is defined in 10 CFR 50.109 as the modification of or addition to SSCs or the design 
of a facility; or the design approval or manufacturing license for a facility; or the procedures or 
organization required to design, construct, or operate a facility; any of which may result from a 
new or amended provision in Commission rules or the imposition of a regulatory staff position 
that is either new or different from a previously applicable staff position and effective after 
specific dates described in the backfit rule. For selected nuclear materials facilities, the 
backfitting definitions in 10 CFR 70.76, 10 CFR 72.62, and 10 CFR 76.76 are slightly different.8 

The term "backfit" is not normally used in discussions relevant to new power reactors; instead, 
the concept of "issue finality" is used rather than "backfit.~ In this guidance, the NRC uses the 
terms "backfit" and "backfitting" to mean backfits as defined in 10 CFR 50.109, 10 CFR 70. 76, 
1 O CFR 72.62, and 10 CFR 76. 76 and 1.«iolations inconsistencies withef issue finality under 
10 CFR Part 52. Applicants for a nuclear power reactor renewed license under 1 O CFR Part 54 
have similar protections as backfitting , due to the limitation in scope of the NRC's review of the 
application . 

3.2 Relationship of Regulatory Analysis to Backfitting 

Regulatory analyses are required for all regulatory actions that involve licensed facilities and for 
all regulatory actions that impose generic requirements. 

The types of costs and averted costs, as addressed in NUREG-1409, should be accounted for 
in the regulatory analysis. Where the proposed generic requirement impacts facilities with 
backfit protection and the new requirement meets the definition of a backfit, the analysis should 
document the following factors in the regulatory analysis to support the preparation of the backfit 
analysis: 

• 

• 

8 

a statement of the specific objective that the proposed backfitting action is designed to 
achieve 

a general description of the activity that would be required by the licensee or applicant to 
complete the backfitting action 

The relevant regulations are 10 CFR Part 70, "Domestic Licensing of Special Nuclear Material"; 
1 O CFR Part 72, "Licensing Requirements for the Independent Storage of Spent Nuclear Fuel , High-Level 
Radioactive Waste, and Reactor-Related Greater than Class C Waste"; and 10 CFR Part 76, "Certification of 
Gaseous Diffusion Plants." 
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• the potential for change in the risk to the public from the accidental offsite release of 
radioactive material 

• the potential effect of radiological exposure on facility employees 

• the installation and continuing costs associated with the backfitting action, including the 
cost of facility downtime or the cost of construction delay (i.e ., resource burden on 
licensees) 

• the potential safety impact of changes in plant or operational complexity, including the 
relationship to proposed and existing regulatory requirements 

• the estimated resource costs for burden on the NRC associated with the proposed 
backfitting action and the availability of such resources 

• the potential impact of differences in facility type, design, or age on the relevancy and 
practicality of the proposed backfitting action 

• a statement of whether the proposed backfitting action is interim or final and, if interim, 
the justification basis for imposing the proposed backfitting action on an interim basis 

Generally, the backfit rule requires the NRC to consider the costs for improving public health 
and safety, which may include facility downtime or construction delay as costs associated with 
the backfitting action. The one exception is that economic costs cannot will not be considered in 
cases of ensuring, defining, or redefining adequate protection unless there are two or more 
ways to achieve a level of protection which is adequate. Should it be necessary or appropriate 
for the Commission to prescribe a specific action to comply with requirements or to achieve 
adequate protection, then cost may be a factor in selecting tRe-ill]_action from the options, 
provided that the objective of adequate protection is met. 

Averted onsite costs can aRSe-result when it is estimated that the backfitting action will save 
money for licensees, such as by reducing forced outage rates. These savings are not treated 
as a benefit (safety enhancement) unless they result in a reduction in adverse health or 
environmental effects. such as a decrease in worker dose. They are, however, considered as a 
negative cost; that is, an offset against other licensee costs. Averted offsite costs should be 
treated as a benefit when there is a safety enhancement. such as can result from an estimated 
decrease in accident frequency or severity. 

The backfit rule establishes a more difficult standard for imposing new regulations than the cost 
benefi!Gial standard used in regulatory analysis. For cost-justified backfitting, the analyst must 
first show that there is a substantial increase in the overall protection of public health and safety 
or the common defense and security to be derived from the backfitting action and then, if that 
step is met, that "the direct and indirect costs of implementation for that facility are justified in 
view of this increased protection" (emphasis added) per 10 CFR 50.109(a)(3). Many of the 
factors to be addressed in the analysis may not be easily quantified, and the backfit rule permits 
consideration of other relevant and material factors, including qualitative factors (see Appendix 
A). 
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that there are important qualitative considerations or factors that cannot beare not quantified, 
those considerations or factors should be discussed in qualitative terms. The environmental 
standard review plan (ESRP), NUREG-1555, provides guidance to the staff on the identification 
and tabulation of costs and benefits resulting from construction and operation of new nuclear 
power plants~. 

For combined license EISs, the ESRP sections for costs and benefits explain that the reviewer 
may rely on an independent analysis of benefits and costs by State or regional authorities, rely 
on the applicant's analysis, or prepare an independent assessment. If a review of the 
applicant's analysis is conducted, the reviewers should ensure that the applicant's assumptions, 
data, and methods are acceptable appropriateto other ESRP reviewers , as appropriate 
(e.g., demographics). If reviewers have relied on an independent analysis, the review directed 
by the ESRP should be modified accordingly. The scope of the review should include the 
plant's average annual electrical-energy generation in kilowatt-hours, enhanced reliability of the 
electrical distribution system, technical benefits such as development of technology, the 
quantities of other products (e.g., steam) produced, and other benefits (e.g., increased regional 
productivity, tax revenues, or new or improved recreational facilities) that have been identified. 
Benefits should be identified for the applicant's proposed project and for any alternatives 
identified as appropriate and practical to mitigate predicted environmental impacts. 

4.4 Costs and Benefits Guidance for Reactors and Material Licensing Actions9 

For reactors and materials licensing actions, the evaluation of the proposed action and each 
alternative should include a discussion of costs and benefits and a qualitative analysis of 
environmental impacts. Assumptions and uncertainties should be part of the discussion. 

Applicant-prepared ERs should include the following costs and benefits-related information, as 
appropriate (NRC, 2003). It may not be necessary for the evaluation of potential impacts from 
the proposed action to require all the information requested below: 

• 

• 

• 

• 

• 

• 

9 

qualitative discussion of environmental enhancement or degradation (including air, 
water, soil, and biotic, as well as socioeconomic factors such as noise, traffic congestion, 
overuse of public works and facilities, and land access restrictions) 

changes to public health and safety 

capital costs or benefits of the proposed action and alternatives, including land and 
facilities 

operating and maintenance costs 

post-operation restoration (not applicable when the alternative is restoration) 

post-operation monitoring requirements 

This section does not apply to ERs prepared at the license renewal stage under 10 CFR 51 .53(c), unless 
costs and benefits are either essential for a determination about the inclusion of an alternative in the range 
of alternatives considered or relevant to mitigation. 
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• other costs or benefits of the alternative (e.g., changes to tax revenue, recreational 
value, and impacts to transportation corridors, as appropriate) 

• incremental changes in regional productivity 

• changes to recreational values 

• other costs or benefits 

The staff-prepared EISs must consider the costs and benefits of the proposed action and the 
alternatives to the proposed action and present them in the EIS ( 10 CFR 51. 71 ). The costs and 
benefits should not be limited to a simple financial accounting of project costs for the proposed 
action and each alternative. Costs and benefits should also be discussed for qualitative 
subjects (i.e., environmental degradation or enhancement). Extensive or detailed analysis 
should be presented in an appendix to the EIS to avoid diverting attention away from primary 
issues such as public health and safety. The cost-benefit analysis is not simply a mathematical 
formula from which to justifyused to determine economic parameters; other applicable 
qualitative factors should be discussed and weighed in the decision. 

Qualitative environmental costs and benefits can be compared to the discussion of 
environmental impacts within the ER Standard project costs can be reviewed using standard 
cost-estimating databases. Socioeconomic costs and benefits can be reviewed and compared 
against similar projects, as applicable. The reviewer should also verify that analyses were 
performed in accordance with appropriate cost-benefit guidance. Future costs and benefits 
should be discounted to present worth, as discussed in Executive Order 12866, "Economic 
Analysis of Federal Regulations under Executive Order 12866." The methods used for 
discounting should be explained and applied consistently to both costs and benefits. 

The NUREG-1727, "NMSS Decommissioning Standard Review Plan," issued September 2000, 
provides guidance on determining costs and benefits for decommissioning projects, as well as 
on determining what is deemed as low as reasonably achievable (ALARA) and prohibitive costs 
related to ALARA. The cost-benefit analysis provides input to determine the relative merits of 
various alternatives; however, the NRC should ultimately base its decision on public health and 
safety issues. 

4.5 Environmental Justice 

The Commission's "Policy Statement on the Treatment of Environmental Justice Matters in NRC 
Regulatory and Licensing Actions" (NRC, 2004c) confirmed NRC supports the general goals of 
EO 12898, "Federal Actions To Address Environmental Justice in Minority Populations and 
Low-Income Populations," dated February 11, 1994, and the NRC will meet these goals through 
its NEPA review process. 

Office guidance on how to incorporate environmental justice in the NEPA review process can be 
found in the following: 

• NRR Office Instruction LIC-203, Revision 3, "Procedural Guidance for Preparing 
Environmental Assessments and Considering Environmental Issues," dated July 1, 2013 
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modifications, and training activities that can be justifiedare appropriate to further reduce the 
risks of severe accidents. 

4.6. 1. 1 Severe Accident Mitigation Alternatives 

In accordance with 10 CFR 51.53(c)(3)(ii)(L), license renewal applicants are to consider 
alternatives to mitigate severe accidents if the staff has not previously evaluated SAMA for the 
applicant's plant in an EIS or related supplement or in an EA The purpose of this consideration 
is to ensure that changes at nuclear power plants before and during the license renewal term 
(e.g., hardware, procedures, and training) with the potential for improving the severe accident 
safety performance are identified and evaluated. Section 4.6.1.2 discusses the use of SAMOA 
for new reactor applications. 

SAMA evaluations are conducted using a four-step approach. In the first step, the applicant 
quantifies the level of risk associated with potential reactor accidents using a facility-specific 
PRA. In the second step, the applicant examines the major risk contributors and identifies 
possible ways (i.e., SAMA) of reducing that risk. Common ways of reducing risk are changes to 
components, systems, procedures, and training. In the third step, the applicant estimates the 
benefits and the costs associated with each of the proposed SAMA The analyst estimates the 
amount of risk reduced by each alternative. Those estimates are monetized per applicable 
NRC regulatory analysis guidance. The cost of implementing the proposed SAMA is also 
estimated. In the fourth step, the cost and benefit of each of the proposed SAMA are compared 
to determine whether the alternative is cost beneficial, meaning the benefits of the SAMA were 
greater than the cost (a positive cost-benefit ratio). The potentially cost-beneficial SAMA are 
then evaluated to determine if they are within the scope of license renewal (i.e., are they subject 
to aging management). This evaluation considers whether the SSCs associated with these 
SAMA ( 1) perform their intended function without moving parts or without a change in 
configuration or properties and (2) are not subject to replacement based on qualified life or 
specified time period. If the cost-beneficial SAMA do not relate to adequately managing the 
effects of aging during the period of extended operation, they need not be implemented as part 
of license renewal, in accordance with 10 CFR Part 54, "Requirements for Renewal of 
Operating Licenses for Nuclear Power Plants." 

The cost-benefit analysis involves determining the net value for each alternative. If the net 
value of an alternative is negative, the cost of implementing the SAMA is larger than the benefit 
associated with the SAMA and it is not considered cost beneficial. Two sets of estimates should 
be developed, one at a 3-percent discount rate and one at a ?-percent discount rate. A 
sensitivity study using the 3-percent discount rate is performed, as well as additional analyses to 
evaluate the effect of parameter choices and uncertainties on the results of the SAMA 
assessment. 

The staff reviews the SAMA analysis prepared by the applicant and determines whether the 
methods used and the implementation of those methods follow the guidance of Nuclear Energy 
Institute (NEI) 05-01, Revision A, "Severe Accident Mitigation Alternatives (SAMA) Analysis: 
Guidance Document," which was endorsed by the NRC (72 FR 45466, dated August 14, 2007). 
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To the extent possible, all attributes should be quantified in monetary terms for each year within 
the scope of the analysis. For example, person-rem of averted exposure, a measure of safety 
value, is converted to dollars using a dollar per person-rem conversion factor. Then the future 
value of each attribute is discounted to present day dollars and summed across all attributes to 
obtain the discounted net value (in current dollars) of the proposed action. The discounted 
net-value calculation is generally favored over other measures, such as a cost-benefit ratio or 
an internal rate of return. 

The net-value method calculates a numerical value that is intended to summarize the balance 
between the favorable and unfavorable consequences of the proposed action. The basic 
perspective of the net-value measure is national economic efficiency. All costs and benefits are 
added together, and the total is intended to reflect the aggregate effect of the proposed action 
on the economy. The net-value measure may not provide any information about the distribution 
of costs and benefits among affected entities. The costs and benefits to all affected parties are 
simply added together. 

It is important to note that significant differences may exist between the recipients of benefits 
and those who incur costs. The distribution of costs and benefits for various groups should be 
presented and discussed. 

5.1.2 Attribute Considerations for Materials Licensees 

The attribute quantification procedure for a cost-benefit analysis for materials licensees is 
different for the following six attributes: 

(1) public health (accident) 
(2) public health (routine) 
(3) occupational health (accident) 
(4) occupational health (routine) 
(5) offsite property 
(6) onsite property 

The quantification of these attributes may involve both frequencies and population doses 
associated with accident scenarios. Nonreactor facilities tend to be much simplermore 
straightforward in system configuration than power reactors , and the potential consequences to 
the public from accidents compared to power reactors is much smaller. This simplifies the 
scope of the accident analysis and the accident frequency and population dose data; however, 
there are fewer data available than for power reactors. Data for nonreactor facilities may be 
used to quantify the incremental changes resulting from the proposed regulatory action for these 
attributes. 

5.2 Identification of Attributes 

For every cost-benefit analysis to be performed, those attributes that could be affected by the 
proposed action should be identified. Once identified, the attributes may be quantified using the 
techniques in Appendix B. As stated previously, benefits have positive values and costs have 
negative values to society. 

5.2.1 Public Health (Accident) 
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This attribute measures expected changes in radiation exposures to the public resulting from 
changes in accident frequencies or accident consequences associated with the proposed 
action. Expected changes in radiation exposure from a nuclear power reactor accident should 
be measured over a 50-mile distance from the licensed facility. Because of the nature of 
nuclear fabrication facilities and the type of credible potential accidents, a 50-mile radius is not 
automatically required. 

In most cases, the effect of the proposed action would be on public exposure. A decrease in 
public exposure (given in person-rem) is a benefit. Therefore, this decrease multiplied by the 
monetary conversion factor (dollar per person-rem) will give a positive monetary value. 

It is possible that a proposed action could increase public exposure because of potential 
accidents. In this case, the increase in public exposure (person-rem) is a cost to society. When 
this increase is multiplied by the monetary conversion factor (dollar per person-rem), the 
resulting monetary term is interpreted as negative. 

5.2.2 Public Health (Routine) 

This attribute accounts for changes in radiation exposures to the public during normal facility 
operations (i.e., nonaccident situations) that result from the proposed regulatory action. When 
used, this attribute would employ an actual radiological public exposure estimate; accident 
probabilities are not involved. 

Similar to the attribute for public health (accident), a decrease in public exposure would be a 
benefit. Therefore, the product of a decrease in exposure and the monetary conversion factor 
(dollar per person-rem) would be positive. The product of an increase in public exposure and 
the monetary conversion factor would be a cost of the proposed action. 

5.2.3 Occupational Health (Accident) 

This attribute accounts for the health effects, both immediate and long-term, associated with site 
workers (i.e., both plant personnel and external workers assisting at the plant in response to the 
accident) as a result of changes in accident frequency or accident mitigation. External workers 
assisting at the plant in response to the accident include those individuals who are participating 
in the emergency operations for stabilizing and securing the damaged unit, as well as those 
individuals subsequently involved in the site cleanup and decontamination. A decrease in 
worker radiological exposures is a benefit; an increase in worker exposures is considered a 
cost. 

As is the case for public exposure, the directly calculated effects of a particular action are given 
in person-rem. A monetary conversion factor should be used to convert the effect into dollars 
(see NUREG-1530). 

5.2.4 Occupational Health (Routine) 

This attribute accounts for radiological exposures to workers during normal facility operations 
(i.e., nonaccident situations). For many types of proposed actions, there will be an increase in 
worker exposures; sometimes this will be a one-time effect (e.g., installation or modification of 
equipment in a hot area), aoo-while others sometimes it will be afl-ongoing effect§ (e.g., routine 
surveillance or maintenance of contaminated equipment or equipment in a radiation area). 
Some actions may involve a one-time increase with an offsetting lowering of future exposures. 
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Because this attribute represents an actual estimate of health effects, accident probabilities are 
not relevant. As is true of other types of exposures, a net decrease in worker exposures is 
taken as positive; a net increase in worker exposures is taken as negative. This exposure is 
also subject to the dollar-per-person-rem conversion factor (see NUREG-1530). 

5.2.5 Offsite Property 

This attribute measures the expected total monetary effects on offsite property resulting from 
the proposed action. Changes to offsite property can take various forms, both direct (e.g., land, . 
food, water) and indirect (e.g., tourism, employment). This attribute is typically the product of 
the change in accident frequency and the property consequences resulting from the occurrence 
of an accident (e.g., costs of interdiction measures such as decontamination, cleanup, and 
evacuation). A reduction in economic consequences is a benefit; an increase in economic 
consequences is considered a cost. 

5.2.6 Onsite Property 

This attribute measures all consequences of an accident that arise within the facility's 
boundaries-an area controlled by the licensee. The expected monetary effects on onsite 
property include replacement power for damaged power reactors, decontamination, and 
refurbishment costs. This attribute is typically the product of the change in accident frequency 
and the onsite property consequences in the event of an accident. A reduction in expected 
onsite property damage is a benefit; an increase in onsite property damage is considered a 
cost. 

These onsite property costs include all additional costs for the facility personnel and external 
workers assisting at the facility during the emergency phase and during long-term cleanup and 
decontamination of the site. 

5.2.7 Industry Implementation 

This attribute accounts for the projected net economic impact on the affected licensees to 
implement mandated changes. Costs will include procedural and administrative activities, 
equipment, labor, materials, and shutdown costs, including the cost of replacement power in the 
case of power reactors. For cost-benefit analysis purposes, additional costs above the status 
quo should be considered costs; cost savings should be considered benefits. 

The government entities or general public may seek compensation from the licensee to provide 
the needed services or to reimburse their incurred costs. Similarly, the purchase of labor and 
materials may result in local economic benefits. These issues are accounted for in other 
attributes and should not be discussed under industry implementation to avoid double counting. 

5.2.8 Industry Operation 

This attribute measures the projected net economic effect due to routine and recurring activities 
required by the proposed action on all affected licensees. If applicable, short-term replacement 
power costs (power reactors only) directly attributable to the proposed action (e.g., the unit must 
be in a refueling outage to install the modification) will be included. Additional costs above the 
status quo may be considered, along with any beneficial cost savings. 
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Costs falling in this category generally occur over long periods of time (the facility lifetime). 
These costs are particularly sensitive to the discount factor used. 

The government entities or general public may seek compensation from the licensee to provide 
the needed services or to reimburse their incurred costs. These costs are accounted for in 
these other attributes and should not be discussed under industry operation to avoid double 
counting. 

5.2.9 NRC Implementation 

This attribute measures the projected net economic effect on the NRC to place the proposed 
action into operation. Costs already incurred, including those activities performed by the NRC 
in making the regulatory decision, are viewed as "sunk" costs and are not to be included. NRC 
activities that are performed after the regulatory decision and other additional costs above the 
status quo may be considered. 

The NRC may seek compensation (e.g ., license foes) in the form of fees from affected 
licensees to provide needed services; any compensation received should not be subtracted 
from the cost to the NRC, because the NRC is the entity consuming real resources (e.g., labor 
and capital) to meet its responsibilities. Any fees provided by licensees are viewed as transfer 
payments, and as such are not real costs from a societal perspective. Any costs that are 
reimbursed by the applicant or licensee should be accounted for here and not duplicated under 
industry costs. 

5.2.10 NRC Operation 

This attribute measures the projected net economic effect on the NRC after the proposed action 
is implemented. Additional inspection, evaluation, or enforcement activities would be examples 
of such costs. As with industry operation costs, NRC operation costs generally occur over long 
periods of time and are sensitive to the discount factor. 

Costs falling in this category generally occur over long periods of time (the facility lifetime). 
These costs are particularly sensitive to the discount factor used. 

The NRC may seek compensation from the licensee to provide needed services. Any costs that 
are reimbursed by the applicant or licensee should be accounted for here and not duplicated 
under industry costs. 

5.2.11 Other Government Entities 

This attribute measures the net economic effect of the proposed action on the Federal 
government (other than the NRC) and State and local governments resulting from the action's 
implementation or operation. 

Other government entities may seek compensation from the licensee to provide the needed 
services. Any costs that are reimbursed by the applicant or licensee should be accounted for 
here and not duplicated under industry costs. 

5.2.12 General Public 
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This attribute accounts for direct, out-of-pocket costs paid by members of the general public as 
a result of implementation or operation of a proposed action. Examples of these costs could 
include items such as increased cleaning costs because of dust and construction-related 
pollutants, property value losses due to the action, or inconveniences ~such as the testing 
of evacuation sirens-). 

This attribute is not related to the attribute associated with economic consequences resulting 
from accidents. The general public attribute measures real costs that will be paid as a result of 
implementation of the proposed action. These costs exclude taxes, as they are simply transfer 
payments with no real resource commitment from a societal perspective. Any costs that are 
reimbursed by the applicant or licensee should be accounted for here and not duplicated under 
industry costs. 

5.2.13 Improvements in Knowledge 

This attribute accounts for the potential value of new information, especially from assessments 
of the safety of licensee activities. Some NRC actions have as their goal the improvement in 
the state of knowledge for such factors as accident probabilities or consequences, with an 
ultimate objective of facilitating safety enhancement or reduction in uncertainty. This attribute is 
qualitative in nature. 

The quantitative measurement of improvements in knowledge depends largely on the type of 
action being investigated. The value of assessments directed at a fairly narrow problem 
(e.g., reducing the failure rate of a particular component) may be quantifiable in terms of safety 
or monetary equivalent. If this is the case, such costs and benefits should be treated by other 
attributes and not included under this attribute. To avoid double counting, potential benefits 
from the assessments that are difficult to identify or are otherwise not easily quantified should 
be addressed under this attribute. 

5.2.14 Regulatory Efficiency 

This attribute attempts to measure regulatory and compliance improvements resulting from the 
proposed action. These may include changes in industry reporting requirements and the NRC's 
inspection and review efforts. Achieving consistency with international standards groups may 
also improve regulatory efficiency for both the NRC and the groups. This attribute is qualitative 
in nature. 

In some instances, changes in regulatory efficiency may be quantifiable, in which case the 
improvements should be accounted for under other attributes, such as NRC implementation or 
industry operation. To avoid double counting, only regulatory efficiency actions that are not 
quantifiable should be addressed under this attribute. Regulatory efficiency actions that can be 
quantified should be considered benefits under the appropriate quantifiable attribute. 

5.2.15 Safeguards and Security Considerations 

The NRC has a legislative mandate to maintain the common defense and security and to 
protect and safeguard restricted data and national security information in its regulatory actions. 
This attribute includes such considerations. 

In applying this attribute, the analyst should determine whether the existing level of safeguards 
and security is adequate and what effect the proposed action has on achieving an adequate 
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level of safeguards and security. If the effect of the proposed action on safeguards and security 
is quantifiable, then this effect should be included among the quantitative attributes. Otherwise, 
the contribution of the action should be evaluated in a qualitative way and treated under this 
attribute. 

5.2.16 Environmental Considerations 

NEPA requires Federal agencies to consider the environmental impacts of federal actions that 
affect the human environment. The NRC sets forth its regulations for implementing NEPA in 
10 CFR Part 51; NRC's guidance for implementing NEPA for various licensing actions are in 
documents such as NU RE Gs 1555, 17 48, 0586, and 1437, and in NRR Office Instruction 
LIC-203. Many of the NRC's regulatory actions are handled through an EIS that considers the 
environmental impacts (both negative and beneficial) from the proposed action. However, when 
an environmental analysis has been done, a summary of the salient results of the environmental 
analysis should be included in the regulatory analysis document. NEPA reviews are handled 
separately from the cost-benefit analysis described in this guidance. Mitigation or other 
measures (e.g., protection) resulting from the environmental review may result in cost increases 
that should be considered in the cost-benefit analysis. The alternatives evaluated in the 
regulatory analysis should be the same as the alternatives evaluated in the EIS or EA. 

5.2.17 Other Considerations 

The staff considers the set of attributes described above to be comprehensive for most 
cost-benefit analyses. Any particular analysis may also identify unique attributes ~such 
as, worker productivity, worker turnover, nonradiological health effects, worker training1. Any 
such attributes should be appropriately described and factored into the analysis. 

5.3 Quantification of Attributes 

The following sections provide guidance and examples for estimating the values of each 
attribute, and are meant to be generically applicable to all NRC regulatory analysesi6. 

Cost and benefit estimates are performed relative to a baseline case, which is typically the 
no-action alternative. In establishing the baseline case, the analyst should assume that all 
existing NRC and Agreement State requirements and written licensee commitments are already 
being implemented and that the costs and benefits associated with these requirements are not 
part of the incremental estimates prepared for the regulatory analysis. Similarly, the effects of 
concurrent regulatory actions need to be incorporated into the baseline before calculating the 
incremental consequences of the regulatory action under consideration. 

The treatment of voluntary initiatives on the part of industry also has important implications on 
the baseline and, therefore, the incremental consequences of the proposed action. 
Section 5.3.1 of this guidance discusses the treatment of voluntary activities by affected 
licensees when establishing a baseline reference. For the cost estimate of the base case, 
analysts should give no credit for voluntary actions. However, for completeness and sensitivity 
analysis purposes, the analyst should also display results with credit being given for voluntary 
incremental actions by licensees. 

5.3.1 Treatment of Industry Initiatives 
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Industry initiatives are typically actions by licensees that either form the bases for continued 
compliance with the regulations or may obviate the need for new regulations. Substituting 
industry initiatives for NRG regulatory action can provide effective and efficient resolution of 
issues that will not compromise plant safety, and this substitution does not represent a reduction 
in the NRG's commitment to safety and sound regulation. The NRG and the industry are jointly 
responsible for tho long term success of using industry initiatives as substitutes for NRG 
regulatory action. Licensees need to effectively manage and implement their commitments 
associated with these industry initiatives, and the NRC should provide a credible and 
predictable regulatory response if licensees fail to satisfy these commitments. 

Industry initiatives can generally be put into one of the following three categories: 

(1) those put in place in lieu of or to complement a regulatory action to ensure that existing 
requirements are met 

(2) those used in lieu of or to complement a regulatory action in which a substantial increase 
in overall protection could be achieved with costs of implementation justified by the 
increased protection 

(3) those that were initiated to address an issue of concern to the industry but that may or 
may not be of regulatory concern 

Issues related to adequate protection of public health and safety are deemed the responsibility 
of the NRC and thus should cannot be addressed through industry initiatives. 

The presence of industry initiatives is potentially very important in the estimation of costs and 
benefits and, as such, its treatment in the regulatory analysis should be explicitly considered. 
All consequences of a proposed regulatory change are measured relative to the baseline, which 
is how things would be if the proposed regulation were not imposed. If industry initiatives that 
complement or substitute for a proposed regulatory action exist, the future role of these industry 
initiatives needs to be determined. This determination would affect the baseline, which in turn 
would affect the calculation of incremental costs and benefits. For example, if "full credit" is 
given to industry initiatives (i.e., it is assumed that complementary industry initiatives will 
continue in the future), the incremental benefits attributable to the proposed regulation are 
diminished. Alternatively, if "no credit" is given, the incremental benefits assigned to the 
proposed rule are increased. 

For the purposes of the regulatory analysis, calculation of net benefits should be based, to the 
extent practical, on varied assumptions about the future role of industry initiatives. Initially, the 
analyst should develop two sets of cost-benefit estimates: (1) the first is based on no credit, 
and (2) the second is based on full credit for industry initiatives. These results, which bound the 
range of potential cost impact, should have equal weight and be presented for sensitivity 
analysis purposes. If the overall cost-benefit result does not change from an overall net cost to 
an overall net benefit (or vice versa), there is no need to further analyze the industry initiative, · 
and the final results would be reported as a range of benefits that reflect the sensitivity of these 
results to the implementation of industry initiatives. If the results are highly sensitive to the level 
of variation, such that the overall net benefit conclusion shifts or the final recommendation 
changes, the analyst should proceed to develop a "best estimate" base case. 

Under this best estimate base case, the staff should evaluate the specific industry initiatives in 
question to determine how much credit to give to the industry initiatives. Clearly, the more an 
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industry initiative satisfies criteria that assure the long-term effectiveness of these voluntary 
approaches, the more credit the analyst should give to the industry initiative. In performing this 
evaluation, the analyst should rely on relevant features and characteristics of the industry 
initiatives to assess the weight or amount of credit to attach to any given industry initiative. 
Relevant characteristics include the following: 

• Costs associated with the industry initiative. If the dominant costs are fixed costs that 
have already been expended or the future recurring costs to maintain the industry 
initiative are minimal, it is more likely_ the industry initiative will continue in the future. 

• The extent to which written commitments exist. If written commitments exist, it is more 
likely a licensee will continue that commitment in the future, and the NRC could, if 
necessary, respond to licensees not adhering to the industry initiativewritten 
commitments. 

• The degree to which the industry initiative is noncontroversial and standard industry 
practice. Factors to consider include whether the industry initiative is consistent with 
provisions of industry codes and standards, the level of participation among relevant 
licensees, how long the program has been operating or its effectiveness, and whether 
the initiative is likely to continue without the rule change. 

• The scope and schedule for industry initiatives that are still pending. For industry 
initiatives that are still works in progress, the more well-defined the scope and the 
sooner the initiative is expected to be in place, the more likely it will be available in the 
future. 

• Whether the industry has formally adopted the initiative as mandatory through the NEl's 
Nuclear Strategic Issues Advisory Committee. 

Based on such an assessment, the regulatory analysis would contain, to the extent practical, a 
best estimate of the cost and benefits of the regulation under consideration with and without 
credit for the industry initiative. These results would become the basis for the staffs 
recommendations to the Commission. Careful attention is needed if PRA techniques are used 
to give partial or no credit to industry initiatives, because risk estimates from PRAs are based on 
existing conditions that typically include credit for any industry initiative that may be in place. 
When the cost-benefit analysis and supporting PRA are modified to eliminate or reduce credit 
for industry initiatives, the analyst needs to ensure that these changes are properly reflected in 
the details of the PRA model. 

5.3.2 Attributes Valuation 

When assigning valuation to the identified affected attributes, the cost-benefit analysis should 
be transparent and the results should be reproducible. The analysis should clearly set out the 
assumptions, methods, and data underlying the analysis and discuss the uncertainties 
associated with the estimates. A qualified individual reading the analysis should be able to 
understand the basic elements of the analysis and the way in which estimates were developed. 

When choosing the appropriate time horizon for estimating costs and benefits, the analyst 
should consider how long the regulation being analyzed is likely to have resulting effects. The 
time horizon begins when the regulatory action is implemented and ends when those effects are 
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expected to cease. Ideally, the analyst should use the expected remaining operating license 
term across affected entities and add an appropriate decommissioning period, if applicable. 

A benefit is most commonly calculated for four attributes: public health (accident), occupational 
health (accident), offsite property, and onsite property. All four of these attributes usually rely 
on an estimation of the change in probability of occurrence of an accident as a result of the 
implementation of the proposed action. fChanges in the consequence of the accident 
f.{i.e., dose or cost] would also affect these attributes.1 

Four attributes involve radiation exposure: (1) public health (accident), (2) public health 
(routine), (3) occupational health (accident), and (4) occupational health (routine). In quantifying 
each measure, the analyst should assess the reduction (or risk averted) relative to the existing 
condition. For accident-related exposures, the measure will be probabilistically weighted 
(i.e., the potential consequence is multiplied by its probability of occurrence). The nonaccident 
terms (e.g., routine occupational exposure) are given in terms of annual expected effect. Both 
types of terms would be integrated over the lifetime that the benefits and costs would be 
incurred (e.g., the licensed term of the affected facilities) to show the total effect. Each of the 
attributes involving radiation exposure can be characterized in terms of person-rem, either 
averted by or resulting from implementation of the proposed action. 

The four attributes associated with radiation exposure require a dollar per person-rem 
conversion factor to be expressed monetarily. The remaining quantitative attributes are 
normally quantified monetarily in a direct manner. When quantified monetarily, attributes are to 
be discounted to present value. This operation involves an assumption about the remaining 
lifetime of a facility. If appropriate, the effect of license renewal should be included in the 
facility's lifetime estimate. The total dollar figures capture both the number of facilities involved 
(in the case of generic rulemaking) and the economic lifetime of the affected facilities. 

Qualitative attributes do not lend themselves to quantification. To the degree to which the 
considerations associated with qualitative!Rese attributes can be quantified, they should be; the 
quantification should be documented, preferably under one or more of the quantitative 
attributes. However, if the consideration does not lend itself to any level of quantification, its 
treatment should take the form of a qualitative evaluation in which the analyst describes as 
clearly and concisely as possible the precise effect of the proposed action (see Appendix A). 

To estimate values for the accident-related attributes in a regulatory analysis, the analyst can 
draw from detailed risk/reliability assessments or statistically based analyses. However, the 
analyst will sometimes find limited data or insufficient information for providing a precise 
quantitative perspective. This situation may often involve nonreactor licensees, because 
detailed risk assessments, reliability assessments, or statistically-based analyses are less 
available for these licensees than for power reactor licensees. Two examples illustrate this type 
of quantitative evaluation. 

Example 1: In 1992, the NRC performed a regulatory analysis for the adoption of a proposed 
rule (NRC, 1992) concerning air gaps to avert radiation exposure resulting from NRG-licensed 
users of industrial gauges. The NRC found insufficient data to determine the averted radiation 
exposure. To estimate the reduction in radiation exposure should the rule be adopted, the NRC 
assumed a source strength of 1 curie for a device with a large air gap, which produces 1.3 rem 
per hour at a distance of 20 inches from a cesium-137 source. Assuming half this dose rate 
would be produced, on average, in the air gap, and that a worker is within the air gap for 4 hours 
annually, the NRC estimated the worker would receive 2.6 rem per year. The NRC estimated 
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Avoided Public Dose = ) [Release Category Frequency x Category Population Dose Factor]status 
~ff ~ 

or 

Categories 

L [Release Category Frequency x Category Population Dose Factor] After 
Release Action 

Categories 

Avoided Public Dose = [Accident Frequency x Population Dose Factor]status 
Quo 

- [Accident Frequency x Population Dose Factor] After 
Action 

If the standard analysis is not sufficient because estimation of population doses requires more 
detail, then a greater effort is necessary to address the expanded scope. The analyst would 
employ state-of-the-art PRA modeling software and techniques to better capture design-, 
facility-, and site-specific characteristics that could affect the results. 

5.3.2. 1.2 Monetary Valuation of Accident-Related Health Effects 

Mortality Effects 

To quantify mortality effects, a conversion factor is needed that reflects the monetary value of a 
unit of radiation exposure. This conversion factor is subject to periodic NRC review. Tho NRG 
set out the basis for solooting this value in NUREG 1530. Th~is dollar-per-person-rem value ... 
set out by NRC in NUREG-1530, is to be used to calculate the monetary value of the 
incremental cancer mortality risk resulting from routine and accidental exposure to radiation. 
Unlike early NRG praotioo, oOffsite property consequences are separately valued and are not 
part of this person-rem value. Monetary conversion of radiation exposure using the 
dollar-per-person-rem value is to be performed for the year in which the exposure occurs, and 
then the monetized value is discounted to present value for purposes of evaluating costs and 
benefits. 

Morbidity Effects 

Morbidity effects of radiation exposure consist of the risk of nonfatal health effects from illnesses 
such as cataracts, cardiovascular disease, or nonfatal cancers. Historically, the NRC has used 
the International Commission on Radiological Protection nominal risk coefficient, which included 
a global average risk of morbidity and heritable effects, in conjunction with the value of a 
statistical life (VSL) in its dollar-per-person-rem conversion factor as a monetary value of the 
health risks resulting from radiation exposure. This coefficient included allowances for nonfatal 
cancers and for severe hereditary effects translated into loss-of-life measures based on a 
perceived relationship between quality of life and loss of life. However, the VSL portion of the 
calculation only monetizes cancer mortality. Therefore, to better align with the monetized 
mortality value of the VSL, only the cancer mortality risk coefficient should be used, and 
morbidity and heritable effects should be estimated separately. 

Nonfatal health effects risk valuation differs from that of mortality risk valuation in that the values 
depend on the type of illness, each with its own unique severity, duration, and effect on quality 
of life. As with VSL estimates, WTP to reduce the risk of experiencing an illness is the 
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(3) Discount each reduction in occupational health (routine) risk per facility (dollars). 

( 4) Sum the reductions and total over all facilities (dollars): 

where 

VoHR = 

HoR1 = 

HoRo = 

N = 

VoHR = N (HoR1 + HoRo) 

discounted monetary value of reduction in occupational health 
(routine) risk for all affected facilities (dollars) 
monetary value of per-facility reduction in routine occupational dose 
required to implement the proposed action after discounting 
( dollars/facility) 
monetary value of per-facility reduction in routine occupational dose to 
operate following implementation of the proposed action after 
discounting ( dollars/facility) 
number of affected facilities 

Note the algebraic signs for D0R1 and DoRo. A reduction in exposure is positive; an increase is 
negative. The dose for implementation (D0R1) would normally be an increase and therefore 
negative. 

If individual facility values instead of tRaA-generic values are used, the formulas can be replaced 
with the following: 

where 

5.3.2.3.1 

VoHR = _L Ni (HoRii + HoRo) 
i 

= facility (or group of facilities) index 

Estimation of Change in Routine Exposure 

A proposed NRG action can affect routine occupational exposures in two ways. It may cause a 
one-time increase in routine dose resulting from implementation of the action (e.g., installing a 
retrofit). It may also cause a change ( either increase or decrease) in the recurring routine 
exposures after implementing the action. A new coolant system decontamination technique, for 
example, may cause a small implementation dose but may result in a decrease in annual 
exposures from maintenance thereafter. 

For the standard analysis, the analyst may attempt to make exposure estimates or obtain at 
least a sample of industry or other technical data for a validation of the estimates developed. 
The development of an exposure estimate includes two components: ( 1) estimating the 
radiation field (rem/hour) and (2) estimating the labor hours required. The product is the 
exposure (person-rem). The development of operational estimates also requires the annual 
frequency of the activity. 

General estimates of radiation fields can be obtained from a number of sources. For power 
reactors, FSAR Chapter 12 for the plant will include a partitioning of the power plant into 
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If a facility is already operating, ti will be zero, and the equation for C will be simplified to the 
following: 

1 - e-rtr 
C=--­

r 

If the analysis does not discount offsite property damage-feir-, when the timeframe is 
sufficiently short to mitigate the need for discounting1, r effectively becomes zero in the 
preceding equations. In the limit as r approaches zero, C = tr = ti (or C = tt when t = 0). This 
new value for C should be used to evaluate D in the undiscounted case. 

The quantity D should be interpreted carefully to avoid misunderstandings. It does not 
represent the expected offsite property damage resulting from a single accident. Rather, it is 
the present value of a stream of potential losses extending over the remaining lifetime of the 
facility. Thus, it reflects the expected loss resulting from a single accident (this is given by the 
quantity B), the possibility that such an accident could occur (with some probability) at any time 
over the remaining facility life, and the effects of discounting these potential future losses to 
present value. When the quantity D is multiplied by the annual frequency of an accident, the 
result is the expected loss over the facility life discounted to present value. 

At a more detailed level.._ but still within the scope of a standard analysis, the analyst can identify 
the affected facilities and then calculate the proper sum effect instead of relying on generic 
values. This involves the following steps: 

( 1 ) Identify the affected facilities. 
(2) Identify reductions in the accident frequency per facility. 
(3) Calculate the value of the property damage per facility. 
( 4) Calculate the avoided property damage value per facility. 
(5) Sum the avoided property damage over the affected facilities. 

For a major effort beyond the standard analysis, the estimates should be derived from more 
site-specific information than that used by Strip (1982). For power reactors, the MACCS 
computer code with the most recent data available should be used. This degree of effort would 
be relatively costly to conduct, both in terms of computer costs and data collection and 
interpretation costs. However, it would provide the highest degree of reliability. 

Burke et al. (1984) examined the offsite economic consequences of severe light-water reactor 
accidents and developed cost models for the following: 

• population evacuation and temporary sheltering, including food, lodging, and 
transportation 

• emergency-phase relocation, including food, housing, transportation, and income losses 

• intermediate-phase relocation, beginning immediately after the emergency phase 

• long-term protective actions, including decontamination of land and property and land 
area interdiction 
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associated with the action. If the action requires work in a radiation zone, the analyst 
should account for the extra labor required by radiation exposure limits and low worker 
efficiency caused by radiation protection gear and tight quarters. 

When performing a sensitivity analysis (but not for the best estimate), the analyst should 
include contingencies, such as the most recent greenfield construction project 
contingency allowances supplied by Robert Snow Means Co., Inc. (1995). That 
reference suggests adding contingency allowances of 15 percent at the conceptual 
stage, 10 percent at the schematic stage, and 2 percent at the preliminary working 
drawing stage. The Electric Power Research Institute (EPRI) (1986) offers guidelines for 
use in estimating the costs for "new and existing power generating technologies." EPRI 
suggests applying two separate contingency factors, one for "projects" to cover costs 
resulting from more detailed design and one for "process" to cover costs associated with 
uncertainties of implementing a commercial-scale new technology. 

(2) Estimate the costs associated with implementation, both direct and indirect. Direct costs 
include materials, equipment, and labor used for the construction and initial operation of 
the facility during the implementation phase. Indirect costs include required services. 
The analyst should identify any significant secondary costs that may arise. The analyst 
should account for one-time costs for component replacement and the associated labor 
costs. Schulte et al. (1978) and United Engineers and Constructors, Inc. (1986, 1988a, 
1988b) provide additional information on cost categories, especially for reactor facilities. 

(3) If appropriate, discount the costs, and then sum. If costs occur at some future time, they 
should be discounted to yield present values. If all costs occur in the first year or if 
present-value costs can be directly estimated, discounting is not required. Generally, 
implementation costs would occur shortly after adoption of the proposed action. 

When performing cost-benefit analyses for nonreactor facilities, the analyst may encounter 
difficulty in finding consolidated information on industry implementation costs comparable to that 
for power reactors. The types of nonreactor facilities are quite diverse. Furthermore, within 
each type, the facility layouts typically lack the limited standardization of the reactor facilities. 
Specific data may be best obtained through direct contact with knowledgeable sources for the 
facility concerned, possibly the facility personnel themselves. 

For a major effort beyond the standard analysis, the analyst should obtain very detailed 
information, in terms of the cost categories and the costs themselves. The analyst should seek 
guidance from NRC contractors or industry sources experienced in this area ~such 
as, architect engineering firmsl The analyst should define the incremental costs of the action at 
a finer level of detail. The analyst should refer to the code of accounts in the Energy Economic 
Data Base (United Engineers and Constructors, Inc., 1986) or Schulte et al. (1978) to prepare a 
detailed account of implementation costs. 

5.3.2.6. 1 Short-Term Replacement Power 

For power reactors, a regulatory analysis should incorporate the possibility that implementation 
of the proposed action may result in the need for short-term replacement power. Unlike the 
long-term costs associated with severe power reactor accidents discussed in Section 5.3.2.6, 
the replacement power costs associated with industry implementation of a regulatory action 
would be short term (e.g., for the duration of a maintenance outage). 
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5.3.2.6.2 Premature Facility Closing Prior to License Expiration 

Several nuclear power plants have been voluntarily shut down before the expiration of their 
operating licenses. Normally, a decommissioning cost of approximately $300 million 
(1993 dollars) would be associated with an end-of-life shutdown. However, if a proposed 
regulatory requirement is expected to result in a premature shutdown, this cost is shifted to an 
earlier time with an associated net increase in its present value. For example, if a plant with an 
estimated t years of remaining life is prematurely closed, the net increase in present value, for a 
real discount rate of r, becomes ($300 million) [1 - 1/(1 +r)~: 

Premature facility closing cost= Decommissioning cost x [ 1 - (l: r)f] 
Thus, for this example, a plant closing 20 years (t) early will incur an additional cost of 
$20 million using a ?-percent real discount rate (r). 

5.3.2.7 Industry Operation 

This section provides procedures for estimating the industry's incremental costs during the 
operating phase (i.e., after implementation) of the proposed action. The incremental costs 
measure the additional costs to industry imposed by the proposed action; they are costs that 
would not have been incurred in the absence of the action. A reduction in the net cost (i.e., cost 
savings) is algebraically positive; an increase (cost accrual) is negative (i.e., viewed as negative 
cost savings). Both NRC and Agreement State licensees should be addressed as appropriate. 

In general, the analyst should perform three steps to estimate industry operation costs: 

(1) Estimate the amount and types of equipment, materials, and/or labor that will be affected 
by the proposed action. 

(2) Estimate the associated costs. 

(3) Discount the costs over the remaining lifetimes of the affected facilities, then sum. 

Costs incurred for operating and maintaining facilities may include, but are not limited to, the 
following: 

• maintenance of land and land use rights 
• maintenance of structures 
• operation and maintenance of hydraulic, pneumatic, and electrical equipment 
• scheduled radioactive waste disposal and health physics surveys 
• scheduled updates of records and procedures 
• scheduled inspection and test of equipment 
• scheduled recertification/retraining of facility personnel 
• associated recurring administrative costs 
• scheduled analytical updates 

For the standard analysis, the analyst should proceed as follows: 
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• preparing handbooks for use by the staff responsible for enforcement and handbooks for 
use by others responsible for compliance 

• supporting and reviewing a licensee's change in its technical specifications 

• conducting initial inspections to validate implementation 

Sciacca (1992) assists the analyst in calculating these and "other" implementation costs. 
Implementation costs may include labor costs and overhead, purchases of equipment, 
acquisition of materials, and the cost of tasks to be carried out by outside contractors. 
Equipment and materials that would be eventually replaced during operation should be included 
under operating costs rather than implementation costs. 

Three steps are necessary for estimating NRC implementation costs: 

(1) Determine what steps the NRC should take to put the proposed action into effect. 

(2) Determine the requirements for the staff, outside contractors, materials, and equipment. 

(3) Estimate the costs of the required resources, discount if appropriate, and then sum. 

Implementation is likely to affect a number of NRC branches and offices. For example, the 
Office of Nuclear Regulatory Research may develop a regulatory guide, NRR may review any 
reactor licensee submissions, and the NRC regional offices may conduct an inspection against 
some portion of the guide in operating facilities. In developing estimates for the implementation 
costs, the analyst is encouraged to contact all of the NRC components that the proposed action 
is likely to affect. 

For the standard analysis, the analyst should identify the major tasks that should be performed 
to ensure implementation of the proposed rule, major pieces of equipment (if any) that should 
be acquired, and major costs of materials. Major tasks are then assessed to estimate the 
approximate level of effort (in professional staff person-hours) necessary to complete them. 
The number of person-hours for each task is multiplied by the appropriate NRC labor rate and 
then summed over all of the tasks. The NRC's labor rates are determined using the 
methodology in Abstract 5.2, "NRC Labor Rates," of NUREG/CR-4627. 

Similarly, the costs to complete tasks that would be contracted out also need to be estimated. 
To obtain a reasonably good approximation of contractor costs, the analyst should contact the 
NRC component that would be responsible for contracting for the tasks. Finally, the analyst 
should add the costs of major pieces of equipment and quantities of materials to the labor and 
contract costs. 

When other data are unavailable, the analyst may assume as an approximation that, for a 
noncontroversial amendment to an existing rule or regulation, implementation will require a total 
of one professional staff person-year with no additional equipment and no additional materials. 
For a new rule or regulation, it is much more difficult to supply a rough but reasonable estimate 
of the implementation cost because the level of effort and types and quantities of machinery and 
materials can vary dramatically. One recourse would be to use as a proxy the implementation 
costs for a recently adopted regulatory requirement that is similar to the proposed measure. 
The relative similarity of the two requirements should be judged with respect to the effort 
required to implement the proposed measure. 
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For a major effort beyond the standard analysis, a more detailed and complete accounting 
would be expected. The analyst can request the responsible NRC office to provide available 
information, such as paper submittals or records of initial inspections. 

5.3.2.9 NRG Operation 

After a proposed action is implemented, the NRC is likely to incur operating costs. These are 
the recurring costs that are necessary to ensure continued compliance. For example, adding a 
new regulation may require the NRC to perform periodic inspections to ensure compliance. The 
analyst should determine whether operations resulting from the proposed action will be 
conducted entirely by the NRC or in cooperation with one or more Agreement States. A 
reduction in the net cost (i.e., cost savings) is algebraically positive; an increase (cost accrual) is 
negative (i.e., viewed as negative cost savings). 

The analyst should perform three steps for estimating NRC operating costs: 

( 1 ) Determine the activities that the NRC should perform after the proposed action is 
implemented. 

(2) Estimate staff labor, contractor support, and any special equipment and material 
required. 

(3) Estimate the costs of the required resources, discount (usually over the remaining 
lifetimes of the affected facilities) to yield present value, and then sum. 

In determining the required post: implementation activities, the analyst should carefully examine 
the proposed action and ask the following questions: 

• How is compliance with the proposed action to be ensured? 

• Is a periodic review of industry performance required? 

• What is an appropriate schedule for such a review? 

• Does this action affect ongoing NRC programs; if so, will it affect the costs of those 
programs? 

Because several NRC branches and offices may incur recurring costs attributable to the 
proposed action, the analyst is encouraged to contact all of the NRC components that are likely 
to be affected. 

For the standard analysis, the analyst should obtain estimates of the number of full-time 
equivalent professional staff person-hours that would be required to ensure compliance with the 
proposed rule. The analyst should use the methodology in Abstract 5.2 of NUREG/CR-4627 to 
determine the NRC's labor rates. 

Major recurring expenditures for special equipment and materials, and for contractors, should 
be added. Because operating costs are recurring, they should be discounted, usually over the 
remaining lifetimes of the affected facilities. 
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After a proposed action is implemented, the Federal (non-NRC) Government and State and 
local governments may incur operating costs. These are the recurring costs that are necessary 
to ensure continued compliance. For example, adding a new regulation may require that other 
government agencies in addition to the NRC perform periodic inspections to ensure compliance. 
The analyst should determine whether operations resulting from the proposed action will be 
conducted entirely by the NRC or in cooperation with one or more other government agencies. 

The analyst should perform three steps for estimating the other government operating costs: 

(1) Determine the activities that the other governments should perform after the proposed 
action is implemented. 

(2) Estimate government staff labor, contractor support, and any special equipment and 
material required. 

(3) Estimate the costs of the required resources, discount (usually over the remaining 
lifetimes of the affected facilities) to yield present value, and then sum. 

In determining the required post:implementation activities, the analyst should carefully examine 
the proposed action and ask the following questions: 

• Does compliance with the proposed action require non-NRC cooperation? 

• Is periodic review of industry performance required beyond that of the NRC? 

• What is an appropriate schedule for such a review? 

• Does this action affect ongoing government programs; if so, will it affect the costs of 
those programs? 

Because several government branches and offices may incur recurring costs attributable to the 
proposed action, the analyst is encouraged to contact all components that are likely to be 
affected. 

For the standard analysis, the analyst should obtain estimates of the number of full-time 
equivalent professional staff person-hours that would be required to ensure compliance with the 
proposed rule. The analyst should cost each person-hour at the appropriate labor rate and may 
use it as a substitute if no more specific value is available. Major recurring expenditures for 
special equipment and materials, and for contractors, should be added. Because operating 
costs are recurring, they should be discounted, usually over the remaining lifetimes of the 
affected facilities. 

A major effort beyond the standard analysis would proceed along the lines described above; 
however, a more detailed and complete accounting would be expected. The analyst could ask 
the responsible government agencies to provide available information. 

5. 3. 2. 11 General Public 

This attribute measures costs incurred by members of the general public, other than additional 
taxes, as a result of implementation of a proposed action. Taxes are viewed simply as transfer 
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payments with no real resource commitment from a societal perspective. A reduction in the net 
cost (cost savings) is algebraically positive; an increase (cost accrual) is negative (i.e., viewed 
as negative cost savings). 

Typically, costs to the general public cover such items as increased cleaning as a result of dust 
and construction-related pollutants, property value losses, or inconveniences such as testing of 
evacuation sirens. Care should be taken not to double count for general public and other 
government costs. If a cost could be assigned to either group, it should be assigned where it is 
more appropriate; the analyst should remember not to account for it again in any other attribute. 

The analyst should perform two steps to estimate costs to the general public: 

(1) Identify the adverse impacts incurred by the general public to implement the proposed 
action. 

(2) Estimate the costs associated with these adverse impacts, discount if appropriate, and 
then sum. 

The NRC does not expect regulatory actions to commonly affect this attribute. However, if 
relevant, the standard analysis would require the analyst to identify the major activities 
necessary to implement the proposed action that will result in adverse impacts to the general 
public. Public records or analogous experience from other communities could be used as 
information sources to estimate the costs to the general public. 

5. 3. 2. 12 Improvements in Knowledge 

This attribute relates primarily to proposals for conducting assessments of the safety of licensee 
activities. At least four major potential benefits are derived from the knowledge produced by 
such assessments: 

• improvements in the materials used in nuclear facilities 

• improvements in or development of safety procedures and devices 

• production of more robust risk assessments and safety evaluations to reduce uncertainty 
about the relevant processes 

• improvement in regulatory policy and regulatory requirements 

To the extent that the effects of regulatory actions can be quantified, they should be treated 
under the appropriate quantitative attributes. On the other hand, if the effects from the 
assessments are not easily quantified, the analyst must still still has the burden of 
justifyingprovide a reasonable basis for the effort and indicat~ffi§ its effect. If necessary, this 
justification factor would be expressed qualitatively under this attribute. An effort should be 
made to identify the types of costs and benefits that are likely to be accrued and who will incur 
them. 

Consider the following statement: 
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This assessment effort has a reasonable prospect of reducing our uncertainty 
regarding the likelihood of containment failure resulting from hydrogen burning. 
Such an accident may be a significant source of risk. The knowledge from the 
proposed assessments would enable us to assess more accurately the overall 
accident risk posed by nuclear reactors. and this, in turn, should benefit the 
public through better policy decisions. 

Although this statement describes why the proposed assessment is needed, it does not provide 
any information for evaluating the merits of the proposed assessment. 

Answering the following questions would help to fill this information gap: 

• What are the likely consequences of a hydrogen-burning accident? 

• To what extent would the proposed assessment reduce the uncertainty in the likelihood 
of a hydrogen-burning accident? 

• Given our current information, what is the contribution of hydrogen burning to overall 
accident risk? 

The above questions are specific to a particular topic. For the broader problem of providing a 
cost-benefit analysis of an assessment proposal, the analyst should answer the following 
general questions: 

• What are the objectives? 

• If the assessment is successful in meeting its objectives, what will the social benefits be? 

• Is there a time constraint on the usefulness of the results? 

• Who will benefit from the results, by how much, and when? 

• What is the likelihood that the assessment will fail to meet its objectives within the time 
and budget constraints? 

• What will be the social costs (and benefits) if the assessment is not successful or if the 
assessment is not undertaken? 

5.3.2.13 Regulatory Efficiency 

Regulatory efficiency is an attribute that is frequently difficult to quantify. If it can be quantified, 
it should be included under one or more of the other quantifiable attributes. If quantification is 
not practical, regulatory efficiency can be treated in a qualitative manner under this attribute. 
For example, achieving consistency with international standards groups may increase 
regulatory efficiency for both the NRC and such groups. However, this increase may be difficult 
to quantify. 

If necessary, this justification factor would be expressed qualitatively under this attribute. The 
analyst should try to identify the types of cost and benefits that are likely to be accrued and who 
will incur them. If the proposed NRC action is expected to have major effects on regulatory 
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QUALITATIVE FACTORS ASSESSMENT TOOLS 

A.1 PURPOSE 

The purpose of this appendix is to provide guidance and best practices for use in esliR1aliR!i I 
considering qualitative factors (i.e .• intangible costs and benefits (i.e., q1:1alitati'le faateFS) to 
improve the clarity, transparency, and consistency of the U.S. Nuclear Regulatory Commission's 
(NRC's) regulatory, backfit, and environmental analyses. In the staff requirements 
memorandum (SRM) to SECY-14-0087, "Qualitative Consideration of Factors in the 
Development of Regulatory Analyses and Backfit Analyses,• dated March 4, 2015, the 
Commission directed the NRC staff "to encourage quantifyi.!J.q costs to the extent possible and 
use qualitative factors to inform decision making, in limited cases, when quantitative analyses 
are not possible or practical (i.e., due to lack of methodologies or data)." 

Consistent with this direction, the analyst should make every effort to use quantitative attributes 
relevant to the cost-benefit analysis. The quantification should use monetary terms whenever 
possible. Dollar benefits should be defined in real or constant dollars (i.e., dollars of constant 
purchasing power). If monetary terms are inappropriate, the analyst should try to use other 
quantifiable benefits. 

However. there may be seme-attributes that cannot be readily quantified, 8espite the analyst's I 
eest effeFts. These attributes are termed "qualitative," and this appendix captures best practi~ 
for the consideration of such qualitative factors by providing methods that can be used to 
support the NRC's evidence-based, q1:1aRtitati'le, aR8 analytical approach to decisionmaking. I 
This guidance provides a toolkit to enable analysts to clearly present analyses of qualitative 
results in a transparent way ~for dedsionmakers, stakeholders, and the general public-GaA 1 
1:1REleFstaREl._/rh~ method_~ d~b~ in _i,iis aJ?p_endix should !>e u_sed ~en_ quan~ificatlon _is f!O_ 
practical or possible. They aFe net a s1:1estitllte feF aelleatiR!i aawFate iRfeFRlatieR te 8e'lelep 
realistiG estiRlates ef oosts 8R8 eeRefits, 8R8 they 88 net 68RStitl:lte SR 8l(fl8RSi8R ef the 
ooRsiEleratieR ef E11:1alitati'le faateFS iR re!j1:1latery, eaakfit, eF eR•tiFeRRleRtal analyses. 
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A.2 TYPES OF COSTS AND BENEFITS 

A.2.1 Tangible Costs and Benefits 

Quantifiable costs and benefits have numeric valu'es such as dollars, physical counts of tangible 
items, or percentage changes of a quantifiable factor. MeAetizee eeAefits ar:e always 
1:11:1aAtifiaele. Monetized benefits are always quantifiable and measured in dollars or are tangible 
items with known conversion factors to monetize the variable (e.g. , the person-rem conversion 
factor described in NUREG-1530, Revision 1, "Reassessment of NRC's Dollar per Person-Rem 
Conversion Factor Policy"). 

Examples of nonmonetized, quantifiable costs and benefits include the following: 

• number of commodities or items produced for each alternative 

• maintainability or supportability measures (i.e., mean-time-to-repair or average 
downtime) 

• accuracy, timeliness, and completeness of data produced by systemic performance and 
operational effectiveness 

A.2.2 Intangible Costs and Benefits 

Intangible costs and benefits do not easily lend themselves to direct, quantitative modeling or 
measurement. In other words, these types of attributes ( 1) do not have readily available 
standard measurement scales and (2) tend to be subject to greater variability in modeling and 
results. Altl:le1:1~R s1:1ejesti¥e, 1:1Qualitative measures can be used to account for such benefits 
and make a positive contribution to the cost-benefit analysis. The analyst should use the best 
analytical practices (e.g., surveys and interviews) to include difficult-to-quantify costs and 
benefits. Examples of nonmonetized, nonquantifiable costs and benefits1 that lend themselves 
to qualitative measures Include the following: 

• 

• 

• 

• 

• 

• 

• 

defense in depth 

perception/image 

aesthetics 

morale 

terrestrial or aquatic habitat 

quality of material or service 

safeguards and security 

This llstof nonquantlfiable costs and benefits is based In part on that In SECY-14-0087, "Qualitative 
Consideration of Factors in the Development al Regulatory Analyses and Backlit Analyses,• Attachment 1, 
dated August 14, 2014. 
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• operational readiness 

• regulatory efficiency 

• improvements in knowledge 

• incorporation of advances in science and technology 

• greater flexibility in practice or less prescriptive requirements 

• greater specificity in existing generally stated requirements 

• correction of significant flaws in current requirements 

While quantifying costs and benefits helps decisionmakers understand the magnitude of the 
effects of alternative regulatory actions, some benefits may be difficult to quantify in monetary 
terms. However, they can also be too important to ignore. In tl:li&these situation§., the analysts I 
should use accurate information to develop realistic estimates to quantify parameters and 
sl:leY!e-then use the methods in this appendix to inform decisionmaking when quantitative 
analyses are difficult or would provide an incomplete analysis if presented aloneif emittee. 
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A.3 METHODS 

To facilitate the selection of consistent methods, this section provides analysts with several 
methods for modeling qualitative attributes and explains the circumstances best suited for ~ 
each method would be useful. The use of consistent methods enables analysts to present 
qualitative results in a transparent way ll=tat-for decisionmakers, stakeholders, and the general 
public saA IIAdeFStaAd. 

Several tools are available if..&emefor attributes that do not lend themselves to quantification. • 
When possible, considerations associated with these attributes should be quantified using 
market data, shadow pricing, or willingness-to-pay (WTP) techniques. The WTP principle 
captures the notion of opportunity cost by measuring what individuals are willing to forgo ...Q[ 

(pay) to enjoy a particular benefit. 

SefRe...Examples of potential data sources for quantifying cost estimates include the following: 

• budget submissions 
• historical cost data reports 
• manpower use records and reports 
• construction materials cost database 

Because data collection can be time consuming, a formal data collection plan may be useful. 
Such a plan would include tasks to identify the types of data available; to acquire the data with 
supporting documentation; to determine which estimating methods and models will be used with 
which dataset; and to verify, validate, and normalize the data. 

If an attribute does not lend itself to monetized costs and benefits, then the analyst should 
describe it in sufficient detail so that the decisionmaker can determine whether the benefits for 
the alternative outweigh the costs. This section briefly describes some methods and references 
for qualitative anaiysesaAd 13rovides refereAses. The selection of an appropriate method 
depends on the issues being considered and the desired objectives. By carefully considering 
the descriptions and applicability of the qualitative tools in this appendix wl'leA selestiAg tl'le 
a1313r-e13riate teol, the analyst can ensure consistency with prior regulatory analyses performed by 
the staff. The sophistication of the method selected should be commensurate with the 
complexity of the issue, and tl'le 13artis11iar metl'lod selested by tl'le aAalyst sl'lould will depend on 
the nature and importance of the qualitative factor, as described below for each method. 

Analysts should remember that, because these alternatives do not estimate the net benefits of a · 
policy or regulation, they fall sl'lort of are not the same a§. cost-benefit analys~ in their ability to 
identify an economically efficient policy. The analyst should discuss such shortcomings when 
presenting the results. 

A.3.1 Narrative 

When there are potentially important effects that cannot be quantified, the analysts should 
include a discussion of the resulting benefits-f8SY!ts. Tl'le aAalysts sl'lould diss11ss as well as the 
strengths and limitations of the information. This discussion should also include iAformatioA OR 

the key reason(s) that the effects are difficult to quantify. In one instance, the analysts may 
know with certainty the magnitude of a risk to which a substantial, but unknown, number of 
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individuals are exposed. In another instance, based on highly spea~latiYe unverified 
assumptions, a postulated consequence may result in an ~ ncertain magnitude of risk. 

For cases in which these costs or benefits affect a recommendation, the analysts should clear1y 
explain the rationale behind the choice. Such an explanation could include detailed infonnation 
on the nature, timing, likelihood, location, and distribution of the costs and benefits. Also, the 
analyses should include a summary table that lists all the quantified and unquantified costs and 
benefits. After careful consideration of these factors using techniques described in this 
appendix, the analyst should document and highlight (e.g., with categories or rank ordering) 
those factors that are most important for decisionmaking. Examples identified in Office of 
Management and Budget (0MB) Circular A-4, "Regulatory Analysis," dated 
September 17, 2003, in the section "Time Preference for Non-Monetized Benefits and Costs,· 
under "Benefits and Costs that Are Difficult to Quantify," are "the degree of certainty, expected 
magnitude, and reversibility of effects.· 

While the analysis often focuses on difficult-terquantify benefits of regulatory actions, some 
costs are difficult to quantify as well. For example, in its document "lnfonning Regulatory 
Decisions: 2003 Report to Congress on the Costs and Benefits of Federal Regulations and 
Unfunded Mandates on State, Local, and Tribal Entities," issued September 2003, the 0MB 
stated that certain pennitting requirements (e.g., the U.S. Environmental Protection Agency's 
New Source Review program and Clean Power Plan) have the following effects: 

[They] restrict the decisions of production facilities to shift to new products and 
adopt innovative methods of production. While these programs may impose 
substantial costs on the economy, it is very difficult to quantify and monetize 
these effects. Similarly, regulations that establish emission standards for 
recreational vehicles, like motorcycles, may adversely affect the perfonnance of 
the vehicles in tenns of drivability and zero to 60 miles per hour acceleration. 

The cost associated with the loss of these attributes may be difficult to quantify and monetize, 
so the attributes should be analyzed qualitatively. 

A.3.2 Cost-Effectiveness Analysis 

Cost-effectiveness analysis can previEle a rigere~s way te identify options that most effectively I 
use the resources available without requiring the monetization of all relevant benefits or costs. 
Generally, a cost-effectiveness analysis is designed to compare a set of regulatory actions with 
the same primary outcome (e.g., an increase in the acres of wetlands protected) or multiple 
outcomes that can be integrated into a single numerical index (e.g., units of health 
improvement). This type of analysis is commonly used to compare alternatives when the value 
of costs or benefits cannot be adequately monetized. If it can be assumed that the benefits are 
the same for all alternatives being considered, then the task is to minimize the cost of obtaining 
them through a cost-effectiveness analysis. This method may be used in cases with substantial 
uncertainties or with important values that are difficult to quantify. In such instances, 
alternatives that yield equivalent benefits may be evaluated based on their cost-effectiveness. 
A regulatory analysis incorporating this method may also be used, if there are multiple ways to 
achieve compliance or reach a level of adequate protection and the Commission finds it 
necessary or appropriate to specify the way to achieve that level of protection. A 
cost-effectiveness analysis of the various alternatives under consideration improves technical 
efficiency in achieving a desired outcome that may be valuable to a decisionmaker. 
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The cost-effectiveness of an alternative is calculated by dividing the present value of total costs 
of the option by the nonmonetary quantitative measure of the benefits it generates. The ratio is 
an estimate of the costs incurred to achieve a unit of the outcome from a particular policy option. 
For example, in a security scenario, the analyst should determine the costs expressed in dollars 
incurred to save a person's life or mitigate a security event. Presumably, there are alternative 
ways to achieve these objectives and determine their costs. The analysis does not evaluate 
benefits in monetized terms but in an attempt to find the least-cost option to achieve a desired 
quantitative outcome. 

One technique for comparing and prioritizing a list of alternatives is the decision matrix. This 
flexible technique may be used to evaluate most quantitative and nonquantitative costs and 
benefits. 

In this example, some decision elements are monetized, but others are evaluated s1,1ejestiYely 
qualitatively because they are not readily quantifiable. While both types of decision elements 
could be evaluated directly using a decision matrix, the NRC recommends evaluating only 
nonmonetized data using this technique to a·,eiEI weakeAiAg er ElegraEliAg the val1,1e ef the 
q1,1aAtifieEI Elata. The optimum approach is to use a decision matrix to evaluate the 
noninonetized criteria, evaluate the monetized data separately, and then consider both 
monetized and nonmonetized data to develop a recommendation. Tables A-1 and A-2 provide 
an example of this technique in which weighting factors are assigned based on the importance 
of the attribute in meeting the regulatory objective, and the rating factor is a measure assigned 
to determine the overall performance with respect to the decision element. 

Table A-1 Example of a Decision Matrix-Quantification of Intangible Benefits 

Nonnallzed Alternative 1 A1tematlve2 Alternative 3 
Decision 

Weighting 
Element 

Factor Data Rating Score Data Rating Score Data Rating Score 

Maintenance 
.40 7h 9 3.6 10h 7 2.8 14 h 4 1.6 Downtime 

Reduced 5 per 2.5 8 per 
.25 5 1.25 per 7 1.75 2 .50 

ErrorRate 100 
100 

100 

Suitability .20 
Very 

4 .80 Good 2 .40 Excellent 6 1.20 
Good 

Improved 
240 230 200 per 

.15 per 8 1.20 per 7 1.05 6 .90 
Productivity 

CYCie CYCie 
cycle 

Total Weight 1.00 Total Score 6.85 Total Score 6 Total Score 4.2 

For each criterion, the score is determined by multiplying the weighting factor for the criterion by 
the rating for the alternative (the weighting factor and rating being subjective numbers). The 
cost of the alternatives would be divided by the total scores in the bottom row to produce a 
cost-benefit index to arrive at a recommendation. To achieve this cost. multiply the benefit 
score by the cost-benefit index. Table A-2 shows an example. 
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Table A-2 Example of a Cost-Benefit Index 

Cost-Benefit Index Alternative 1 Alternative 2 Alternative 3 
Cost 24 20 19 
Benefit Score 6.85 6 4.2 
Cost-Benefit Index 3.50 3.33 4.52 

Cost-effectiveness results based on averages should be considered carefully. They are limited 
by the same drawbacks as cost-benefit ratios. The alternative that exhibits the smallest 
cost-effectiveness ratio, or the alternative with the highest cost-benefit ratio, may not be the 
preferred alternative that maximizes net benefits. Incremental cost-effectiveness analysis can 
help avoid mistakes that can occur when proposed regulatory actions are based on average 
cost-effectiveness. The incremental cost-effectiveness ratio determines the marginal or 
incremental cost for an additional unit of benefit when choosing between mutually exclusive 
alternatives. 

A cost-effectiveness analysis can also be misleading when the "effectiveness" measure does 
not appropriately weigh the consequences of the alternatives. For example, when effectiveness 
is measured in a quantity of reduced emissions, cost-effectiveness estimates may be 
misleading, unless the reduced emission outcomes result in the same health and environmental 
benefits. 

Likewise, if the range of alternatives considered results in different levels of stringency, the 
analysts should determine the cost-effectiveness of each option compared with the baseline, as 
well as its incremental cost-effectiveness compared with successively more stringent 
requirements. The analysts should prepare an array of cost-effectiveness estimates that would 
allow a comparison across different alternatives. However, if analyzing all possible 
combinations is not practical (because there are many alternatives or possible interaction 
effects), then the analysts should use professional judgment to choose reasonable alternatives 
for consideration. 

Some caveats exist for the measurement of the associated costs using the cost-effectiveness 
technique: 

• The marginal cost-effectiveness should l:>e calculated. It is the marginal or incremental 
cost-effectiveness of the alternative that should be compared with the baseline 
cost-effectiveness alternative (i.e., the status quo). The policy that has the lowest 
marginal cost per unit of effectiveness will be the most efficient way to use resources. 

• The costs include all compliance costs incurred by both the private and public sectors. 
Such costs should be based on resource or opportunity costs, not merely the monetized 
costs of goods and services. 

• The costs should be properly defined and measured in the calculation of 
cost-effectiveness. 

• The costs incurred may be private (i.e., capital or operating expenditures) or societal 
costs that are spread over maf'l;'--a number of years. To compare alternative options, 
both the costs and benefits should be discounted to a common time period. 
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In 1992, the NRC used a regulatory break-even analysis to evaluate the adoption of a proposed 
rule regarding air gaps to avert radiation exposure resulting from NRG-licensed users of 
industrial gauges (published in Volume 57 of the Federal Register (FR), page 56287 
(57 FR 56287). The NRC found insufficient data to determine the averted radiation exposure. 
To estimate the reduction in radiation exposure, the NRC performed a break-even analysis. 
The analysis assumed a source strength of 1 curie for a device with a large air gap, which 
produces 1.3 rem per hour at a distance of 50.8 cm (20 inches) from a cesium-137 source. 
Assuming half this dose rate would be produced, on average, in the air gap, and that a worker is 
within the air gap for 4 hours annually, the NRC estimated the worker would receive a radiation 
dose of 2.6 rem per year. The agency estimated that adopting the proposed air-gap rule would 
be cost-effective if it saved 347 person-rem per year. At an averted occupational radiation dose 
of 2.6 person-rem per year for each gauge licensee, incidents involving at least 133 gauges 
would have to be eliminated. Given the roughly 3,000 gauges currently used by these 
licensees, the proposed rule would have to reduce the incident rate only by roughly 4 percent, a 
value the NRC believed to be easily achievable. As a result. the staff recommended adoption of 
the air-gap rule. 

A.3.4 Bounding Analysis 

A bounding analysis is an analysis designed to iaeAtify--jimit or provide a specifiedtRe range of 
potential impacts or risks in order to calculate best case and worst case results. Such an 
approach might be used in a cost-benefit analysis as a screening tool to simplify assumptions 
and modeling, to address uncertainty, or to address unavailable or unknown data. These 
bounding analyses (or enveloping scenarios) should be chosen so that they present the 
greatest possible extremes and are limiting values for the inputs to the analysis. For the best 
case scenario, the analyst would use assumptions and inputs that maximize the benefits and 
minimize the costs. For the worst case scenario, the analysts would use assumptions and 
inputs that minimize the benefits and maximize the costs. The results of such bounding 
analyses can be used to inform the decisionmakers of the extent or of the severity of the results. 
If the sign of the net benefit estimate is positive across this range, there Is confidence that the 
proposed regulatory action is beneficial. Analysts should carefully identify judgments or 
assumptions made in selecting appropriate bounding input values to describe whether they 
used absolute limits or reasonable maximum limits. In explaining the results, the analyst should 
communicate to the decisionmakers that the use of bounding analysis results may be 
unnecessarily conservative. 

A.3.5 Rank Order/Weight-Based Analysis 

This analysis allows for selection based on quantifiable and nonquantifiable costs and benefits 
and allows the Commission to adjust criteria based on perceived importance. A majef I 
drawback to this method is that it implies elajesti>Jity wt:ten there is no objective f81ia91&..basis for 
the ranking, which may draw criticism as it is difficult to make quantitative statements about the 
actual difference between alternatives. 

A.3.6 Maximin and Maximax Analysis 

The maximin and maximax analyses are two criteria of decision theory where multiple 
alternatives can be compared against one another under conditions of uncertainty. In the 
maximin analysis, the analyst looks at the worst that could happen In each alternative for a 
given outcome and then chooses the least worst alternative (I.e., the alternative where the loss 
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of false positives for some outcome. Examination of the results of each alternative shows the 
following: 

(1) For alternative 1, the lowest number of false positives is three for testing 10 times a year. 
(2) For alternative 2, the lowest number of false positives is one for testing 10 times a year. 
(3) For alternative 3, the lowest number of false positives is two for testing 10 times a year. 

According to the maximax analysis, the analyst would choose alternative 2 for testing 10 times a 
year, because it has the lowest number of false positives (i.e. , oRe is less tf:laR two aREI tl'lFee). I 
The choice (maxim in or maximax) depends on the JleFSoRal preference of the decisionmaker. 
The maximin criterion involves selecting the alternative that maximizes the minimum payoff 
achievable, and so a decisionmaker who valYes-prefers a guaranteed minimum at the risk of 
losing the opportunity to make big gains would opt for the maximin result. The maximax 
criterion involves selecting the alternative that maximizes the greatest payoff available, so this 
approach would be more suitable for aR 8Jltimist, er a "risk-seeking" investor, who seeks-wants I 
to achieve the best results if the best happens. 

A.3.7 Conjunctive and Disjunctive Analysis 

The conjunctive and disjunctive analysis method requires a satisfactory performance, rather 
than the best, in each decision criterion. The conjunctive step requires an alternative to meet a 
minimal performance threshold for all criteria. The disjunctive step requires the alternative to 
exceed the given threshold for at least one criterion. Any alternative that does not meet the 
conjunctive or disjunctive rule is not considered further. These screening rules can be used to 

. select a subset of alternatives for analysis by other, more complex methods. 

A.3.8 Lexicographic Analysis 

This analysis involves lexicographic ordering, which ranks alternatives one at a time, starting 
with the most important and heavily weighted criterion. If two or more alternatives are 
preferentially tied for the most important criterion, then they are compared on the second most 
important criterion. The surviving alternatives are then compared on the third most important 
criterion, and so on, until the tie is broken, resulting in the chosen alternative. This method is 
appealing because of its simplicity; however, it will require subjective agreement by participants 
on the ordering of criteria and the assumption of independent assessments when considering 
two or more criteria simultaneously. 

One example of lexicographic ordering would be the evaluation of alternatives where attributes 
of each alternative are considered. For example, such an evaluation could consider six 
attributes over three alternatives, represented by a 6 x 3 matrix of potential evaluative 
information. An example of a set of attributes could consist of the following: 

( 1) averted occupational exposure 
(2) reduction in core damage frequency 
(3) training and certifications 
(4) required operator actions outside the control room 
(5) nuclear consequence management 
(6) standard operating procedures 
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Based on this information, questionnaires can be prepared that will collect and present 
evaluative information in a format similar to that found in product ratings summaries. The 
questionnaires can then be distributed to a populace, in which respondentss1:1Bjesl6 can be 
asked to evaluate the information provided by the questionnaire and rank order the attributes in 
terms of decreasing preference. In addition to the ranking task, the respondentss1:1Bjesls can be 
asked to assign importance weights to various characteristics of each attribute, rate each 
alternative's characteristics on a desirability scale, and identify a minimum acceptability limit on 
each attribute's characteristic contained in the questionnaire. 

A.3.9 Decision Matrix 

The decision matrix is a popular method for comparing and prioritizing a list of alternatives. This 
highly flexible tool effectively evaluates nonmonetized and difficult to quantify costs and 
benefits. 

Monetized decision criteria are eejesli•,e aAEl quantifiable; nonmonetized criteria are s1:1Bjeslive 
aoo-not directly quantifiable. While a cost-benefit analysis considers both types of criteria, the 
monetized criteria demand a more rigorous analysis, specifically because they are objective and 
quantifiable and less influenced by subjective assessment. If the monetized criteria and 
nonmonetized criteria are used in a single decision matrix, then the analysts would need to 
apply s1:1Bjeslive qualitative evaluation to the monetized data, whish we1:1IEl weakeA er Ele€)raEle 
lhe val1:1e ef lhal Elala. Therefore, quantified costs and benefits should be kept separate from 
nonmonetized costs and benefits and not combined in a single decision matrix. The best 
approach is to use a decision matrix to evaluate the s1:1ejeslive qualitative criteria, evaluate the 
quantified monetized data separately, and then consider both monetized and nonmonetized 
data to develop a staff recommendation. 

When considering a regulatory issue in generalized form with m qualitative criteria and 
n alternatives, let C1, ...• Cm and A1, ... ,A,, denote the difficulty in quantifying criteria and 
alternatives, respectively. As shown in Figure A-1, each row belongs to a criterion, and each 
column describes the performance of an alternative. The score a0 describes the performance of 
alternative Ai against criterion Ct. For simplicity, the specified convention is that a higher score 
value means a better performance, since any goal of minimization can be easily transformed 
into a goal of maximization. 

X1 Xn 
A, An 

W1 C1 a,, am, 

. 
Wm Cm am, amn 

Figure A-1 The Decision Matrix 

As shown in Figure A-1 , weights w,, ... ,wm are assigned to the criteria. Weight w, reflects the 
relative importance of criterion Ct to the decision and, by convention, is assumed to be positive. 
The weights of the criteria are usually determined subjectively and represent the opinion of the 
analysts or the synthesized opinions of a group of experts using a group decision technique. 
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The values x1, .. • ,Xn associated with the alternatives in the decision table are the final ranking 
values of the alternatives. By convention, a higher ranking value means a better performance of 
the alternative, so the alternative with the highest ranking value is the best of the alternatives. 

This technique can partially or completely rank the alternatives: a single most preferred 
alternative can be identified or a short list of a limited number of alternatives can be selected for 

. subsequent detailed appraisal using other methods. 

The multiattribute utility theory (MAUT), described next, and outranking methods, described in 
Section A.3.10, are two main techniques for assigning weights in decision matrices. 

A.3.9.1 Multiattribute Utility Theory Technique 

The family of MAUT methods consists of aggregating the different criteria into a function, which 
is maximized. Thereby, the mathematical conditions of aggregations are examined. As 
described in NUREG-1530, Revision 1, this theory allows for the complete compensation 
between criteria (i.e., the gain on one criterion can compensate for the loss on another). 

In most of the approaches based on the MAUT, the weights associated with the criteria can 
properly reflect the relative importance of the criteria only if the scores ag are from a common, 
dimensionless scale. The basis of MAUT is the use of utility functions. Utility functions can be 
applied to transform the raw performance values of the alternatives against diverse criteria, both 
factual (objective, quantitative) and judgmental (subjective, qualitative), to a common, 
dimensionless scale. In practice, the intervals [O, 1] or [O, 100] are used for this purpose. Utility 
functions play another YefY"important role: they convert the raw performance values so that a I 
ffiGffi preferred performance obtains a higher utility value. A good example is a criterion 
reflecting the goal of cost minimization. The associated utility function should result in higher 
utility values for lower cost values. 

It is common for some normalization to be performed on a nonnegative row in the matrix of the 
a11 entries. The entries in a row can be divided by the sum of the entries in the row, by the 
maximum element in the row, or by a desired value greater than any entry in the row. These 
normalizations can also be formalized as applying utility functions. 

A.3.9.2 Simple Multiattribute Rating Technique 

The simple multiattribute rating technique (SMART) is the simplest form of the MAUT methods. 
The ranking value Xi of alternative Ai is obtained simply as the weighted algebraic mean of the 
utility values associated with it, as shown in the equation below: 

l:~1 W;atj , 
Xj = ~ m ,} = 1, ... , n. 

"-t=1 Wt 
where: 
a = alternative 
m = number of criteria (I.e., 1 to m) 
n = number of alternatives (I.e., 1 to n) 
w = weights (i.e., w1 reflects the relative importance of criteria a1 to the decision) 
XJ = ranking value of alternative Ai 
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COST ESTIMATING AND BEST PRACTICES 

B.1 PURPOSE 

The purpose of this appendix is to provide uniform guidance and best practices for the methods 
and procedures recommended for use by the U.S. Nuclear Regulatory Commission (NRC) staff 
when preparing cost estimates, including, but not limited to, those for regulatory analyses, backfit 
analyses, and environmental analyses. The appendix describes practices relative to estimating a 
life-cycle cost (LCC). LCCs include all anticipated costs associated with a project or program 
alternative throughout the life of a nuclear facility-fhe-,, from authorization through end-of-life-cycle 
operations~. 

Before following this guidance and beginning a cost estimating process, the NRC staff should 
determine as a threshold matter whether applying a new requirement to an already licensed 
facility is necessary for adequate protection of public health and safety. This ensures that when a 
new regulatory requirement is necessary for adequate protection, the staff does not impermissibly 
consider costs. 

This appendix does not impose new requirements, establish NRC policy, or instruct direct the 
actions of NRC staff in preparing cost estimates. Rather, this appendix provides information on 
accepted industry standards on best practices and processes for cost estimating, including 
practices promulgated by the Government Accountability Office (GAO) in its guide, "Cost 
Estimating and Assessment Guide: Best Practices for Developing and Managing Capital Program 
Costs," issued April 2009 (GAO, 2009). In GA0-15-98, "NRC Needs to Improve Its Cost 
Estimates by Incorporating More Best Practices," issued December 2014 (GAO, 2014), the GAO 
specifically recommended that NRC cost estimating guidance be aligned with relevant cost 
estimating best practices identified ifl..hY._ GA04a-98 to ensure that future cost estimates are 
prepared in accordance with relevant cost estimating best practices. This appendix includes other 
recommendations from GAO 15 98. 
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B.2 GUIDANCE OVERVIEW 

High-quality cost estimates provide an essential element for successful project and program 
management. The main objective of this appendix is to provide guidance that shouldto improve 
the quality of cost estimates that support inform Commission decisionmaking. The cost estimating 
principles and processes described in this appendix meet or exceed Federal and NRC 
requirements while referring to industry standards and best practices, where appropriate. 

High-quality cost estimates should satisfy four characteristics established by industry best 
practices they should be cFedible, well documented, accurate, and comprehensive (GAO, 2009): 

• Credible when the assumptions and estimates are realistic-The estimate discusses 
any limitations of the analysis from uncertainty or biases surrounding data or 
assumptionshas been cross checked and Feconciled with independent oost estimates, the 
lev~I of confidence associated with the point estimate~ has been identified, and a 
sensitivity analysisa has been conducted. 

• Well-documented-The supporting documentation for the estimate includes is thoroughly 
documented, including source data and significance. clearly detailed calculations and 
results, and explanationsa narrative explaining the process, souroes, and methods used to 
croate the estimate, and the estimate identifies the under:lying data and assumptions used 
to de•Jelop the estimate. 

• Accurate-The actual costs de11iate little from the assessment of oosts likely to be 
incuFFed.estimate is unbiased, the work is not overly conservative or overly optimistic. and 
is based on an assessment of most likely costs. 

• Comprehensive-The estimate's level of detail ensures that cost elements are neither 
omitted nor double countedThe estimate acoounts for all possible oosts associated with a 
project, it is strnctured in sufficient detail to ensuFe that costs are neither omitted ner 
duplicated, and it has been foFFRulated by an estimating team '/Ath the composition 
commensurate with the assignment. 

This appendix contains industry best practices for carrying out these steps. Enclosure B-5 
(Table B-7) contains a cross-reference of the 12 key GAO estimating steps to estimating 
(GAO, 2009) and then: implementing tasks related to implementing to the sections of this appendix 
that discuss the NRG guidanoe for accomplishing those steps. 

8.2.1 Purpose of a Cost Estimate 

The purpose of a cost estimate is determined by its intended use (e.g., regulatory analyses, 
backfitting analyses, environmental analyses), and its intended usewhich. in turn, determines its 

A peiRt estiR'late is the best g1:1ess er the R'lest likely 11al1:1e fer the sest estiR'late, gi•teR the 1:1REierlyiRg Eiata. 
The level ef G8Rfiet8R68 fer the peiRt esUR'late is the prebability that the peiRt estiR'late w411 aswally be R'let. 

A seRsitivity aRalysis is aR exaR'liRatieR ef the effeet ef shaRgiRg eRe •.iaFiable Felative te the sest estiR'late 
wl:lile all ether vaFiables are helEi seRstaRt te iEieRtify ,.,Jt:lish vaFiable R'lest affeGts the east estimate. 
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the scope and detail of the effort. Accordingly, the principal purposes of a regulatory cost 
estimate are to help ensure the following: 

• Regulatory decisions made in support of statutory responsibilities are based on adequate 
information concerning the need for and consequences of proposed actions. 

• Appropriate alternative approaches to achieve regulatory objectives are identified and 
analyzed. 

• The proposed action is the clearly preferred alternative. 

• Proposed actions subject to the backfit rule {Title 10 of the Code of Federal Regulations 
(10 CFR) 50.109, "Backfitting"), and not within the exceptions in 10 CFR 50.109(a)(4), 
provide a substantial increase in the overall protection of public health and safety and the 
common defense and security, and the direct and indirect costs of implementation are 
justified in view of this substantial increase in protection. 

B.2.2 Overview of the Cost Estimating Process 

Traditionally, cost estimates are produced by gathering input, developing the cost estimatei aoo 
its documentationdocumenting the process, and generating the necessary output. Table B-1 
explains the steps in the GAO cost estimating process that should be followed to ensure the 
development of accurate and credible cost estimates. These best practices represent an overall 
process of established, repeatable methods that result in high-quality cost estimates that are 
comprehensive and accurate and that can be easily and clearly traced, replicated, and updated. 

This cost estimating process contains 12 steps that should result in reliable and valid cost 
estimates that can be used to-make informee decisions. Table B-1 lists the 12 steps, extracted 
from GA0-09-3SP (GAO, 2009). 

Table B-1 The 12 Steps of a High-Quality Cost Estimating Process 

Step Description Associated Tasks 

1 Define the • Determine the estimate's purpose, required level of detail, and overall 
estimate's scope. 
purpose. • Determine who will receive the estimate. 

2 Develop an • Determine the composition of the cost estimating team and develop the 
estimating plan. master schedule. 

• Determine who will do the independent cost estimate . 

• Outline the cost estimating approach . 

• Develop the timeline for the estimate tirneline . 

3 Define program • In a technical baseline description document, identify the program's 
characteristics. purpose and its system and performance characteristics, as well as all 

system configurations. 

• Identify any technology implications . 

• Develop the program acquisition schedule and acquisition strategy . 

• Determine the relationship to other existing systems, including 
predecessor or similar legacy systems. 

• Identify support (e.g., manpowerFTE/contract work, training) and security 
needs and risk items. 

• Determine system quantities for development, test, and production . 
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8.3 COST ESTIMATING INPUTS 

Cost estimate development is initiated by inputs to the process. These inputs are process 
elements that can either occur one time or be iterative. Internal NRC reviews or external 
feedback may identify the need to revise various process elements to improve the quality of the 
cost estimate. Cost estimates that are developed early in the analysis of proposed regulatory 
alternatives may not be derived from detailed engineering designs and specifications, but the cost 
estimate should be sufficiently developed to support the intended purpose. During the life of the 
project, cost estimate inputs become increasingly definitive and reflect the scope and specificity 
defined for the project. 

Before following this guidance and beginning a cost estimating process. the NRC staff should 
determine as a threshold matter whether applying a new requirement to an already licensed 
facility is necessary for adequate protection of public health and safety. This ensures that when a 
new regulatory requirement is necessary for adequate protection, the staff does not impermissibly 
consider costs. 

B.3.1 Proiect Requirements 

Cost estimates are performed for regulatory analyses, backfitting analyses, and environmental 
analyses. Each analysis may have specific, detailed, or different requirements based on the 
intended purpose of the analysis. 

B.3.2 Documentation Requirements 

The analyst should document scope assumptions, regulatory baseline determinations, and likely 
alternatives. The analyses consider the accuracy of supporting estimates and project-specific 
evaluations. 
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B.4 COST ESTIMATING CHARACTERISTICS AND CLASSIFICATIONS 

B.4.1 Planning the Cost Estimates 

Table B-2 describes the planning steps required to produce credible cost estimates. 

Table B-2 Basic Characteristic of Credible Cost Estimates 

Cost Estimate 
Description Planning Step 

The cost analyst should receive the scope description, ground rules and 
Clear Identification of assumptions, and technical and performance characteristics. Clearly identify 
Task estimate constraints and conditions to ensure the preparation of a 

well-documented estimate. 

Broad Participation in 
Stakeholders should participate in providing requirements, system parameters, 

Preparing Estimates 
and cost data based on stated regulatory objectives. Independently verify 
external data for accuracy, completeness, and reliability. 
Use numerous sources of suitable and relevant data. Use relevant, historical 

Use of Valid Data data from similar work to project costs of the new work. The historical data 
should be directly related to the performance characteristics of the new scope. 
Use a standard WBS that is as detailed as appropriate, continually refining it 

Standardized Structure 
as the maturity of the scope develops and the regulatory actions become more 

for the Estimate 
defined. The WBS helps to ensure that no necessary portions of the estimate 
(and schedule) are omitted or duplicated. This makes it easier to make 
comparisons to similar work. 

Provision for 
Identify the confidence level (e.g., 80 percent) appropriate for the cost 

Uncertainties and Risk 
estimate. Identify uncertainties and develop an allowance to mitigate the cost 
effects of uncertainties. 
Ensure that the cost estimate properly and realistically reflects economic 

Recognition of 
escalation (i.e., inflating the price of goods and services using an appropriate 

Escalation 
consumer price index to account for changes in prices over time). Clearly note 
assumptions. Identify the source of escalation information and explain and 
justify the applicability of the rates. 

Recognition of Include all costs associated with the scope of work; if any cost has been 
Excluded Costs excluded, disclose and include a rationale for the exclusion. 

Conduct an independent review of an estimate as a crucial step to establishing 
Independent Review of confidence in the estimate. Ensure that the independent reviewer verifies, 
Estimates modifies, and validates an estimate to ensure realism, completeness, and 

consistency. 

Revision of Estimates 
Update estimates to reflect changes during the project. Large changes that 

for Significant Changes 
affect costs can significantly influence decisions. Give appropriate justification 
and explanation for such chanqes. 

Source: Based on GA0-09-3SP, Table 1 (GAO, 2009). 

B.4.2 Cost Estimate Classifications 

Cost estimates have common characteristics , such as. The most common characteristics are 
levels of definition, requirements, and techniques used. These characteristic levels are generally 
grouped into cost estimate classifications. Cost estimate classifications may be used with any 
type of project or work and may include consideration of ( 1) where a project stands in its life cycle, 
(2) level of definition (amount of information available), (3) techniques to be used in the estimation 
(e.g., parametric vs. definitive), and (4) time constraints and other estimating variables. 
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estimating techniques used, the level of effort or time budgeted to prepare the estimate, and 
extraneous market conditions (e.g., periods of rapid price escalation, labor climate factors). 

As a general rule, particularly for potential regulatory actions that are in the early stages of 
development, the estimate should be developed using a combination of estimate classifications. 
In these situations, the analyst should use a combination of detailed unit cost estimating (Class 1) 
techniques for work that will be executed in the future, preliminary estimating (Class 3) techniques 
for work that is currently in the planning stages but less defined, and order of magnitude 
estimating (Class 5) techniques for future work that has not been well defined. For example, the 
regulatory basis phase is a Class 5 estimate, the proposed rule phase is a Class 4 estimate, and 
the final rule phase is a Class 3 estimate, although specific cost elements within any of these 
three phases may be estimated at more-detailed levels (e.g., Class 1 or Class 2). 

B.4.3 Cost Estimate Ranges 

When preparing cost estimates for early conceptual designs, it is important to recognize that 
variations in the basis for the design will have the greatest impact on costs. Estimating tools and 
methods, while important, should not be the main focus during the early stages of a project when 
estimate accuracy is poorest. In the early phases of defining and evaluating proposed regulatory 
requirements, effort should be directed toward establishing a better design basis than on using 
more detailed estimating methods. 

The cost estimate range (lower and upper bounds) is determined by independently assessing the 
lower and upper cost estimate range for each cost element. In some situations, the range may, in 
part, be a function of scope variability (e.g., if a decision to add 5 or 10 submittals is pending) or 
could result from cost and schedule estimate uncertainties as part of the risk analysis. 

The lower bound of the cost range may represent a scenario where the analyst has determined a 
low likelihood of impact and, therefore, may not need additional resources to modify the current 
design or practice. 

The upper bound of the cost range may represent a scenario where the analyst determined a 
large cost uncertainty associated with the required regulatory treatment for the modification, lack 
of specificity in the process steps or controls, or other cost drivers. Regardless, the cost estimates 
should be unbiased. The analyst should reflect such uncertainty in the estimate range and not by 
increasing the costs of each element or component of the estimate. GA0-09-3SP defines two 
types of contingency-contingency reserve and management reserve. Contingency reserve 
represents funds held at or above the program office for "unknown unknowns" that are outside a 
contractor's control. In this context, contingency funding is added to an estimate to allow for 
items, conditions, or events for which the state, occurrence, or effect is uncertain and that 
experience shows are likely to result in additional costs. Management reserve funds, in contrast, 
are for "known unknowns" that are tied to the contract's scope and managed at the contractor 
level. Unlike contingency reserve, which is funding related, management reserve is budget 
related. The value of the contract includes these known unknowns in the budget base, and the 
contractor decides how much money to set aside. 

NRC regulatory analysis cost estimates do not use either of these types of contingency 
(GAO, 2009). The use of sensitivity analysis and uncertainty analysis (discussed in Appendix C, 
"Treatment of Uncertainty," to NUREG/BR-0058, Revision 5) provides a means to determine the 
contingency amount required for a project budget. Therefore, the analyst should not add 
contingency to the upper range cost estimate. 
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8.5 COST ESTIMATING METHODS 

Many cost estimating methods and techniques are available to use in performing a cost estimate. 
Depending on project scope, estimate purpose, level of project definition, and availability of cost 
estimating resources, the analyst may use one, or a combination, of these techniques. As shown 
in Table B-3, as the level of project definition increases, the estimating methodology tends to 
progress from conceptual Uudgment, analogy, parametric) techniques to more detailed 
(activity-based, unit-cost) techniques. The following sections include techniques that may be 
employed in developing cost estimates. 

B.5.1 Engineering-Buildup Estimating Method 

Activity-based, detailed, or unit-cost estimates are typically the most definitive of the estimating 
techniques and use information down to the lowest level of detail available. These types of 
estimates are also the most commonly understood and used estimating techniques. 

The accuracy of activity-based, detailed, or unit-cost techniques depends on the accuracy of 
available information, the resources spent to develop the cost estimate, and the validity of the 
bases of the estimate. Analysts typically use a work statement and set of drawings or 
specifications to identify activities that make up the project. Nontraditional estimates may use a 
WBS, team input, and work statement to identify the activities that make up the work. 

The analyst separates each activity into detailed tasks to itemize and quantify labor hours, 
material costs, equipment costs, and subcontract costs. Standard estimating practices use an 
action verb as the first word in an activity description. Use of verbs provides a definitive 
description and clear communication of the work that is to be accomplished. Subtotaled, the 
detailed items comprise the direct costs. Indirect costs, overhead costs, contingencies, and 
escalation are then added, as necessary. Many of these factors may not be appropriate when 
performing an incremental cost estimate (e.g., regulatory analyses). The analyst should include 
contingencies when performing a sensitivity analysis for a regulatory analysis (i.e., a high 
estimate). Appendix C, "Treatment of Uncertainty," to NUREG/BR-0058 discusses the concept of 
sensitivity analysis as a subset of contingency analysis. 

The analyst may revise the estimate as details are refined. The activity-based, detailed, or 
unit-cost estimating techniques are used mostly for Class 1 and Class 2 estimates, and they 
should always be used for proposal or execution estimates. 

Activity-based, detailed, or unit-cost estimates imply that activities, tasks, work packages, or 
planning packages are well defined, are quantifiable, and are to be monitored so that performance 
can be reported accurately. The NRC staff does not use cost estimates in regulatory analyses te 
estimate regulatory burden to develop work packages or planning packages, nor does it update 
the estimate after the Commission decision on the proposed action. Therefore, the NRC does not 
monitor those estimated costs. 

Quantities should be objective, discrete, and measurable. These quantities provide the basis for 
an EVM of the work within the activities and the WBS. The 2012 DOE "Work Breakdown 
Structure Handbook" is a suitable reference for use in developing a product-oriented WBS. 
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The advantages of using the parametric cost estimating include the following: 

• Versatility-If the data are available, parametric relationships can be derived at any level 
(e.g., system, subsystem, component). As the design changes, CERs can be quickly 
modified and used to answer "what-if' questions about design alternatives. 

• Sensitivity-Simply varying input parameters and recording the resulting changes in cost 
will produce a sensitivity analysis. Typically, a sensitivity analysis characterizes the effect 
of one input at a time. but can be used to characterize the effect of multiple inputs together 
on the outcomes. A sensitivity analysis typically does not assess the relative likelihood of 
different outcomes. 

• Statistical output-Parametric relationships derived through statistical analysis will 
generally have both objective measures of validity (statistical significance of each 
estimated coefficient and of the model as a whole) and a calculated standard error that 
can be used in risk analysis. Analysts can use this information to provide a confidence 
level for the estimate based on the CER's predictive capability. 

The disadvantages of using parametric-estimating techniques include the following: 

• Database requirements-The underlying data should be consistent and reliable. While it 
may be time consuming to normalize the data or to ensure that the data were normalized 
correctly, without understanding how data were normalized, the analyst is accepting the 
database on faith, thereby increasing the estimate's risk. 

• Currency-CERs should be periodically updated to capture the most current cost, 
technical, and programmatic data. 

• Relevancy-Using data outside the CER range may cause errors because the CER loses 
its predictive capability for data outside the development range. 

• Complexity-Complicated CERs (e.g., nonlinear CERs) may make it difficult to readily 
understand the relationship between cost and its independent variables. 

B.5.2.2 End-Product-Unit Method 

The end-product-unit method is used when enough historical data are available from similar work 
based on the capacity of that work. The method does not take into account any economies of 
scale, or the location or timing of the work. 

Consider an example of estimating the cost of reviewing a routine submittal. From a previous 
estimate, the total cost was found to be $150,000 to review 10 submittals, or $15,000 per 
submittal. For a new reporting requirement of similar complexity, the estimated cost would be 
$15,000 per review for two submittals, or $30,000. As another example, when estimating the 
overnight construction cost (construction costs without loan costs) of a nuclear power plant, the 
generally accepted industry practice is to multiply the planned megawatt capacity of the proposed 
plant by a dollars-per-megawatt value obtained by calculating the dollars-per-megawatt 
construction costs of recently completed nuclear power plants. 
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B.7 COST ESTIMATING DEVELOPMENT PROCESS 

Cost is defined as the resources that will be consumed if an objective is undertaken. The value of 
consumed resources, which can be quantified, is measured in dollars. This makes different cost 
elements comparable with themselves, as well as with benefits. In addition, because resource 
value indicates what resources are required for a particular proposed objective, it is a measure of 
the cost of other objectives that cannot be pursued. Each alternative method of accomplishing the 
regulatory objective will have its own associated cost. Costs include all incremental capital, labor, 
and natural resources required to undertake each alternative, whether they are explicitly paid out 
of pocket, involve an opportunity cost, or constitute an external cost that is imposed on third 
parties. Costs may be borne by the NRC, other governmental agencies, industry, the general 
public, or some other group. All costs borne by all groups should be included to measure the total 
value of what should be forgone to undertake each alternative and to avoid errors in answering 
the economic questions. 

B. 7 .1 Overview of the Cost Estimating Process 

Section B.2.2 of this appendix explains the overall cost estimating process model. This section 
discusses the cost estimating development process following the 12-step model recommended by 
the GAO (GAO, 2009) as it applies to regulatory decisionmaking. Table B-1 identifies the 
implementing tasks related to the GAO 12-step cost estimating development process. 
Systematically performing these tasks enhances the reliability and validity of cost estimates. 

B. 7 .2 Estimate Planning 

The estimate planning task (input in Table B-1) includes the following: 

• establishing when the estimate is required 
• determining who will prepare the estimate 
• producing a plan or schedule for estimate completion 
• selecting and notifying individuals whose input is required 
• collecting scoping documents 
• selecting estimating technique or techniques 
• conducting an estimate kickoff meeting 

These activities are conducted in the following steps: 

• Develop Estimate-Purpose Statement-State the purpose in precise, unambiguous 
terms. Indicate why the estimate is being prepared and how the estimate is to be used. 
Describe any relevant regulatory or cost drivers. In many cases, this activity will be 
performed in conjunction with the NRC rulemaking project manager and his or herthe 
working group. 

• Develop Technical Scope-Provide a detailed description of the work included in the 
estimate. Identify the activities included in the cost estimate, as well as relevant activities 
excluded from the cost estimate and the rationale for their exclusion. For 
performance-based rulemaking, the cost analyst will work closely with the rulemaking 
project manager and his or herthe team to develop, in sufficient detail, how the proposed 
regulatory changes could be implemented. 
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Regulations can be either prescriptive or performance-based. Prescriptive requirements 
specify features, actions, or programmatic elements to be included in the design or 
process as the means for achieving a desired objective. Performance-based 
requirements rely upon measurable (or calculable) outcomes (i.e., performance results) to 
be met but provide more flexibility to the licensee as to the means of meeting those 
outcomes. A performance-based regulatory approach is one that establishes performance 
and results as the primary basis for regulatory decisionmaking and incorporates the 
following principles: (1) measurable (or calculable) parameters (i.e., direct measurement of 
the physical parameter of interest or of related parameters that can be used to calculate 
the parameter of interest) exist to monitor system, including facility and licensee, 
performance; (2) objective criteria to assess performance are established based on risk 
insights, deterministic analyses, and performance history; (3) licensees have flexibility to 
determine how to meet the established performance criteria in ways that will encourage 
and reward improved outcomes; and (4) a framework exists in which the failure to meet a 
performance criterion, while undesirable, will not, in and of itself, constitute or result in an 
immediate safety concern (NRC, 1999). 

• Determine Approaches To Be Used to Develop the Estimate-Decide on the 
estimating techniques and methodologies that will be used to develop the cost estimate, 
such as those described in Section B.5. 

The cost analyst completes this task when he or she haswith a concise statement of the 
regulatory problems. The statement describes exactly what the problem is and why it exists, the 
extent of the problem and where it exists, and why it requires action. In this context, the cost 
analyst can develop his or her ~ plan for deciding on the measure of the safety importance of a 
proposed regulatory change safety importance, WAat-regulatory alternatives af&available to 
address the issue, WAat-cost benefit attributes af&affected, stimating methodology or 
methodologies the analyst will use, and potential sources of data. The cost analyst completes this 
task when he or she has a clear plan for preparing the cost estimate and can describe these 
planning elements in the regulatory analysis. 

B.7.3 Cost Estimate Inputs 

It is essential that cost analysts plan for and gain access-where feasible-to cost, technical, and 
program data to develop a complete understanding of the underlying data needed to prepare a 
comprehensive, well-documented, accurate, and credible cost estimate. This section describes 
sources of cost estimate data and development considerations. 

B.7.3.1 Sources of Cost Estimate Data 

Because all cost estimating methods are data driven, the cost analyst should know the best data 
sources (see Table B-1, step 6). Whenever possible, cost analysts should use primary data 
sources. Primary data are obtained from the original source, are considered the best in quality, 
and are the most useful. Secondary data are derived, rather than obtained, directly from a 
primary data source. Because secondary data were derived (and thus changed) from the original 
data, they may be of lower overall quality and usefulness. In many cases, data may have been 
"sanitized" for a variety of reasons (e.g., proprietary data) that may further complicate their use, as 
full details and explanations may not be available. Cost analysts should understand if and how 
data were changed before determining if the data will be useful or how that data can be adjusted 
for use. Of course, it is always better to use actual costs, rather than estimates, because actual 
costs represent the most accurate data available. 
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Document No. I Title 
Nuclear Power Plant Worker Radiation Dose Estimating Method 

NUREG/CR-5035 I "Data Base of System-Average Dose Rates at Nuclear Power 
Plants" 

• Databases-Commercial databases are readily available and provide the cost analyst 
with the ability to retrieve cost estimating data. The Energy Economic Data Base (EEDS) 
provides complete plant construction cost estimates for boiling-water reactors and 
pressurized-water reactors. The generic cost estimating methods developed for the NRC 
use the EEDS cost data as a basis for estimating the costs of physical modifications to 
nuclear plants. 

• Industry Estimates-Industry estimates can provide for a greater confidence of real-time 
accuracy.:.,_ although However, the cost analyst should use caution when using 
industry-supplied or secondary cost estimates. As when using secondary data, tihe NRC 
cost analyst should seek to understand how the data were normalized, what the data 
represent, how old the data are, and whether the estimates were generated with 
incomplete or preliminary information. Other times, only a few industry estimates may be 
provided, which could potentially skew the cost data. 

• Level-of-Effort Data-As discussed in Section B.5;3.1, LOE activities are of a general or 
supportive nature, usually without a deliverable end product. Such activities do not readily 
lend themselves to measurement of discrete accomplishment and are generally 
characterized by a uniform rate of activity over a specific period of time. Value is earned at 
the rate that the effort is being expended. Cost analysts should use LOE activity cost 
estimates minimally for Class 1 and 2 estimates. 

• Expert Opinions (Subject-Matter Experts)-As described in Section B.5.3.3, expert 
opinions can provide valuable cost information in the early stages of a project; that is, for 
Class 5, 4, and 3 cost estimates. The data collected should include a list of the experts 
consulted, their relevant experience, and the basis for their opinions. The analyst should 
document any formalized procedure used. 

• Benchmarking-Benchmarking is a way to establish rule-of-thumb estimates. 
Benchmarks may be useful 111hen other means of establishing reasonable estimates are 
unavailable. Benchmark examples include the statistic indicating that design should be 
6 percent of the construction cost for noncomplex facilities. If construction costs can be 
calculated (even approximately) using a parametric technique, design should be 
approximately 6 percent. Typical benchmarks include such rules as the following: 

Large equipment installation costs should be X percent of the cost of the 
equipment. 

Process piping costs should be Y percent of the process equipment costs. 

Licensee facility work should cost approximately Z percent of current, local, 
commercial work. 

• Team/Individual Judgment Data-Team or individual judgment data are used when the 
maturity of the scope has not been fully developed or the ability to compare the work to 
historical or published data is difficult. This involves relying on information from individuals 
or team members who have experience in the work that is to be estimated. This process 
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8.8 COST ESTIMATING OUTPUTS 

B.8.1 Baselines 

Typically, NRC cost estimates are performed to analyze proposed regulatory changes and are 
used to quantify the incremental impacts of this change. The problem statement should justify the 
need for regulatory action within the context of what would prevail if regulatory action were not 
taken. This discussionjustification requires assumptions about whether, and to what degree, 
voluntary practices may change in the future. In general, the no-action alternative serves as the 
regulatory baseline and is central to the estimation of incremental costs and benefits. 

B.8.2 Analysis 

The regulatory analysis process, including the supporting cost-benefit analysis, is intended to be 
an integral part of the NRC's decisionmaking that systematically provides complete disclosure of 
the relevant information supporting a regulatory decision. The process should not be used to 
produce after-the-fact rationalizations to justify decisions already made, nor to unnecessarily delay 
regulatory actions. The conclusions and recommendations included in a regulatory analysis 
document are neither final nor binding but, rather, are intended to enhance the soundness of 
decisionmaking by NRC managers and the Commission. 

The NRC performs regulatory analyses to support numerous NRC actions affecting reactor and 
materials licenses. Executive Order (EO) 12866, "Regulatory Planning and Review," dated 
October 4, 1993, requires executive agencies to prepare a regulatory analysis for all significant 
regulatory actions. Significant regulatory actions defined in EO 12866 include actions that are: 

Likely to result in a rule that may: ( 1) have an annual effect on the economy of 
$100 million or more or adversely affect in a material way the economy, a sector 
of the economy, productivity, competition, jobs, the environment, public health or 
safety, or State, local, or tribal governments or communities; (2) create a serious 
inconsistency or otherwise interfere with an action taken or planned by another 
agency; (3) materially alter the budgetary impact of entitlements, grants, user fees, 
or loan programs or the rights and obligations of recipients thereof; or ( 4) raise 
novel legal or policy issues arising out of legal mandates, the President's priorities, 
or the principles set forth in this Executive Order. 

The NRC requires regulatory analyses for a broader range of regulatory actions than for 
significant regulatory actions, as defined in EO 12866. In general, each NRC office should ensure 
that all mechanisms the staff uses to establish or communicate generic requirements, guidance, 
requests, or staff positions that would affect a change in the use of resources by its licensees 
include an accompanying regulatory analysis. This requirement applies to actions initiated 
internally by the NRC or by a petition to the NRC. These mechanisms include rules, bulletins, 
generic letters, cost-benefit guides, orders, standard review plans, branch technical positions, and 
standard technical specifications. 

More information on parametric cost estimates, including the parametric estimating initiative, and 
on cost estimating and analysis, can be found through the International Cost Estimating and 
Analysis Association at http://www.iceaaonline.com/. 

More information on cost engineering can be found through the AACEI at http://www.aacei.org/. 
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B.9 COST ESTIMATING EXPECTATIONS 

This section summarizes what could be expected from the use of NRC cost estimates that are 
prepared to support regulatory analyses, backfitting analyses, and environmental analyses. 

B.9.1 Summary of Expectations 

An NRC cost estimate, regardless of purpose, classification, or technique employed, should 
demonstrate sufficient quality to indicate that it is appropriate for its intended use, is complete, and 
has been subjected to internal checks and reviews. It should also be clear, concise, reliable, fair, 
reasonable, and accurate within some probability or confidence levels. In addition, it is expected 
to have followed accepted standards, such as the GAO's 12-step cost estimating development 
process (GAO, 2009), as applicable. 

Common elements of good cost estimates are expected to be constant. Enclosure B-1 
summarizes suggested review criteria. 

B.9.2 Independent Cost Estimates 

In December 2014, the GAO published GA0-15-98 (GAO, 2014), which examines the extent to 
which the NRC's cost estimating procedures support development of reliable cost estimates and 
follow specific best practices identified in GA0-09-3SP (GAO, 2009). As a result of these 
evaluations, the GAO recommended that the NRC align its cost estimating procedures with the 
relevant cost estimating best practices in GA0-09-3SP and ensure that future cost estimates are 
prepared in accordance with relevant cost estimating best practices. The GAO recommended, 
among other aspects, that the NRC demonstrate the credibility of its cost estimates by 
cross-checking agency results with independent cost estimates developed by others, providing 
confidence levels, and conducting a sensitivity analysis to identify the variables that most affect 
cost estimates. 

In response to the GAO concerns and recommendations, the NRC conducted a pilot program to 
have selected independent cost estimates performed for the same proposed action. The NRC, 
based on this pilot will use ef-independent cost estimates to cross-check NRC cost-benefit 
analyses on a case-by-case basis. 
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Probability-the likelihood of an event occurring, expressed as a qualitative or quantitative metric 

Probability distribution function-a probability distribution, also described as a probability 
density function, representing the distribution of the probability of an outcome. As an example, 
the Monte Carlo analysis may be designed to estimate the cost of an alternative. The probability 
distribution function represents the number of times a certain estimated cost or benefit is achieved 

Productivity-the consideration of factors that affect the efficiency of construction labor 
(e.g., location, weather, work space, coordination, schedule) 

Program evaluation and review technique (PERT} distribution-a special form of the beta 
distribution with a minimum and maximum value specified. The shape parameter is calculated 
from the defined most likely value. The PERT distribution is similar to a triangular distribution, in 
that it has the same set of three parameters 

Qualitative risk analysis-an analysis that involves assessing the probability and impact of 
project risks using a variety of subjective and judgmental techniques to rank or prioritize the risks 

Quantitative risk analysis-an analysis that involves assessing the probability and impact of 
project risks and using more numerically based techniques, such as simulation and decision tree 
analysis for determining risk implications 

Range (cost estimate range) an expected rangea spectrum of estimated costs or benefits for a 
proposed regulatory alternative. Ranges may be established based on a range of alternatives, 
confidence levels, or expected accuracy and are dependent on a proposed alternative's stage of 
development, size, complexity, and other factors 

Reconciliation-the comparison of a current estimate to a previous estimate to ensure that the 
difference between the two is appropriate and reasonably expected. A formal reconciliation may 
include an account of those differences · 

Risk-a factor or element that introduces an uncertainty of outcome, either positively or 
negatively, that could affect the cost estimate of the considered regulatory alternative. This 
narrow definition is limited to risk, as it pertains to performing cost-benefit analyses 

Risk analysis-the process by which risks are examined in further detail to determine the extent 
of the risks, how they relate to each other, and which risks af&-present the highest consequences 

Risk analysis method-the technique used to analyze the risks associated with a regulatory 
alternative. Three categories of risk analysis methods are as follows: 

(1) Qualitative-based on project characteristics and historical data (e.g., check lists, 
scenarios) 

(2) Risk models-a combination of risks assigned to parts of the estimate to define the risk of 
the total estimate 

(3) Probabilistic models-combining risks from various sources and events (e.g., Monte 
Carlo, Latin hypercube, decision tree, influence diagrams) 
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ENCLOSURE B-3: INDEPENDENT COST REVIEW AND INDEPENDENT 
COST ESTIMATE GUIDANCE 

General Guidance 

Independent cost review (ICR) and independent cost estimate (ICE) teams should be comprised 
of individuals with appropriate experience and credentials. Ideally, teams will include individuals 
with appropriate industry certifications (e.g., professional engineer, certified cost engineer, project 
management professional) and subject matter experts knowledgeable in the areas addressed by 
the project (in particular, any unique technical areas or project execution strategies). 

It is important to establish a charter or scope of work that clearly defines the boundaries of the ICR 
and ICE teams. For example, the team members should clearly understand that the purpose of 
an ICR or ICE is to establish an independent cost estimate for a project, based on the same 
execution strategy, conditions, technical scope, and schedule as the project team uses. The ICR 
or ICE team may propose or recommend alternatives based on observation and expert opinion: 
however. attempting to use those alternatives to compare project estimates is not appropriate. It 
is not appropriate for an ICR or ICE team, for example, to question the regulatory need or develop 
new alternatives and then generate an estimate based on these new strategies, scope, or 
alternatives. Tl=le IGR €IF IGe teeR<! R<IBY l@F€11@€1Se €IF Fe00R<1R<1e1=1€1 elternetives eese€1 01=1 00seF11eti01=1 
e1=1€1 e><l@ert €11@i1=1i0Fl ; l=l0weveF, etteR<11@ti1=1~ t0 ~se U~0se elternetives t0 00mpeFe prnje0t estiR<1etes is 
1=10t epl@rnpriete. 

Table B-6 provides a typical schedule for performing either an ICR or an ICE. 

Table B-6 ICR/ICE Schedule (suggested; would vary by project size and complexity) 

Activity Typical Duration (weeks) 
Establish ICR or ICE requirements and approved 1-2 
budQet. 
Develop task order and complete negotiations with ICE 2-4 
contractor. 
Hold kickoff meeting and initial site briefings. 1-2 
Develop ICR or ICE and draft report. 2-10 

(varies with project and ICE type) 
Reconcile ICE and project estimate. 1-2 
Complete and issue final report. 1-4 
Overall Duration 8-24 

Typical Information Requirements for an Independent Cost Review and Independent Cost 
Estimate 

The following data needs are typical for supporting an ICR or ICE and should be addressed with 
consideration for the stage and nature of the project: 

• Project status and management and technical briefings should include, but not be limited 
to, the following: 

project history and overview 
technical baseline 
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ENCLOSURE B-4: EXPECTATIONS FOR QUALITY COST ESTIMATES 

Expectations for Quality Cost-Benefit Analyses 

It is important that analysts validate that cost-benefit elements are credible and can be justified by 
acceptable estimating methods, adequate data, and detailed documentation. This step ensures 
that a high-quality cost-benefit analysis is developed and presented to management. This 
process verifies that the cost-benefit analysis adequately reflects the incremental changes to the 
regulatory baseline and provides a reasonable estimate of the costs and benefits resulting from 
these changes. It also confirms that the cost-benefit analysis is traceable, accurate, and reflects 
realistic assumptions. 

Cost Estimating Best Practices 

There are four characteristics of a high-quality, reliable cost-benefit analysis. These 
characteristics are that the cost-benefit analysis is: (1) well-documented, (2) comprehensive, 
(3) accurate, and (4) credible. Each of these four characteristics is briefly described below. 

• The cost-benefit analysis must be thoroughly documented, including input data, clearly 
detailed calculations and results, and explanations of why particular methods and 
references were chosen. Data should be cited to their source documents. 

• The cost-benefit analysis must be comprehensive and have sufficient detail to ensure that 
analyzed cost-benefit elements are neither omitted nor double counted. Additionally, 
assumptions used in the cost-benefit analysis are documented and justified. 

• The analyst should ensure that the cost-benefit estimates are unbiased, not overly 
conservative or overly optimistic, and are based on an assessment of most likely costs 
and benefits. The analysis contains few, if any, mathematical mistakes; and if any exist, 
they are minor. 

• Any limitations of the analysis because of uncertainty, data bias, or assumptions are 
discussed. Major assumptions are analyzed and sensitivity analysis may be performed to 
determine how sensitive the results are to changes in the assumptions. Uncertainty 
analysis is performed to determine the level of confidence associated with the results. The 
analysis results are reviewed for concurrence and approval. An independent cost 
estimate (ICE) may be performed to determine whether other estimating methods produce 
similar results. 

Table B Table B 7 shows how the 12 steps of a high-quality cost estimating process can be 
mapped to these four characteristics of a high-quality, reliable cost-benefit analysis. 
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model can predict costs or benefits. An alternative approach is to use the model to prepare an 
estimate and then compare its result with an independent cost estimate (ICE), which is based on 
another estimating technique. 

4. Determine That the Cost-Benefit Analysis Is Credible 

Credible cost-benefit analyses clearly identify limitations resulting from uncertainty or bias 
surrounding the data or assumptions. The analyst should evaluate major assumptions to 
determine how sensitive outcomes are to changes in the assumptions. In addition, an uncertainty 
analysis should be performed to quantify the level of uncertainty associated with the results. 

To determine a cost-benefit analysis's credibility, key cost-benefit elements should be identified 
and evaluated to determine whether additional resources should be applied to reduce the 
uncertainty. It is also important to determine how sensitive the results are to changes in key 
assumptions and inputs. Typically, the analyst uses a :tornado: diagram (as provided in appendix 
C, figure C-2) to identify key cost-benefit elements that drive changes in the mean value of the net 
benefit. This uncertainty information enables management to know the confidence in the results, 
the range of potential changes in the net benefit results, and the key drivers that could cause 
these changes. 

The uncertainty analysis adds to the credibility of the cost-benefit analysis, because it identifies 
the level of confidence associated with achieving the result. The uncertainty analysis produces 
more realistic results because it assesses the variability in the cost-benefit analysis results from 
changes in inputs, assumptions, or other effects. An uncertainty analysis gives the 
decisionmakers perspective on the potential variability of the calculated results should facts, 
circumstances, and assumptions change. By performing an uncertainty analysis, the analyst can 
quantify the degree of uncertainty, and the net benefit result can be expressed with a range of 
potential costs or benefits that is qualified by a factor of confidence. 

Other ways to reinforce the credibility of the cost-benefit analysis are to issue the analysis for 
public comment, use a different estimating method to determine whether similar results are 
produced, or perform an independent cost estimate. Using any of these methods increases the 
level of confidence in the cost-benefit analysis, thereby leading to greater credibility. 

An independent cost estimate (ICE) is considered one of the best and most reliable validation 
methods. An ICE is typically performed by a separate organization or specialized function (e.g., a 
program office) that cannot be influenced by the office that performed the cost-benefit analysis. 
An ICE provides an independent view of expected costs and benefits that tests the cost-benefit 
analysis's results for reasonableness. Therefore, an ICE can provide decisionmakers with 
additional insight and confidence in the net benefit results-in part, because an ICE typically uses 
different methods and data sources and may be less affected by organizational bias. 

The ICE has the same scope as the cost-benefit analysis so that the results are comparable. One 
benefit of performing an ICE is that it provides an independent estimate of each cost-benefit 
element and its resulting net benefit. If the ICE is performed by a contractor, the ICE team may 
not have insight or access to the details in which the proposed regulatory change may be required 
to be implemented, so the ICE team may be forced to estimate the costs and benefits at a higher 
level or to use analogous estimating techniques. It is important that the results from the cost­
benefit analysis and the ICE team are reconciled and that the differences in results are 
understood and documented. 
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TREATMENT OF UNCERTAINTY 

C.1 INTRODUCTION 

Analyses contain uncertainties for a variety of reasons, including limitations in our state of 
knowledge and ability to model the issue to a certain le•,el of precision, variability in populations, 
and inability to predict the timing and magnitude of random e1i.·ents. Assessing Identifying and 
assessing and representing uncertainties are important aspects of a good analysis components. 
Various tools oan be used to assess uncertainty ana its effects on the outoomes or resultsWhen 
approrpriately considered in an assessment. uncertainty provides insight regarding the effects 
that varying inputs can have on a range of outcomes and results. In generalln this appendix, 
the tools fall into I two broad categories of such an analyses are considered for cost estimation 
purposes: (1) sensitivity analysis and (2) uncertainty analysis. 

A sensitivity analysis assesses how sensitive outcomes are to variations in inputs. Typically, a 
sensitivity analysis characterizes the effect of one input at a time, but the analysis can also be 
used to characterize the effect of multiple inputs together on the-a given outcomes. A sensitivity 
analysis typically does not assess the relative likelihood of different outcomes. ~An 
uncertainty analysis assesses the range of outcomes, and usually the relative probabilities of 
different outcomes within the range, produced from a combined propagation of uncertainty in 
model inputs. The purpose of this appendix is to describe cost estimating uncertainty and 
sensiti•,ity. 

This appendix is responsive to the U.S. Government Accountability Office (GAO) guidelines that 
require uncertainties to be addressed in regulatory analyses both for radiological exposure and 
economic cost measures. In addition, the NRC's "Use of Probabil istic Risk Assessment 
Methods in Nuclear Regulatory Activities; Final Policy Statement," issued August 16, 1995, 
states that sensitivity studies, uncertainty analyses, and importance measures should be used 
in regulatory matters, where practical within the bounds of the state of the art. Uncertainties in 
radiological exposure measures, especially those related to facility accidents, have traditionally 
not been estimated. For power reactor facilities, uncertainty analysis in risk assessments has 
been well vetted . Uncertainty analysis in Rrisk assessments for nonreactor faci lities often 
identify best estimates only. 
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C.2 TREATMENT OF UNCERTAINTY IN COST-BENEFIT ANALYSES 

Tho NRG staff should determine tho appropriate level of effort to apply to tho determination and 
discussion of uncertainty. Regulatory, backfit, and environmental analysis reviews should 
consider the magnitude of uncertainties in cost-benefit estimates. In general, the detail and 
breadth of the uncertainty treatment should be commensurate with the overall complexity, as 
well as the perceived significance of the uncertainties to the overall finding and conclusion. Te 
tho extent applicable, tho regulatory analysis, backfit analysis, and environmental analysis 
reviews should consider the sources and magnitudes of uncertainties in cost benefit estimates. 

Additionally, peer-reviewed studies and data collected by accepted or best available methods 
should be considered and used, as appropriate. To the extent practicable, the cost-benefit 
analysis should report expected values; expressions of uncertainty that can be presented in 
terms of upper and lower bounds; and studies, data, and methodologies that support or fail to 
support the cost-benefit estimates. Hypothetical best and worst case costs and benefits can 
also be estimated from sensitivity analyses, which can be used in addition to formal uncertainty 
analysis. This appendix will provide guidance on the appropriate treatment of uncertainty in 
cost-benefit analyses. 
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GUIDANCE ON REGULATORY ANALYSIS 
RELATED TO AMERICAN SOCIETY OF MECHANICAL ENGINEERS 

(ASME) CODE RULES 

D.1 ASME CODE RULEMAKINGS 

Title 10 of the Code of Federal Regulations (10 CFR) 50.55a, "Codes and Standards," requires 
nuclear power plant licensees to construct, inspect, and test certain components following 
specified codes of the American Society of Mechanical Engineers (ASME). Under 
10 CFR 50.5'5a, licensees must construct ASME Boiler and Pressure Vessel (BPV) Code 
Class 1, 2, and 3 components following the rules of the ASME BPV Code (Section Ill, 
Division 1 ). Under 10 CFR 50.55a, licensees must inspect Class 1, 2, and 3, Class MC (metal 
containment), and Class CC ( concrete containment) components foUowing the rules of the 
ASME BPV Code (Section XI, Division 1 ). Finally, under 10 CFR 50.55a, licensees must test 
Class 1, 2, and 3 pumps and valves under the rules provided in the ASME Code for Operation 
and Maintenance of Nuclear Power Plants (OM Code). From time to time, the U.S. Nuclear 
Regulatory Commission (NRC) amends 10 CFR 50.55a to incorporate by reference later 
editions and addenda of Section Ill, Division 1, of the ASME BPV Code; Section XI, Division 1, 
of the ASME BPV Code; and the ASME OM Code. These rulemakings are referred to as ASME 
Code rulemakings. 

The NRC's convention for regulatory analysis for most rulemakings is to perform a regulatory 
analysis for the proposed and final versions of a rule. However, for NRC rulemakings 
incorporating by reference into 1 O CFR 50.55a the latest ASME Boiler and Pressure Vessel Code 
(BPV Code) and the ASME Operations and Maintenance Code (OM Code), the NRG utilizes a 
different approach in determining whether to prepare a regulatory analysis to support the 
proposed or final ASME Code rulemaking. 

The NRG need not prepare a regulatory analysis for those ASME Code rulemakings that do not 
impose additional conditions or exceptions beyond those in the updated ASME Code provisions. 
The NRG believes this is appropriate for several reasons: 

• The ASME codes are voluntary consensus standards, developed with participation by 
interested parties, including representatives from the NRC, the nuclear power industry, 
and licensees. 

• It has been longstanding NRG policy to incorporate later versions of the ASME Code into 
its regulations. Further, it is a condition of NRG licenses to adopt revisions to some parts 
of the ASME Code on a periodic basis: 10 CFR 50.55a requires licensees to revise their 
inservice inspection (ISi) and inservice testing (1ST) programs every 120 months to the 
latest edition and addenda of Section XI of the ASME BPV Code and the ASME OM 
Code incorporated by reference into 10 CFR 50.55a. Through this practice, the NRG has 
established an expectation that future revisions to the ASME Code, developed through 
the consensus standards process, will be incorporated by reference into the NRC's 
regulations. Thus, licensees know when receiving their operating licenses that 
incorporating updates to the ASME Code is part of the regulatory process. 

• Endorsement of the ASME Code is consistent with the National Technology Transfer 
and Advancement Act, inasmuch as the NRG has determined that there are sound 
regulatory reasons for establishing regulatory requirements for design, maintenance, 
inservice inspection, and inservice testing by rulemaking. 
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SPECIAL CIRCUMSTANCES AND RELATIONSHIP TO OTHER 
PROCEDURAL REQUIREMENTS 

E.1 INTRODUCTION 

This appendix is designed to assist the analyst in preparing effective regulatory analyses, 
backfit analyses, and environmental analyses and to provide a consistent approach and 
methodology for preparing cost-benefit analyses. The guidance in this appendix is consistent 
with U.S. Nuclear Regulatory Commission (NRC) policy and, if followed, should result in an 
acceptable analysis. Although this document is comprehensive, it is not exhaustive and thus 
does not anticipate all conceivable possibilities. Further, the methods used in regulatory 
analyses, backfit analyses, and environmental analyses continue to evolve, and applicable data 
may change over time. This appendix is intended to provide general guidance to assist the 
analyst in working through such circumstances. In addition to the examples provided in this 
appendix, the NRC and other Federal agencies (e.g., the U.S. Office of Management and 
Budget (0MB), the U.S. Environmental Protection Agency, the U.S. Government Accountability 
Office, and the U.S. Department of Transportation) continue to undertake research and 
development to improve the regulatory decisionmaking process, which may provide additional 
help in performing these analyses. 

This appendix also discusses the relationship of regulatory analyses to certain statutory 
procedural requirements applicable to the NRC. The documentation that the Regulatory 
Flexibility Act requires may be included as an appendix to the regulatory analysis or within the 
Federal Register notice. Documentation required by the Paperwork Reduction Act, though not 
appended to the regulatory analysis, will be developed and approved in tandem. The remaining 
procedural requirements addressed in this appendix involve issues closely related to those 
examined in the regulatory analysis. 
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E.2 SPECIAL CIRCUMSTANCES 

E.2.1 Safety Goal Screening 

The evaluation of core damage frequency (CDF) reduction helps to calibrate the significance of 
the proposed regulatory action. If an action results in a small change in CDF (less than 
1x10-5 per reactor-year), the regulatory analysis should, in general, proceed only if an 
alternative rationalejustification for the proposed new requirement can be formulated. A class of 
accident sequences involving the potential for early containment failure or containment bypass 
should receive further consideration even if the reduction in CDF is less than 1x10-5 per 
reactor-year. However, there may be other special circumstances that should be analyzed. 
The NRC staff should refer such issues (and include sufficient supporting information) to the 
appropriate office director for review. 

In comparing the estimated resulting change in CDF for the affected class of plants, the analysis 
should consider contributions from both internal and external events to the extent that the 
information is pertinent to the issue. However, the uncertainties associated with certain external 
event risk contributions (especially seismic and flooding) can be relatively large. Therefore, to 
supplement any available quantitative information, the analysis should consider additional 
insights for issues involving external events. 

For the purpose of evaluating regulatory actions against safety goals, the analysis should 
consider the magnitude of the change in CDF when determining whether the substantial 
additional protection criterion of the backfit rule is met. Specifically, the analyst should use a 
single common criterion when determining whether a regulatory action involving a reduction in 
CDF (1) meets the substantial additional protection standard identified in the backfit rule 
(e.g., Title 10 of the Code of Federal Regulations (10 CFR) 50.109, "Backfitting") and (2) is 
appropriate, considering the subsidiary safety goal of 10-4 in mean CDF per reactor-year. The 
staff has determined that a subsidiary safety goal of 10-4 in mean CDF per reactor-year is a 
useful benchmark, but it is not a Commission-approved safety goal. For this usage, CDF is 
defined as "the sum of the accident sequence frequencies of those accident sequences whose 
end state is core damage," where core damage is defined as "sufficient damage that could lead 
to a release of radioactive material from the core that could affect public health" (NRC, 2013a). 

If it is not possible to develop adequate, quantitative supporting information for the proposed 
new requirement, then the analysis should provide a bounding, quantitative analysis to the 
extent practical. Points and insights should be related to the safety goal screening criteria. For 
example, the quantitative analysis should indicate how the proposed regulatory action affects 
the CDF and to what extent. It should address how risk and the expected improvement is 
measured or estimated. If important factors cannot be quantified, they may be discussed 
qualitatively. Appendix A, "Qualitative Factors Assessment Tools," provides additional guidance 
for performing qualitative analyses. 

The safety goal screening criteria are in terms of a mean for the class of plants. However, the 
range within the class of the risk reduction is also important. Consequently, when performing 
safety goal evaluations, if specific plants are identified as "outliers," then the situation should be 
noted for specific regulatory followup (e.g., for evaluations about potential facility-specific 
backfittings ). 
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The NRC recognizes that, in certain instances, the screening criteria may not adequately 
address certain accident scenarios of unique safety or risk interest. One example is an event in 
which certain challenges could lead to containment failure after the time period adopted in the 
safety goal screening criteria, yet early enough that the contribution of these challenges to total 
risk would be nonnegligible (particularly if the failure occurred before effective implementation of 
accident management measures). Another example is an event involving the spent fuel pool. 
In these circumstances, the analyst should make the case that the screening criteria do not 
apply and that the decision to pursue the issue should be subject to further management 
decision. 

E.2.2 Sunk Costs 

Sunk costs are costs incurred before the start of the analysis period and for which there is no 
value to the resources in some alternative use. Common examples include the costs of policy 
development, feasibility studies, or voluntary actions undertaken at an earlier date. The 
cost-benefit analysis does not include sunk costs because there is no opportunity cost involved 
and because including such costs may distort the analysis by requiring a very high return on the 
investment. In other words, sunk costs are irrelevant because they are the outcome of past 
decisions and should therefore be excluded from future decisions. 

E.2.3 Criteria for the Treatment of Individual Requirements 

In evaluating a proposed regulatory action, the NRC usually performs a regulatory analysis for 
the entire rule to determine whether or not it is cost justified. However, aggregating or bundling 
different requirements in a single analysis could potentially mask the inclusion of an 
unnecessary individual requirement. If a rule provides a voluntary alternative to current 
requirements, the net benefit from relaxing one requirement could potentially support a 
second, unnecessary requirement that is not cost justified. Similarly, in the case of other types 
of rules, including those subject to a backfit analysis, 1 the net benefit from one requirement 
could potentially support another requirement that is not cost justified. This discussion does not 
apply to backfittings that the Commission determines to qualify under one of the exceptions in 
10 CFR 50.109(a)(4)(ii) and (iii), ensuring adequate protection, or defining or redefining what 
constitutes adequate protection. Those types of backfitting actions require a documented 
evaluation rather than a backfit analysis, and cost cannot is not abe consideredatioo in deciding 
whether the exceptions are justified (although costs may be considered in determining how to 
achieve a certain level of protection).2 

Therefore, when analyzing and making decisions about regulatory actions that are composed of 
individual requirements, the NRC should determine whether it is appropriate to include each 
individual requirement. Clearly, in certain instances, the inclusion of an individual requirement is 
necessary. This would be the case, for example, when the individual requirement is needed for 

2 

These cost-benefit guidelines were developed so that a regulatory analysis that conforms to this guidance 
should meet the requirements of the Backfit Rule (i.e., 10 CFR 50.109) and the provisions of the Committee 
to Review Generic Requirements (CRGR) Charter. 

In a December 2016 memorandum, the NRC Solicitor provided guidance stating that some consideration of 
costs must be performed when the staff is invoking the compliance exception provided in 
10 CFR 50.109(a)(4)(i) (NRC, 2016). 
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E.3 PROCEDURAL REQUIREMENTS 

E.3.1 Committee to Review Generic Requirements 

The Committee to Review Generic Requirements (CRGR) has the responsibility to review and 
recommend to the NRC Executive Director for Operations whether to approve or disapprove 
requirements or staff positions applicable to to be imposed on one or more classes of power 
reactors and, in some cases, on nuclear materials licensees. The CRGR reviews proposed 
requirements or positions that would reduce existing requirements or positions and also reviews 
proposals that would increase or change requirements. The CRGR Charter sets out the 
CRGR's purpose, membership, scope, operating procedures, and reporting requirements. 

The CRGR Charter lists the information that is required to be submitted to the CRGR for review 
of proposed actions within its scope. One item is a regulatory analysis conforming to the 
direction in this guidance.5 

When a regulatory analysis has.been prepared in accordance with this guidance document, it 
will not be necessary to prepare a separate document to address the information required for 
CRGR review, except to address the CRGR requirement relating to the concurrence of affected 
program offices or an explanation of any nonconcurrences. However, the NRC staff can 
address this exception in the transmittal memorandum forwarding the matter to the CRGR for 
review. 

Preparation of a regulatory analysis, including an evaluation of cost and benefits, is necessary 
for all proposed facility-specific and generic backfitting to facilities regulated under 
10 CFR Part 50, "Domestic Licensing of Production and Utilization Facilities," except when one 
of the following three conditions, identified in 10 CFR 50.109(a)(4), applies: 

(1) a modification is necessary to bring a facility into compliance with a license, a 
Commission requirement, or a written commitment by the licensee 

(2) a regulatory action is necessary to ensure that the facility provides adequate protection 
to public health and safety and is in accord with the common defense and security 

(3) the regulatory action involves defining or redefining what level of protection to public 
health and safety or the common defense and security is regarded as necessary for 
adequate protection 

If a backfit meets either of the second or third exception criterion above, costs are not to be 
considered in justifying the proposed action. For compliance exception backfitting (i.e., the first 
exception criterion above), costs must be considered under 10 CFR 50.109. The analyst should 
prepare a documented evaluation that includes the objectives of and reasons for the backfitting 
action as well as the reasons for invoking the particular exception (under 10 CFR Part 50). 
Procedural requirements for preparing and processing the documented evaluation are in NRC 
Management Directive 8.4, "Management of Facility-Specific Backfitting and Information 

5 Appendix C, item (ix), of the CRGR Charter states that, for adequate protection or compliance backfits 
affecting power reactors, new reactors, or materials licensees, documented evaluations are required instead 
of backfit analyses. 
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sets out procedural requirements for preparation of regulatory flexibility analyses. The NRC public 
Web site summarizes these procedures. 

E.3.5 National Environmental Policy Act 

The National Environmental Policy Act (NEPA) requires Federal agencies to prepare a "detailed 
statement for major Federal actions significantly affecting the quality of the human environment" 
(42 U.S.C. 4332). To satisfy this obligation, the NRC prepares environmental impact statements 
(EIS) according to NRC regulations in 10 CFR Part 51, "Environmental Protection Regulations for 
Domestic Licensing and Related Regulatory Functions." Additionally, an environmental 
assessment (EA) may be prepared to determine whether an EIS is necessary (Spensley, 1997). 

Under NEPA, the NRC must assess the environmental impact of each rulemaking action; the 
NRC includes a statement about the environmental impacts in the supplementary information 
section of the preamble to each rulemaking. When preparing a regulatory analysis to support a 
rulemaking, the analysis may include a brief summary of information from the EIS or EA instead of 
information listed in Sections 2.3.1- through 2.3.3 of this guidance. Where appropriate, the EIS or 
EA should be referenced at other points in the regulatory analysis to avoid duplication. For 
example, the alternatives evaluated in the regulatory analysis should be the same as the 
alternatives evaluated in the EIS or EA 

E.3.6 Information Requests under 10 CFR 50.54(f) 

Requirements for NRC information requests directed to production and utilization facility 
licensees appear in 1 O CFR 50.54(f). The regulation requires the NRC to prepare a written 
statement Qfjustifying the reasons for the information request, except when the information is 
needed to verify licensee compliance with the current licensing basis for the facility. The written 
statement should establish that the information request burden imposed on the licensee is 
warrantedjustifiod in view of the potential safety significance of the issue. The cognizant NRC 
office director or regional administrator should approve the justification statement before 
issuance of the information request. 

Appendix C, item (x), of the CRGR Charter contains additional guidance for information 
requests affecting multiple nuclear power plants. The CRGR Charter specifies that, when a 
written justification is required, tho written statement is required. it shouldte include the 
following: 

• a problem statement that describes the need for the information in terms of the potential 
safety benefit 

• the licensee actions required and the estimated cost to develop a response to the 
information request 

• an anticipated schedule for NRC use of the information 

• a statement affirming that the request does not impose new requirements on the 
licensee other than submittal of the requested information 
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• the proposing office director's determination that the cost forburden to be imposed on 
the respondents is warranted justified in view of the potential safety significance of the 
issue 

NRC Management Directive 8.4 discusses facility-specific information requests directed at 
individual nuclear power plants. Written statements prepared according to the preceding 
requirements to explain the basis for~ information requests are not regulatory analyses 
within the scope of this document. Nevertheless, the written statementjustification will have 
many of the elements of a regulatory analysis. The elements of a regulatory analysis discussed 
in this document can appropriately be included in an information request statementjustification. 
An information request statementjustification will normally be a more concise document than a 
regulatory analysis. 

E.3.7 Supporting Analysis for Compliance and Adequate Protection 

As discussed in the body of this document, a proposed backfitting of one or more facilities 
regulated under 10 CFR Part 50 does not require a backfit analysis if the proposed action is 
required for purposes of compliance or adequate protection under 10 CFR 50.109(a)( 4 ). 
Instead, the NRC must prepare a documented evaluation, including a statement of the 
objectives of and the reasons for the action, along with the basis for invoking the exception. 
Requirements for the documented evaluation are stated in 10 CFR 50.109(a)(6). Additional 
guidance for preparing and processing the documented evaluation appears in Management 
Directive 8.4. In the case of compliance exceptions under 10 CFR 50.109(a)(4)(i), some 
consideration of costs is required (NRC, 2016). 
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NUCLEAR REGULATORY COMMISSION 

[NRC-2017-0091] 

Regulatory Analysis Guidelines 

AGENCY: Nuclear Regulatory Commission. 

ACTION: NUREG; issuance. 

[7590-01-P] 

SUMMARY: The U.S. Nuclear Regulatory Commission (NRC) is issuing NUREG/BR-0058, 

Revision 5, "Regulatory Analysis Guidelines of the U.S. NRC." This revision to 

NUREG/BR-0058 updates and restructures the NRC's cost-benefit guidance documents by 

incorporating information contained in NUREG/BR-0184, "Regulatory Analysis Technical 

Handbook," into NUREG/BR-0058 and provides cost-benefit guidance for NRC's regulatory 

analyses, backfit analyses, and National Environmental Policy Act (NEPA) reviews across NRC 

program offices. Additionally, the update incorporates improvements in methods for assessing 

factors that are difficult to quantify, incorporates relevant cost estimating best practices, and 

includes improvements in uncertainty analyses for use in cost-benefit analyses. 

ADDRESSES: Please refer to Docket ID NRC-2017-0091 when contacting the NRC about the 

availability of information regarding this document. You may obtain publicly-available 

information related to this document using any of the following methods: 



SUPPLEMENTARY INFORMATION: 

I. Discussion 

Revision 5 to NUREG/BR-0058 is the first of two phases of updates to the NRC's 

cost-benefit guidance documents, namely NUREG/BR-0058, Revision 4, "Regulatory Analysis 

Guidelines of the U.S. NRC," and NUREG/BR-0184, "Regulatory Analysis Technical 

Handbook." This update consolidates these two guidance documents and identifies changes to 

current methods and tools related to performing cost-benefit analyses in support of regulatory 

analyses, backfitting analyses, and environmental analyses. 

The 2011 accident at the Fukushima Dai-ichi nuclear power plant in Japan initiated 

discussion regarding how the NRC's regulatory framework would consider offsite property 

damage and the associated economic consequences caused by a significant radiological 

release from an NRC-licensed facility. In response to this discussion, the NRC staff 

recommended enhancing the currency and consistency of the agency's existing regulatory 

analysis guidance and bringing it up-to-date through updates revisions to cost-benefit analysis 

guidance documents, including aligning cost-benefit guidance across the agency in both reactor 

and materials program areas, in SECY 12 0110, "Consideration of Economic Consequences in 

the NRC's Regulatory Framework," dated August 14, 2012.1 In the staff requirements 

memorandum (SRM) to SECY 12 0110, dated March 20, 2013, tihe Commission approved this 

recommendation and directed the NRC staff to identify potential changes to current 

methodologies and tools to perform cost-benefit analyses in support of regulatory, backfit, and 

1 SECY-12-0110, "Consideration of Economic Consequences in the NRC's Regulatory 
Framework," dated August 14, 2012 
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environmental analyses. Further, the Commission directed the NRC staff to provide a 

regulatory gap analysis prior to developing new cost-benefit guidance. 

In response to Commission direction, the NRC staff prepared SECY-14-0002, "Plan for 

Updating NRC's Cost-Benefit Guidance;" dated January 2, 2014; SECY-14-008_7, "Qualitative 

Consideration of Factors in the Development of Regulatory Analyses and Backfit Analyses;" 

dated August 14, 2014; and SECY-14-0143, "Regulatory Gap Analysis of the NRC's Cost­

Benefit Guidance and Practices," dated December 16, 2014. Further details regarding these 

documents are provided in the discussion that follows. 

In response to the SRM to SECY 12 0110, tihe NRC staff issued SECY-14-0002.a..E. 

paper. In that SECY paper, the NRG staffthat identified potential changes to current 

methodologies and tools related to performing cost-benefit analyses in support of regulatory, 

backfit, and environmental analyses. In this document, t+he NRC staff recommended a two­

phased approach to revise the content and structure of the cost-benefit guidance documents. 

pregr,u,1 srass hy rastrwetwriAg &Ad pwr4;wiAg peliey revi&isA&, SECY 14 0002 desoribes Phase 

1 as-is a restructuring of the three main NRC cost-benefit guidance documents, where 

. NUREG/BR-0184 and NUREG-1409, "Backfitting Guidelines," would be incorporated into 

NUREG/BR-0058. However, in response to Commission direction,2 the SRM to COMSECY 16 

0020, "Revision of GYidanoe Conoerning Consideration of Cost and Applioability of Complianoe 

Exoeption to Baok.f.it RYie, " and the "Tasking in Response to Committee to Review Generio 

Reqyirements Report on the U.S. NYGlear RegYlatory Commission's Implementation of 

2 See NRC "Staff Requirements - COMSECY~16-0020 - Revision of Guidance Concerning 
Consideration of Cost and Applicability of Compliance Exception to Backfit Rule," SRM­
COMSECY-16-0020. November 29. 2016. See also NRC "Tasking in Response to Committee 
to Review Generic Requirements Report on the U.S. Nuclear Regulatory Commission's 
Implementation of Backfitting and Issue Finality Requirements," July 19. 2017. Available at 
https://www.nrc.gov/docs/ML 1719/ML 17198C141 .pdf 
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Baskfitting and lss1.10 Finality Req1.1irements," dated J1.1ly 1 Q, 2017, the NRC staff determined 

that NUREG-1409 should be kept as a standalone document and the revision to NUREG-1409 

will be addressed through a separate but parallel effort. In Phase 1, the staff begins to align 

regulatory guidance across the agency in both reactor and materials program areas by 

restructuring cost-benefit guidance documents and pursuing policy revisions. Specifically, 

NUREG/BR-0058. Revision 4. and NUREG/BR-0184 will be revised and consolidated into a 

single guidance document that will also include updated data. methods. and references-:-, aReas 

well as best practices from GAO audit findings and case-study recommendations. 

Subsequently. Phase 2 will identify and discuss policy issues for Commission consideration that 

could affect the NRC's cost-benefit guidance. If approved by the Commission. GQost-benefit 

information related to backfitting will be incorporated into the proposed revision to NUREG/BR-

0058 during Phase 2. RR&&& 1 R&w e&R&i&t& ef f&¥i&iRg &Rd e&R&&lidstiRg ~JlalJiU!!G~liR QQii, 

Ravisi&R 4, &Rd ~JUREGJliR Q1 S4 iRt& s &iRgl& ~JYREG; wpdstiRg data, m&tR&&&, &Rd 

f8f8F8R888j 8R8 800F8&&iRfj 8W&it fiR&iRg& 8R0 9888 &tW&y f888FMfR8Fl&8ti&Fl&. eW888~W8Fltl)', 

RR&&& ~ will id&Rtify &Rd disew&& peliey i&&wes fsr,: Cemmis&i&R e&R&idarsti&R tRst eewld sfMiet 

tR& MRC's east &&Refit gwid&Ae&. 

The NRG staff wrote SECY 14 0087 in response to the SRM to SECY 12 0157, 

"Consideration of Additional Req1.1irements for Containment Venting Systems for Boiling Water 

Reastors with Mark I and Mark II Containments," dated Maroh 19, 2013, which dirostod tho NRG 

staff to seek g1.1idanse regarding tho 1.1so of q1.1alitati•10 factors. In SECY 14 00871n response to 

Commission direction, the NRC staff proposed updating the cost-benefit guidance to include a 

set of methods that could be used for qualitative consideration of factors within a cost-benefit 

analysis for regulatory and backfit analyses.~ In the SRM to SECY 14 0087, dated 

3 NRC "Staff Requirements - SECY-14-0087 - Qualitative Consideration of Factors in the 
Development of Regulatory Analyses and Backfit Analyses, " SRM-SECY-14-0087, March 4, 
2015. 
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MaFGh 4, 2015, tihe Commission approved the staff's plans for updating guidance regarding 

qualitative factors, including the treatment of uncertainties, and directed the update to focus on 

' capturing best practices for the consideration of qualitative factors. The Commission also 

directed the NRC staff to develop a ) oolki( for tAe-analyst§ to assist ~ them in clearly 

articulating clarify their thinking with regard to how they considered qualitative factors. Appendix 

A, "Qualitative Factors Assessment Tools," of the revision to NUREG/BR-0058 provides this 

toolkit for considering qualitati'le factors. 

In 2014, the U.S. Government Accountability Office (GAO) conducted a performance 

audit in whichto review the NRC's cost-estimating procedures were re'liewed. The GAG 

a\:IGitresulting report, GA0-15-98, "NRC Needs to Improve Its Cost Estimates by Incorporating 

More Best Practices," recommended that the NRC align its cost estimating procedures with 

relevant cost estimating best practices identified in the "GAO Cost Estimating and Assessment 

Guide" (GA0-09-3SP). The NRC staff has addressed the GAO recommendations in Appendix 

B, "Cost Estimating and Best Practices," of the revision to NUREG/BR-0058. 

This revision to NUREG/BR-0058 makes three main changes. First, the re'lision to 

NUREG/BR 0058i! consolidates cost-benefit guidance that is used across the agency. _The 

document provides additional discussion of cost-benefit guidance for NRC's regulatory 

analyses, backfit analyses, and NEPA reviews. 

Second, this revision provides methods for assessing factors that are difficult to quantify, 

incorporates cost-estimating best practices, and expands on methods to ·quantify uncertainties. 

This re'lision pro11idesincludes guidance intended to enhance the clarity, transparency, and 

consistency of analyses for the decisionmaker. 

Finally, this revision's uses appendices ta-provide detailed technical material that is 

subject to future changes. These appendices will be issued and controlled separately to 

facilitate the maintenance ofkeep this information current and relevant. The following 

Appendices were developed during Phase 1: Appendix A, "Qualitative Factors Assessment 
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Tools;" Appendix B, "Cost Estimating and Best Practices;" Appendix C, "The Treatment of 

Uncertainty;" Appendix D, "Guidance on Regulatory Analysis Related to American Society of 

Mechanical Engineers (ASME) Code Rules;" and Appendix E, "Special Circumstances and 

Relationship to Other Procedural Requirements." 

The NRC staff held a Category 3 public meeting on July 16, 2015, to discuss the 

proposed structure and changes to the NRG-cost-benefit guidance in Phase 1. The NRG-staff's 

presentation can be found in ADAMS under Accession No. ML 15189A463, and the meeting 

summary can be found in ADAMS under Accession No. ML 15217A415. The NRC staff held 

another Category 3 public workshop on March 3, 2016, to discuss NRG-activities to improve its 

the agency's cost-benefit guidance including the newly developed qualitative factors 

assessment tools, cost estimating and best practices, and the treatment of uncertainty. The 

NRC presentation can be found in ADAMS under Accession No. ML 16061A139, and the 

meeting summary can be found in ADAMS under Accession No. ML 16084A167. The NRC staff 

published the draft NU REG/BR 0058, Revision 5revision, in the Federal Register (82 FR 18163, 

April 17, 2017) for a 60-day public comment period. To further encourage public comment, +!he 

NRC also held a Category 3 public meeting on May 22, 2017, during the public comment period, 

to present the proposed changes to the cost-benefit guidance update to inform the public's 

comments on the draft NUREG/BR 0058, Revision 5. The NRC staff's presentation can be 

found in ADAMS under Accession No. ML 17135A037, and the meeting summary can be found 

in ADAMS under Accession No. ML 17156A014. The NRC staff received three comment 

submissions with a total of 58 individual comments. Two submissions were from the Nuclear 

Energy Institute, and one submission was from a private citizen. The public comment response 

document can be found in ADAMS under Accession No. ML 17221A011. The NRC staff briefed 

the Committee for Review of Generic Requirements (CRGR) on January 10, 2017. Additionally, 

the NRC staff met with the Advisory Committee on Reactor Safeguards (ACRS) Regulatory 

Policies and Practices Subcommittee on February 7, 2017, and with the ACRS Full Committee 
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on March 9, 2017. During this meeting, the staff indicated that seven of the twelve appendices 

remained under development. The ACRS determined that the NRG staffs proposed changes.at 

the final stage were not sufficient to warrant further review that, "[b]ecause . .. conforming 

changes are expected to be required as the appendices are completed .. . [t]he Committee 

should have another opportunity to review Revision 5 to NUREG/BR-0058 after all appendices 

are completed and prior to its issuance." Hmvevor, tihe ACRS plans to review the NUREG in 

its entirety during Phase 2 of the update. 
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II. Availability of Documents 

The documents identified in the following table are publicly available to interested 

persons through one or more of the following methods, as indicated. 

DOCUMENT ADAMS ACCESSION NO. / WEB LINK/ 
FEDERAL REGISTER CITATION 

NUREG/BR-0058, Revision 5, "Regulatory 
ML 17221AOOO (Package) 

Analysis Guidelines of the U.S. NRC" 
NRC Response to Public Comments on 

ML 17221A011 
Draft NUREG/BR-0058, Revision 5 
NUREG/BR-0058, Revision 4, "Regulatory 

ML042820192 
Analysis Guidelines of the U.S. NRC" 
NUREG/BR-0184, "Regulatory Analysis 

ML050190193 
Technical Evaluation Handbook" 
SECY-14-0002, "Plan for Updating NRC's 

ML 13274A519 
Cost-Benefit Guidance," January 2, 2014 
SECY-14-0087, "Qualitative Consideration 
of Factors in the Development of 

ML 14127A458 (Package) 
Regulatory Analyses and Backfit Analyses," 
September 11, 2014 
SECY-14-0143, "Regulatory Gap Analysis 
of the NRC's Cost-Benefit Guidance and ML 14280A426 (Package) 
Practices," December 16, 2014 
SECY-12-0110, "Consideration of 
Economic Consequences within the U.S. 

ML 12173A478 (Package) 
NRC's Regulatory Framework," August 14, 
2012 
SRM-SECY-12-0110, "Consideration of 
Economic Consequences within the U.S. 

ML 13079A055 
NRC's Regulatory Framework," March 20, 
2013 
SRM-SECY-14-0087, "Qualitative 
Consideration of Factors in the 

ML 15063A568 
Development of Regulatory Analyses and 
Backfit Analyses," March 4, 2015 
NUREG-1409, "Backfitting Guidelines" ML032230247 
"Tasking in Response to Committee to 
Review Generic Requirements Report on 
the U.S. Nuclear Regulatory Commission's ML 17198C141 
Implementation of Backfitting and Issue 
Finality Requirements," July 19, 2017 
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TO: 

FROM: 

SUBJECT: 

Notation Vote 

RESPONSE SHEET 

Annette Vietti-Cook, Secretary 

Commissioner Caputo 

SECY-18-0042: Draft Final NUREG/BR-0058, 
Revision 5, "Regulatory Analysis Guidelines of the 
U.S. Nuclear Regulatory Commission" 

Approved Disapproved XX Abstain Not Participating -- --

COMMENTS: Below XX Attached None 

In SECY-18-0042 the staff proposes publication of the final version of the Phase 1 portion of 
NUREG/BR-0058, Revision 5, which is one element of the staffs plan to update the agency's 
cost-benefit guidance. This guidance plays an integral part in the agency's backfit 
determinations. The staffs proposal was delivered to the Commission on March 28, 2018, and 
since that time the Commission has issued direction (see SRM-SECY-16-0142, Mitigation of 
Beyond-Design-Basis Events; SRM-SECY-18-0104, Draft Final Rule: Amendments to Material 
Control and Accounting Regulations) to the staff that impacts the agency's approach to its cost­
benefit determinations, particularly in its backfit analyses. In particular, the recent revisions to 
Management Directive 8.4, "Management ofBackfitting, Forward Fitting, Issue Finality, and 
Information Requests," (SRM-SECY-18-0049) incorporates recent Supreme Court and 
Commission decisions regarding consideration of costs in regulatory actions. These recent 
changes impact the direction proposed by the staff in SECY-18-0042. For this reason, I agree 
with Commissioner Wright that the staff should reexamine NUREG/BR-0058 to incorporate the 
Commission direction given in those recent decisions. Staff should resubmit the revision to the 
Commission for approval within six months. I therefore disapprove of publication of this 
guidance at this time. 

Entered in STARS 
Yes 

No 
X 

Date 



TO: 

FROM: 

SUBJECT: 

Approved 

Notation Vote 

RESPONSE SHEET 

Annette Vietti-Cook, Secretary 

Commissioner Wright 

SECY-18-0042: Draft Final NUREG/BR-0058, 
Revision 5, "Regulatory Analysis Guidelines of the 
U.S. Nuclear Regulatory Commission" 

Disapproved X Abstain Not Participating -- --

COMMENTS: Below X Attached None 

The staff recommends that the Commission approve publication of the final version of the 
Phase 1 portion of NUREG/BR-0058, Rev. 5 and five appendices. While I do not approve the 
staff's recommendation at this time, I take no position on the contents of the NU REG or the 
staff's laudable efforts to revise it. Instead, I disapprove publication of the NUREG because of 
the intervening Commission direction on cost-benefit analysis in support of regulatory, backfit, 
and environmental analyses since SECY-18-0042 was provided to the Commission. This 
direction is reflected in several recent Commission decisions, including the final rules related to 
material control and accounting and the mitigation of beyond-design-basis events 
(SRM-SECY-18-0104 and SRM-SECY-16-0142, respectively) and in the SRM for Management 
Directive 8.4 (SRM-SECY-18-0049). In light of this direction, the staff should make any 
necessary conforming changes to NUREG/BR-0058, Rev. 5 and its appendices and resubmit 
the revision to the Commission for approval. 

Entered in STARS 

Yes V 
No 

~-r# 
Signature e,(J / zor <J.. 

Date 1 




