
UNITED STATES 

NUCLEAR REGULATORY COMMISSION 

WASHINGTON, D.C. 20555-0001 
 
 
 
 
 
OFFICE OF THE 
INSPECTOR GENERAL 

 

 

 

July 27, 2011 
 
 

 
 
MEMORANDUM TO: R. William Borchardt 

Executive Director for Operations 
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Assistant Inspector General for Audits 
 
 
SUBJECT: STATUS OF RECOMMENDATIONS:  AUDIT OF THE 

NUCLEAR REGULATORY COMMISSION’S VENDOR 
INSPECTION PROGRAM (OIG-10-A-20) 

 
REFERENCE: DIRECTOR, OFFICE OF NEW REACTORS 

MEMORANDUM DATED MAY 26, 2011 
 

 
Attached is the Office of the Inspector General’s (OIG) analysis and status of 
recommendations as discussed in the agency’s response dated May 26, 2011.  Based 
on this response, recommendations 1 through 7 and 9 through 10 are resolved.  Please 
provide an update for these recommendations by January 6, 2012.  Recommendation 8 
is closed.  If you have questions or concerns, please call me at 415-5915, or RK Wild, 
Team Leader, at 415-5948. 
 
Attachment:  As stated 
 
cc: N. Mamish, OEDO 
 J. Andersen, OEDO 

J. Arildsen, OEDO 
C. Jaegers, OEDO 

 
 



Audit Report 
 

AUDIT OF NRC’S VENDOR INSPECTION PROGRAM 
 

OIG-10-A-20 
 

Status of Recommendations 
 

 

 

 
Recommendation 1:  Develop an NRO Vendor Inspection Program planning 

document that: 
 

a. Articulates a clear purpose for the Vendor Inspection 
Program; and 

 
b. Establishes metrics to evaluate the success of the 

Vendor Inspection Program. 
 
 
Agency Response Dated  
May 26, 2011:  

Actions taken and planned:  NRO will author a planning 
document that will include key program planning elements.  
The plan will establish an overall strategy, goals, and 
methodologies for setting priorities, identifying performance 
metrics, and managing resources.  NRO will include 
program-level metrics in this program planning document. 
NRO has held planning meetings and management briefings 
for the development of such a program planning document.  
NRO plans to incorporate the elements of its actions in 
response to OIG’s recommendations into the program plan.  
For example, the methodologies for identifying vendors and 
selecting vendors for inspection and the strategy for 
outreach and communications will be included in the 
program plan.  Enclosure 1 to this memorandum provides a 
draft outline of the vendor inspection program plan.  The 
NRC’s practice is to locate official administrative and 
inspection program statements of policy in IMCs.  Therefore, 
the staff will consider the program plan as a tool to develop 
and improve its fundamental organizational tools (i.e. IMCs, 
or office instructions). 

 
Target date for completion:  Issue program plan by 
December 30, 2011.  



Audit Report 
 

AUDIT OF NRC’S VENDOR INSPECTION PROGRAM 
 

OIG-10-A-20 
 

Status of Recommendations 
 

Recommendation 1 (continued): 
 

 
OIG Analysis: The proposed action meets the intent of OIG’s 

recommendation.  OIG will close this recommendation upon 
review of the final program plan, including the items 
referenced in the plan, such as the vendor selection 
methodology, vendor inspection program plan, and operating 
plan linkages and revisions to IMCs and/or office 
instructions.   

 
Status: Resolved. 

 
 

  



Audit Report 
 

AUDIT OF NRC’S VENDOR INSPECTION PROGRAM 
 

OIG-10-A-20 
 

Status of Recommendations 
 

 
Recommendation 2:  Develop and document a methodology to identify vendors 

that supply safety-related parts and services to the nuclear 
industry with Appendix B quality assurance programs. 

 
 
Agency Response Dated 
May 26, 2011: Actions taken and planned:  NRO continues to develop its 

methodology to identify vendors that supply safety-related 
parts and service to the nuclear industry.  NRO will 
coordinate this effort with NRR and regional offices.  The 
staff contacted licensees and vendors and solicited interest 
and feedback during industry meetings.  Industry response 
and cooperation have been predominantly positive.  
Enclosure 1 to this memorandum provides a draft strategy 
document for the methodology. 

 
Target date for completion:  Unchanged—Issue 
methodology by October 28, 2011. 

 
 
 
OIG Analysis: The proposed action and update meets the intent of the 

recommendation.  As noted above, the staff has developed a 
draft methodology to identify vendors that supply safety-
related parts and services to the nuclear industry, to include 
coordination with NRR and regional offices.  This 
recommendation will be closed when OIG receives the final 
vendor identification methodology and assesses its 
effectiveness and implementation. 

 
 
Status:  Resolved. 
 
  



Audit Report 
 

AUDIT OF NRC’S VENDOR INSPECTION PROGRAM 
 

OIG-10-A-20 
 

Status of Recommendations 
 

 
Recommendation 3:  Develop and document a risk-informed methodology to 

select vendors for inspection. 
 
 
Agency Response Dated 
May 26, 2011: Actions taken and planned:  NRO continues to develop a 

risk-based methodology to select vendors for inspection.  
NRO will coordinate this effort with NRR. 
 
Target date for completion:  Unchanged—Issue revised 
guidance by October 28, 2011. 

 
 
OIG Analysis: The staff’s proposed action continues to meet the intent of 

the recommendation.  This recommendation will be closed 
when OIG receives the updated guidance and determines 
that it includes a risk-informed methodology to select 
vendors for inspection. 

 
 
Status:   Resolved. 
 
  



Audit Report 
 

AUDIT OF NRC’S VENDOR INSPECTION PROGRAM 
 

OIG-10-A-20 
 

Status of Recommendations 
 

 
Recommendation 4:  Develop and use a vendor outreach/communications plan. 
 
 
Agency Response Dated 
May 26, 2011: Actions taken:  NRO coordinated with NRR to develop a 

strategy for enhanced vendor outreach and communications.  
The strategy was approved by division management and is 
being implemented.  The current revision of the strategy 
(Agencywide Documents Access and Management System 
(ADAMS) Accession No. ML110871799) is included as 
Enclosure 3 to the October 30, 2010 memorandum and will 
be incorporated into the program planning document 
discussed in Recommendation 1. While the strategy for 
enhanced vendor outreach and communications will remain 
a living document within the program plan, the staff believes 
it has completed actions related to this recommendation. 

 
 
OIG Analysis: OIG reviewed the Strategy for Enhanced Vendor Outreach 

and Communications and has determined the proposed 
strategy should help NRO better focus vendor outreach and 
communications efforts, and verify the degree to which these 
efforts are successful.  The staff indicated its intention to 
incorporate the outreach and communications strategy into 
the NRO vendor inspection program plan.  As a result, this 
recommendation will be closed pending completion and 
implementation of the NRO vendor inspection program plan 
inclusive of the outreach and communications strategy, or 
when agency staff provide other evidence that the outreach 
and communications strategy is being used.    
 

 
Status:   Resolved. 
 
 
  



Audit Report 
 

AUDIT OF NRC’S VENDOR INSPECTION PROGRAM 
 

OIG-10-A-20 
 

Status of Recommendations 
 

 
Recommendation 5:  Align NRC guidance and regulations to clarify acceptance 

methods for commercial-grade dedication. 
 
 
Agency Response Dated 
May 26, 2011: Actions taken and planned:  The staff has been actively 

pursuing efforts to develop a holistic solution to 10 CFR Part 
21 and associated issues, including commercial-grade 
dedication.  This has included internal discussions, 
management briefings, formation of the Part 21 Focus 
Group, and presentations at industry meetings and the 2011 
Regulatory Information Conference.   NRO has led three 
meetings of a Part 21 Focus Group.  These meetings have 
served to develop the problem statements and paths forward 
to the technical issues.  The group has helped solidify the 
staff’s positions on a proposed rulemaking and has been 
essential to interoffice coordination.  The group also 
developed a SharePoint site to share documents and 
collaborate on the development of the Commission paper 
and the subsequent regulatory basis for rulemaking. NRO 
and NRR have worked together following OIG’s issuance of 
audit report OIG-11-A-08 “Audit of NRC’s Implementation of 
10 CFR Part 21, Reporting of Defects and Noncompliance,” 
to incorporate relevant recommendations into the 
Commission paper.  While the additional recommendations 
regarding 10 CFR Part 21 add complexity to the rulemaking, 
the staff is targeting its original completion date for the 
Commission paper. 
 
Target date for completion:  Unchanged—Issue Commission 
paper by September 30, 2011. 

 
 
OIG Analysis: This recommendation remains resolved.  OIG notes the 

staff’s additional efforts to coordinate changes to Part 21 
between NRO and NRR.  As we noted earlier, developing a 
Commission paper with options for clarifying 10 CFR Part 21 
requirements is an important initial step towards completion 
of the recommendation; however, the steps taken after the 
Commission paper is developed are also important.  This 
recommendation will be closed when OIG receives the 
Commission paper, and determines that the next steps—to  



Audit Report 
 

AUDIT OF NRC’S VENDOR INSPECTION PROGRAM 
 

OIG-10-A-20 
 

Status of Recommendations 
 

Recommendation 5 (continued): 
 

include implementation of those actions necessary to align 
the guidance and the regulation to clarify acceptance 
methods for commercial-grade dedication—has been 
performed. 

 
Status: Resolved. 
 
 
  



Audit Report 
 

AUDIT OF NRC’S VENDOR INSPECTION PROGRAM 
 

OIG-10-A-20 
 

Status of Recommendations 
 

 
Recommendation 6:  Issue regulatory guidance to clarify sampling expectations 

for commercial-grade dedication. 
 
 
Agency Response Dated 
May 26, 2011: Actions taken and planned:  As noted above for 

Recommendation 5, the staff is moving forward with the 
Commission paper for rulemaking on the topics associated 
with 10 CFR Part 21, including the sampling expectation for 
commercial-grade dedication.  The Part 21 Focus Group 
discussed the topic of sampling in detail during a meeting on 
May 19, 2011.  Regarding OIG’s encouragement to establish 
a timeframe for consideration of interim regulatory guidance, 
the staff agrees that this should be an ongoing effort.  NRO 
will coordinate with NRR to consider the need for any interim 
regulatory guidance.  However, issuance of regulatory 
guidance concurrent with rulemaking will be the most 
effective way to communicate the staff’s overall expectations 
on all items related to 10 CFR Part 21.  The staff expects to 
have a clear timeline for rulemaking following issuance of its 
Commission paper on 10 CFR Part 21.   
 
Target date for completion:  Unchanged—Issue Commission 
paper by September 30, 2011. 

 
 
OIG Analysis:  This recommendation remains resolved.  OIG notes the 

staff’s additional efforts to coordinate changes to Part 21 
between NRO and NRR.   As we noted earlier, developing a 
Commission paper with options for clarifying 10 CFR Part 21 
requirements is an important initial step towards completion 
of the recommendation; however, the steps taken after the 
Commission paper is developed are also important.  This 
recommendation will be closed when OIG receives the 
Commission paper, and determines that the next steps—to 
include implementation of the actions necessary to clarify 
sampling expectations for commercial-grade dedication—
has been performed. 

 
Status:  Resolved. 
 
 



Audit Report 
 

AUDIT OF NRC’S VENDOR INSPECTION PROGRAM 
 

OIG-10-A-20 
 

Status of Recommendations 
 

 
 
Recommendation 7:  Issue regulatory guidance describing a process that NRC 

considers acceptable for compliance with Part 21. 
 
 
Agency Response Dated 
May 26, 2011:  Actions taken and planned:  As noted above for 

Recommendation 5, the staff is moving forward with the 
Commission paper for rulemaking on the topics associated 
with 10 CFR Part 21, including the description of a process it 
considers acceptable for compliance with 10 CFR Part 21.  
The staff considers “evaluating and reporting” to be 
paramount to the clarification of 10 CFR Part 21.  This has 
been the central topic of two of the staff’s meetings of the 
Part 21 Focus Group and will be a central issue in the 
Commission paper. 
 
Target date for completion:  Unchanged—Issue Commission 
paper by September 30, 2011 

 
 
OIG Analysis:  This recommendation remains resolved.  OIG notes the 

staff’s additional efforts to coordinate changes to Part 21 
between NRO and NRR.  As we noted earlier, developing a 
Commission paper with options for clarifying 10 CFR Part 21 
requirements is an important initial step towards completion 
of the recommendation; however, the steps taken after the 
Commission paper is developed are also important.  This 
recommendation will be closed when OIG receives the 
Commission paper, and determines that the next steps—to 
include implementation of the actions necessary to describe 
a process that NRC considers acceptable for compliance 
with Part 21—has been performed. 

 
 
Status:  Resolved. 
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AUDIT OF NRC’S VENDOR INSPECTION PROGRAM 
 

OIG-10-A-20 
 

Status of Recommendations 
 

 
Recommendation 8:  Clearly indicate via the NRC public Web site how and when 

Part 21 has changed. 
 
 
Agency Response Dated 
May 26, 2011: Actions taken:  NRO updated its Web site and implemented 

a subscription service for updates to the 10 CFR Part 21 
regulations.  The following pages provide links directly to 10 
CFR Part 21 and notes the date of the regulation’s last 
update: 

 
 The phrase “(Last updated December 1, 2009)” was added 

to the page entitled “Regulations, Standard Review Plan, 
SECY Paper, and NUREG 1055 Regarding Quality 
Assurance for New Reactors,” as noted as Figure 1 in 
Enclosure 4 of the October 30, 2010 memorandum: 
http://www.nrc.gov/reactors/new-reactors/oversight/quality-
assurance/qual-assure-regs.html 

 
 The phrase, “10 CFR Part 21 was last updated on December 

1, 2009,” was added to the page entitled “Vendor Quality 
Assurance (QA) Inspections,” as noted as Figure 2 in 
Enclosure 4 of the October 30, 2010 memorandum: 
http://www.nrc.gov/reactors/new-reactors/oversight/quality-
assurance/vendor-insp.html 

 
The NRC’s 10 CFR Part 21 page includes a “Subscribe to 
Updates” button as noted as Figure 3 in Enclosure 4 of the 
October 30, 2010 memorandum.  This service provides an e-
mail update to subscribers when the regulation is updated:  
http://www.nrc.gov/reading-rm/doc-collections/cfr/part021/ 

 
The staff believes that it has completed actions related to 
this recommendation. 
 
 

OIG Analysis:  OIG reviewed the changes made to NRC’s Web sites.  The 
sites include a statement as to the date of the last revision to 
10 CFR Part 21.  This recommendation is therefore 
considered closed. 

 
Status:  Closed.  

http://www.nrc.gov/reactors/new-reactors/oversight/quality-assurance/qual-assure-regs.html
http://www.nrc.gov/reactors/new-reactors/oversight/quality-assurance/qual-assure-regs.html
http://www.nrc.gov/reactors/new-reactors/oversight/quality-assurance/vendor-insp.html
http://www.nrc.gov/reactors/new-reactors/oversight/quality-assurance/vendor-insp.html
http://www.nrc.gov/reading-rm/doc-collections/cfr/part021/
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AUDIT OF NRC’S VENDOR INSPECTION PROGRAM 
 

OIG-10-A-20 
 

Status of Recommendations 
 

 
Recommendation 9:  Develop guidance that clarifies the requirements for vendors 

on how to approve accredited commercial-grade calibration 
laboratories for safety-related applications. 

 
 
Agency Response Dated 
May 26, 2011:  Actions taken and planned:  NRO, in coordination with NRR 

and NMSS, expects to author a safety evaluation report 
(SER) to clarify the requirements for vendors on how to 
approve accredited commercial-grade calibration 
laboratories for safety-related applications in response to an 
industry submittal.  NRO will then issue generic 
communications to industry indicating that the submittal and 
SER are available. 

 
The staff has been extensively involved with industry groups 
to develop a complete process that can be fully endorsed by 
the NRC.  On March 31, 2011, NRO and NRR staff met with 
representatives from the Nuclear Energy Institute, the 
Nuclear Procurement Issues Committee (NUPIC), the 
National Institute of Standards and Technology (NIST), and 
the International Laboratory Accreditation Cooperation at 
NIST Headquarters in Gaithersburg, MD.  The meeting 
provided a consensus path forward that includes an industry 
submittal, such as a topical report for NRC review and 
approval, on the use of commercial calibration and testing 
laboratories.  The nuclear industry is taking actions to 
include the use of testing and international laboratories in the 
scope of its submittal.  The staff is closely following 
industry’s developments.  In the interest of providing 
contemporary guidance that is not immediately superseded, 
the staff will work with industry to develop solutions to the 
outstanding technical issues before guidance is issued.  The 
staff expects industry to submit a topical report on the use of 
commercial calibration and testing laboratories.  The staff 
will then issue an SER, followed by generic communications 
to provide this information to licensees and vendors.  In 
addition, the staff will include this information in the 
development of the Commission paper and the subsequent 
regulatory basis for 10 CFR Part 21 rulemaking and 
associated guidance.  
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AUDIT OF NRC’S VENDOR INSPECTION PROGRAM 
 

OIG-10-A-20 
 

Status of Recommendations 
 

Recommendation 9 (continued): 
 
Target date for completion:  The staff anticipates an industry 
submittal by August 31, 2011, and will then issue an SER 
and generic communications within 6 months. 

  
 
OIG Analysis:    The proposed action meets the intent of the 

recommendation.  Therefore, this recommendation is 
resolved.  It will be closed after OIG reviews the SER and 
related generic communications. 
 

 
Status:     Resolved. 
  



Audit Report 
 

AUDIT OF NRC’S VENDOR INSPECTION PROGRAM 
 

OIG-10-A-20 
 

Status of Recommendations 
 

Recommendation 10: Develop and implement a formal agencywide strategy and 
plan in order to monitor and evaluate CSFI. 

 
 
Agency Response Dated 
May 26, 2011: Actions taken and planned:  In late December 2010, the staff 

began an agencywide approach to address the threat of 
CFSI.  The staff is working with both internal and external 
stakeholders to assess the current status and develop an 
effective path forward. The staff established the following 
four working groups to engage offices potentially affected by 
CFSI:  

 
 1. Working Group on Supply Chain Oversight 
 2. Working Group on Communications 
 3. Working Group on Response Protocols 

4. Working Group on Malicious Products (including cyber 
security) 

 
This effort is consistent with similar ongoing initiatives within 
the U.S. Government.  The staff is actively participating on 
Federal working groups to share CFSI-related information, 
anti-counterfeiting practices, proper Federal response 
protocols, knowledge, and resources.  The staff has begun 
similar outreach activities with the U.S. Department of 
Energy, the Electric Power Research Institute, and NUPIC.  
The staff has also made CFSI presentations to the 
international community and is continuing its outreach 
activities. 

 
The staff is leveraging these diverse activities to develop its 
formal agencywide strategy and plan to monitor and 
evaluate CFSI.  Enclosure 5 to the October 30, 2010 
memorandum provides the CFSI Response Community 
meeting minutes from February 3, 2011, and March 2, 2011. 
 
Target date for completion:  Unchanged—Issue strategy by 
October 30, 2011. 

 
 
OIG Analysis:  The proposed action continues to meet the intent of the 

recommendation.  This recommendation will be closed when 
OIG receives the formal agencywide strategy and plan, and  
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Recommendation 10 (continued): 
 
  determines it contains the elements necessary to monitor 

and evaluate CSFI. 
 
 
Status:  Resolved.  
 


