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August 7, 1989
PGXE Letter No. DCL-89-207

John B. Martin, Regional Administrator

U.S. Nuclear Regulatory Commission, Region V
1450 Maria Lane, Suite 210

Walnut Creek, CA 94596-5368

Re: Docket No. 50-275, OL-DPR-80
Docket No. 50-323, OL-DPR-82
Diablo Canyon Units 1 and 2
Response to Request for 10 CFR 50.54(f) Information

Dear Hr. Mart{n:

Pursuant to 10 CFR 50.54(f), enclosed is PG&E's response to the
Region V letter dated July 27, 1989. This letter requested:
information regarding PG&E's activities associated with.vendor
audits. As discussed in the July 25, 1989 meeting with the NRC,
PG&E has initiated ongoing efforts to evaluate, investigate and
resolve the issues identified in the July 27 letter. The following
information is provided: (A) PG&E's justification for continued
operation of the Diablo Canyon facilities in 1ight of the potential
deficiencies identified in PG&E's vendor audits as discussed in the
July 25 meeting (Enclosure 1), (B) PG&E's plan and schedule for
assessing the adequacy of the vendor audit and quality assurance
program in general (Enclosure 2), and (C) PG&E's determination of
reportability and the generic applicability of the identified
potential deficiency (Enclosure 3). These enclosures reflect PG&E's
current understanding of the issues in light of the ongoing
investigations.

PG&E is committed to maintaining high levels of quality in
activities related to Diablo Canyon and is involved with several
industry groups on efforts related to such issues. This involvement
jncludes PG&E's membership in the NUMARC Nuclear Plant Equipment
Procurement (NPEP) Work Group as part of the unified industry
interaction with NRC on procurement. PG&E is also actively
participating in conducting joint utility audits of suppliers as a
member of the Nuclear Procurement Issues Council (NUPIC), a .
combination of the previous Nuclear Supplier QA Committee (NSQAC)
and the Coordinating Agency for Supplier Evaluation, Nuclear Section
(CASE). PG&E has participated aggressively in these industry
efforts which are directed toward improving the quality of vendor
audits and assuring their compliance with regulatory requirements.

s0zeT BTV o

EhR ALDCH CCVRRE

I~

vy






e

PG&E Letter No. DCL-89-207

?

John B. Martin

-2 - " . August 7,

Based on the enclosed 1nformaf1on PG&E has full confidence that continued

operation of Diablo Canyon Units 1 and 2 does not create an unreviewed safety

question and will not adversely affect the public health and safety.

Kindly acknowledge receipt of this material on the enclosed copy of
this letter and return it in the enclosed addressed envelope.

Subscribed to in San Francisco, California this 7th day of August 1989.

Howard V. Golub
Richard F. Locke
Attorneys for Pacific

Gas and Electric Company
)

f.
7 . / / A
B_yﬁ FAE -

7 Richard F. Locke

cc: M. M. Mendonca.
P. P. Narbut
H. Rood
B. H. Vogler
CPUC
Diablo Distribution

Enclosures

2811S/0071K/BDP/1990

Respectfully submitted;

Pacific Gas and Electric Company

IS S
D. Shi
V/eice Pre V’ent

Nuclear Power Generation

Subscribed and sworn to before me
this 7th day of August 1989

U (il  Hebua

' \—Adriane D. ToTeffee, fotary Public
.for the County of Alameda,
State of California

My commission expires December 22,
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ENCLOSURE 1.

NRC Request:

1. Your justification for continued operation of the
Diablo Canyon facilities in 1ight of deficiencies that
you have identified in wour audits of vendors, as
discussed in our July 25, 1989-meeting;

PG&E Response:

This enclosure contains the justification for continued operation (JCO) of the
Diablo Canyon facilities in 1ight of the potential deficiencies that were
identified in audits of vendors as discussed in a meeting with the KRC on
July 25, 1989. Based on the information provided in the JCO and accompanying
safety analysis, continued operation of Diablo Canyon Units 1 and 2 does not
create an unreviewed safety question and will not adversely affect the public
health and safety. The JCO will remain in effect until all potentially
incomplete and/or inadequate audits are resolved and all fdentified
discrepancies are corrected.

28115/0071K
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JUSTIFICATION FOR CONTINUED OPERATION (JCO) 89-18
POTENTIALLY INCOMPLETE AND/OR INADEQUATE SUPPLIER AUDITS

EXISTING CONSITION FOR UNITS 1 AND 2

Besed on audits 88244S, 891035, and 891295, & concern was fdentified
that, contrary to PGLE QA Manual requirements, 8 contract QA guditor had
perforaed potentially incomplete and/or inadequate supplier audits which
did not fdentify the suppliers' failures to implement portions of their
QA prograns. Nonconformance Report DCO-B9-(A-NOO7 was initiated to
{nvestigate and resolve this concern, . .

PGLE has conducted an evaluation of all supplier. qudits during the last
3§ years and has identified 317 audits performed by outside contractors.
The review period of 3§ year was based on PGLE's triennial audit
program. Included in the 31, are 97 audits conducted by the auditor
performing the potentially incomplete and/or {nadequate a&udits. Of the
97 audits, PGLE identified 14 suppliers whose qualifications were based
solely on audits by the auditor performing the potentially incomplete
and/or inddequate audits. There were no safety-related purchase orders
submitted to five of these suppliers, the acceptability of two suppliers
{s known to the nuclear industry (e.g., CASE, NSQAC member sudits), and

" one supplier audit included & PGLE auditor. Three of the remaining six

supplfers had not suppifed any material to PGLE during the period when
the potentially fncomplete and/or inadequate audits were performed. The
other three suppliers, whose qualification was based upon the :
potentially 1nconplete and/or inadequate sudits, had supplied Class 1

_materfal, It was determined that those suppliers, Dresser Inpustries.

Hetal Bellows, &nd Pacific Scientific, would be reaudited.

In addition, & review of the remaining 220 audits performed by other
outside consultants working under their own QA program &lso i{dentified
some potentielly incomplete and/or {inadequate audits. The resolution of
concerns for the affected suppliers is included in Attachment 1.

JUSTIFICATION FOR OPERATION OF UNITS 1 AND 2

Based on the attached safety analysis, continued operation of Unit 1 and
Unit 2 with {dentified potentially incomplete and/or inadequate audits
does not create an unreviewed safety question and will not adversely
affect the public health and safety.






" Reviewed by: :;;7

B5/0C. 198C  17:47 | 08~ REGL.ATORT COrF. 18K BRLOTCATL Y 125l P10

JLU §3-18 Rev, O

o e

JCO DURATION AND SPECIAL CONDITJONS

This JCO will remain in effect until all potentially 4ncomplete and/or
inadequate audits are resolved and any fdentified discrepancies are
corrected. Completion of this action is tracked by NCR DCO-B9-QA-NOO7.

Prepared by:

Technical Review by:

L)
AN 14 = 0?-//7
PTant Staff Review Committee

Approved by: g? %M_['f - &7
. nager

cc: JDShiffer DATaggart
WBKaefer CLEdridge
SHSk {dmore DBMiklush
WTRapp JMGisclion
LFWomack WBMcLane-
BGiffin PPKarbut
RAnderson Site Engr.
MJAngus Site OPEG Engr.

TOTARL P.1&
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JUSTIFICATION FOR CONTINUED OPERATION (JCO) 89-18

POTENTIALLY INCOMPLETE AND/OR INADEQUATE SUPPLIER AUDITS

SAFETY EVALUATION

The following 1s a safety evaluation supporting continued operation of
Units 1 & 2 with potentially incomplete and/or inadequate supplier

audits.

ANALYSIS

A.

Oescription of Degraded Condition

Based on audits B88244S, 891035, and 891295, a concern was
identified that contrary to PG&E QA Manual requirements, a
contract QA auvditor performed potentially incomplete and/or
inadequate supplier audits which did not identify the suppliers’
failures to implement portions of their QA programs, As defined
in ANSI N45.2.13 and as implemented by PGAE, methods used to
accept an item or service from a supplier include source
verification by audit, source inspection, and receiving
inspections and tests. The conduct of quality assurance
supplier audits provide one of these verification methods to
assure that the established supplier’'s quality assurance program
{s adequate and implemented. Nonconformance Report
DC0-89-QA-NOO7 was initiated to investigate and resolve this
concern,

Potentially Incomplete and/or Inadequate Audits

The deficiencies, fdentified in Audit 88244S on Sulzer Bingham,
Audit 89103S on Pacific and Worthington Pumps, and Audit 89129S
or ITT Barton that should have been identified in the previous
contrccted audits, are as follows:

1. Sulzer Bingham (Sulzer)

Audit 882445 identified the following deficiencies that
previous Audit 872085 failed to fdentify:

a. Faflyre to use ASME Section III quality assurance
program, Criterfon III (Design Control) of
Appendix B states {n part " .,.Measures shall also
be established for the selection and review for
suitability of application of materials, parts,
equipment, and processes that are essential to the
safety-related functions of the structures, systems
and components.” Contrary to this requirement,
Sulzer did not apply the appropriate measures to

- parts which were ordered by PG&E on Purchase Orders
17779 and 663288. A1l of the parts ordered on
these purchase orders are safety-related and 10 CFR
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21 was invoked on these purchase orders.
Additionally, both of these purchase orders
specified that Sulzer implement their ASME Section
111 Quality Assurance Program (SP-A-2) on all of
these parts. Contrary to this, Sulzer applied

" their *Commercial Class Il" program (H31.27) to
these items without notifying PGRE. Sul2er does
have & 10 CFR 50 Appendix B program for nonpressure
retaining, safety-related items (stems, impellers,
etc) but did not apply this program to the PCLE
orders, Presently, Sulzer's *Commercial Class II"
program (N31.27) allows them to procure items from
suppliers who don't have nuclear assurance programs

- without doing any additional dedication ({.e.,
special testing, vendor history files, product
per;ormance files, K.0.E, special examinations,
ﬁtC . ’

b. Substitution of materials. Contrary to the
requirements of these purchase orders, material was
supplied which was different from that specified by
PGLE., Both orders specify impeliers for which
material must be ASTM-A-296 Grade CF8M. On
Purchase Order 663288, Sulzer suppliied ASTM-A-743,
Grade CF8 and on Purchase Order 17779 Sulzer
supplied ASTM-A-743, Grade CF8M., Sulzer failed to
notify PGAE of this material substitution.

NCR DC1-88-MM-ND42 was {ssued to investigate and resolve
these concerns. The investigation of this NCR
determined that all parts provided were commercial grade
and were {nadequately dedicated. PGLE Engineering
investigated the impact of the use of commercial grade
replacement parts as currently installed in the ASKW and
CCW pumps. PGLE Engineering concluded that their use
does not prevent the ASW and CCW pumps from performing
their safety related functions. Use of these commercial
grade iwpeller parts resuited in inadequate heat
treatment of ASW impellers., JCO 88-07 was prepared to
Justify continued operation with the ASW impellers.

2. Pacific'and Worthington Pumps (Pacific)

Audit 891035 1dentified that Pacific procured material
and parts commercial grade and supplied them to PGLE
without performing proper dedication. The material and
parts were supplied to PGSE during 1987-1989 under
purchase orders which imposed Specification SP-F-Parts
(which imposes 10 CFR 21; 10 CFR 50, Appendix B; and
ANS] N45.2.13).
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Previous audits B8232S and 871485 failed to identify
this deficiency.

NCR DCO-89-EN-O11 was initfated to investigate and
resolve these concerns. The supplier. has subsequently
responded to PGRE in a letter dated June 27, .1989, that
they have documentation on the major parts which w111
a1low individual piece dedication. PGLE Engineering
evaluation of the supplier's response determined the
following:

a. The DCPP safety injection and charging pumps are
regularly tested in accordance with the plant
surveillance test program which implements ASME
Section XI requirements. These tests have
demonstrated acceptable performance.

b. PGAE's QA Audit 894035 verified that the
contested “"C" and "D" parts receive complete
dimensional and visual {nspection.

c. After each installation of "C" or "D" parts, the
pumps were surveillance-tested before they were
declared operable. This surveillance test
‘measures vibration levels, bearing temperatures
and head-capacity. characteristics. Any
defective parts would probably have exhibited
unacceptable values for vibration, bearing
temperature or head capacity cheracteristics.

d. The charging pumps are operated for chemical and
volume control of the reactor coolant system
during normal operatfon as an alternate to the
positive displacement pump. Operation in this
mode has resulted {n a substantfal functional
test which was long enough to demonstrate the
integrity of the pumps and provides reasonable
assurance that the pumps will perform their
safety-related function when required.

e. No Pacific pumps category “C* or "D" parts are
pressure boundary ftems. Furthermore, PGAE,
Sargent & Lundy, and Pacific have determined by
Fatlure Modes and Effects Analysis that certain .
category "C" and most category “D" parts are not
safety-related.

f. The fluids handled by these pumps are subjected
to rigorous chemical control which reduces the
corrosion effects from the process fluid to a
min{mum,

g. Many nuclear plants,:1nc1ud1ng Kestinghouse
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pressurized water reactors, use Pacific pumps
for charging and safety injectfon service. These
pumps contain parts with quality characteristics
sim{lar to those installed at DCPP., These pumps
‘have performed reliably for many years.

ITT Barton (Barton)

Audit B9129S identified that Barton did not have
objective evidence that design changes on the
envirormeatally qualified eiectro-hydraulic actuators
had been evaluated for affe:it on previous qualification
tests and identified that metallic parts critical to the
operability and fail-safe conditfons of the actuators
are being procured commercial grade without proper
dedication being performed. Previous audit 88013S
failed to {dentify the above deficiencies.

A review of this concern determined that no material
from the supplier was installed in the plant. Material
which has been received by the warehouse has
subsequently been determined to be adequate by
reanalysis and testing by the supplier. This eliminated
the environmental qualification concern.

In response to the commercial grade dedicatfon concern,
Barton stated in a letter dated July 17, 1989, that "IT7
Barton Hydromotor Actuators are designed with a “fafl
Safe" feature, Should a failure occur, the actuator
will move to its faii safe position either due to the
component involved or on command, {f the faflure drives
the unit to full stroke.”

Barton further stated that “It {s the opinion of ITT
Barton Design Engineering that during the design 1ife,
there are no metallic components which would prevent any
Hydromotor actuator failing in other than a fail-safe
condition.”

An evaluation by PG&E Engineering determined the
following.

8. The design basis for the auxiliary feedwater (AFW)
system requires that these valves modulate to
control AFW flow, that they be sefsmically
qualified to operate, and that they be
environmentally qualified (EQ) for post-LOCA
recirculation radfation. They do not. need to de
environmentally qualified for the hot steam
environment resulting from a feed or steamline
break in their area.
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b. Metallic parts are not an EQ fssue because they

are not affected by radiation at the norma) levels

experienced during plant 1ife and a subsequent

accident,

¢t. The lead engineer for EQ and seismic issues for
the ILC group was a member of the PGLE audit team

that visited Barton. This person was selected for

this assignment based on individual in-depth

familiarity with £Q and seismic {ssues in addition

to having been previously involved with these.
valves. The audit looked at botk qualification

and commercial grade dedication issues.,

During the audit, PGLE observed that Barton
performs alloy testing of the raw materials that
they subsequently process and perform extensive
functional testing of the actuator at full rated
load prior to delivery. This testing results in
loadings which are more severe than those

experienced during normal operation,

Based on the

above, 1t was concluded that Barton dedicates
and/or manufactures parts and controls their
qualification such that the valves are adequate

for continued service.

d. These valves are subject to periodic surveillance

testing. This testing would detect any
degradation of the valves. There have been no
structural failures of these actuators during

testing.

A1l of the potentially incomplete and/or inadequate audits of
the above suppliers were performed with the same auditor as the

audit team leader or as & member of the audit team.

A review of

audit records showed that the auditor in question had been

performing audits for PGAE since 1987.

PGLE has conducted an evaluation of a1l supplier audits during
the last 34 years and has identified 317 audits performed by

outside contractors., The review period of 3§ years was based on

PGLE's triennial audit program. Included in the 317 are 97
audits conducted by the auditor performing the potentially
inadequate and/or incomplete audits. Of the 97 audits, PGLE
identified 14 suppliers whose qualifications were based solely
on audits by the auditor performing the potentially incomplete
and/or inadequate audits. Five of these suppliiers were found
with no safety related purchase orders; the acceptability of two
suppliers 1s known to the nuclear {ndustry (e.g., CASE, NSQAC
member audits); and one supplier audit included a PGLE auditor.
Three of the remaining six suppliers had not supplied any
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aaterial to PGLE during the period when the suspect audits were
performed. The other three suppliers, whose qualification was

based upon the potentially incomplete and/or {nadequate

audits, had supplied Class ] material. [t was determined that

those suppliers, Dresser Industries, Metal Bellows, and Pacific
Scientific, would be reaudited.

In addition, a review of the remaining 220 audits performed by
other outside consultants working under their company's QA
program and supervisfon also identified some potentially .,
incomplete and/or {nadequate audits. The resolution of concerns
for the 185 affected suppliers {1s included in Attachment 1.

Results of Potentially Incomplete and/or Inadequate Audits

PGLE audit teams using PGLE personne) were sent between July
21-24, 1989, to 211 three of these suppliers to perform an audit
of the previous audit's adequacy.

1. Parker Metal Bellows

The Parker Metal Bellows audit disclosed that PGLE had only
jssued one purchase order in the last 3 1/2 years. On this
purchase order PGLE had purchased a flexible metal hose
assembly, This flexible hose was built to the requirements of
ASME Section III, Subsection ND and Code Case N-192-2. With the
exception of the ferrule, all parts associated with the hose
assembly are considered ASME Section III parts. The ferrule is
not governed by the ASME code because it is non-pressure
retaining, This ferrule was procured on & purchase order that
invoked no quality assurance requirements on the sub-supplier.
Accordingly, 1t was furnished as commercial grade to Parker

" Metal Bellows. Additionally, Parker Metal Bellows did not
perform any additional dedication activities. After discussing
the situation with the Project Engineer from Parker Metal
Bellows, the auditor agreed that the ferrule performed no
safety-related function. This was supported by & Failure Modes
and Effects Analysis that determined the the ferrule was:

a. Non-pressure retaining
b. Non-load bearing
C. Not essential to function

Additionally, the ferrule was not taken into account when the
flexible hose assembly was seismically quailified. This
position was documented in a letter to PGLE and was subsequently
evaluated and accepted by PGLE Engineering.

Previous Audit 88210S failed to {dentify the sbove deficiency.

2. Dresser [ndustries
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The Dresser Industries audit identified deficiencies in the
quality assurance program applied to non-pressure retaining,
essential-to-function parts. As part of this auvdit, PGLE
examined the program that Dresser applfed to a disc holder, disc
guide and an adapter compression screw purchased by PGLE on
various pirchase orders, The auditor reviewed various purchase
orders that Dresser placed with its subsuppliers along with the
Certified Material Test Reports (CMTRs) received for these
items, This review determined that these parts were purchased
as non-safety-related and this fact was supported by reviewing
the applicable CMTRs. Additionally, Dresser had no traceability
documentation for these parts nor did they perform any other
dedicatfon activities other than a standard receipt {nspection.
As a result of this audit, PGAE reviewed its records and
determined that none of the parts had been issued for use. All
non-pressure retaining parts supplied by Dresser have been put
on hold in the warehouse pending disposition.

Previous Audit 882625 failed to identify the above deficiencies.
3. Pacific Scientific Company

An audit of Pacific Scientific Company (PSA) was performed to
verify the PSA QA program for providing nonload bearing,
essential-to-function 4tems. The audit identified that since
January 1988, PSA had no program to control parts exempt from
ASME Subsection NF (1.e., non-load bearing). This {s documented
in PSA Quality Assurance Manual, Section 6. The PSA QA Director
stated that prior to January 1988, PSA had an NPT Certificate
from ASME and changed their ASME program to & wmaterial supplier,
thus facilitating a major revision to their QA Manual, As a
result of this situation, PGLE conducted a search of all parts
procured from PSA since January 1988 and their locatfon. This
search determined that six cap screws purchased on Purchase
Order 18690 were issued for use in the plant. A review of the
documentation supplied by PSA for these cap screws determined
that PSA supplied these screws under provisions of their ASME
Section 111 QA program and certified this on Certi{ficate of
Compliance.

Additionally, it was fdentified that the contract audit of PSA's
ASHE program was to the wrong criteria. The baseline of the
subject audit was ASME Section 111, NCA-4000 even though the
vendor had discontinued this program five months prior to the
sudit. PSA's present program meets NCA-3800 (i.e., Material
supplier),

Because the subcontracted audit had been performed to the wrong
criteria (f.e., NCA-4000), PGRE reviewed the last previous
utility audit of PSA's Section III program. This audit was
performed in February 1983. The baseline for this audit was
ASME Section 11§ (NCA-3800). Based on a review of this audit
report, checklists, sudit findings, and & review of PSA QA
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manual, PSA will remain on PGRE's Qualified Supplier List (QSL)
for ASME Section IIl {tems. However, because this program (NCA
3800) has never been audited, PGLE will perform an audit of this
program in early October. Additionally, PSA i1s {n the process
of revising their program for non-load bearing items and this
revised program will be audited at the same time.

Previous Audit 88087S failed to identify the above deficiencies.
Overal) Evaluation of Supplier Audits Performed by Contractors

PGLE has conducted an evaluation of a1l supplfer audits during
the last 3 1/2 years and has identified 317 audits performed by
outside contractors under their companies' QA program and
supervision. The review period of 3 1/2 years was based on
PGRE's triennia) sudit program. The 317 supplier audit reports
involve a total population of 185 suppliers based on a review of
PGLE paid invoices. Attachment 2 4s a 1ist of the 317 supplier
audit reports, Attachment 3 is a 1ist of the 185 suppliers
affected by these audits. An evaluation of suppliers associated
with these audits was performed. Attachment 1 provides a
summary of the evaluation of effects on plant operation. The
basis the conclusions reached in the evaluation was as follows:

- No safety-related material was purchased using the subject
purchase orders

- Material was purchased but never installed in the plant

- Audits reports were reviewed by PGLE aﬁd found to be
acceptable

- Audits were reviewed and found acceptable based upon other
audits performed by NSQAC/third party

- Audits were conducted under the PGLE QA program rather than
the contractor QA program

- Suppliers were resudited by PGLE
- Other specific justification
NRC Supplier Audit Concerns

In addition to PGLE Ydentified audit concerns, the NRC has
identified concerns about industry supplier audits fn
Information Notices 88-35 and 88-95. PGRE will consider this
information in its final resolution of this event.

B. Safety Function Potent{ally Affected

Based on a review of the auvdits which could have potentially
resulted in suspect material being used to perform safety
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functions, it was determined that instelled material does not
have any adverse impact affecting continued operation of the
plant and no safety function is affected. Previous problems
associated with the ASW Pump Impellers have been separately
addressed in JCO 88-07.

C. Affect of Condition on Safety Function

Not applicable as described above,

D. Alternate Methods of Safety function Performance

Not applicable as described above.

E. Compensatory Measures

A.

As a result of the above evaluation, PGRE 4dentified three
suppliers that require an independent supplier audit by PGLE.
These three reaudits were completed on July 24, 1989.

The remaining audits performed by the outside contractor
performing the potentially incomplete and/or inadequate audits
were evaluated to determine if a reaudit was required. The
evaluation considered whether the supplier had already been .
reaudited, or whether PGAE auditors were present at the audit to
ensure a valid audit, or whether a reaudit was determined
unnecessary due to absence of purchase orders or prior removal
from the QSL. Where needed to provided justification on the
quality of the supplier, PG&E has also consulted with other
vtilities who have conducted avdits of the supplier.

1. 5C.59 EVALUATION

Does the continued operation increase the probability of
occurrence or the consequences of an accident or malfunction of
equipment {mportant to safety previously analyzed in the safety
analysis report? ‘

" As defined in ANSI N45.2.13 and as implemented by PGLE, methods

used to accept an item or service from a supplier include source
verification by audit, source {inspection, and receiving
inspections and tests. The conduct of quality assurance
supplier audits provide one of these verification methods to
assure that the established supplier's quality assurance program
{s adequate and implemented., Since an audit is one mechanism to
provide reasonable assurance, direct hardware problems would
have to result from both a failure of the suppliier's quality
program and a lack of detection by other PG&E verification
measures such as receipt inspections.

Previous problems associated with the ASW pump impeliers have
been separately addressed i1n JCO 88-07., As discussed above, {t
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was determined that udditional discrepant material identified to
be installed in the plant during this evaluation does not have
any adverse impact on operation.

Therefore, continued operation with the {dentified potentially
incomplete and/or inadequate supplier audits does not increase
the probability of occurrence or the consequences of an accident
or malfunction of equipment important to safety previously
gnalyzed in the safety analysis report.

8. Qoes continued operation create the possibility for an accident
or maifunction of a different type other than any evaluated
previously in the safety analysis report?

Previous problems associated with the ASW pump impellers have
been separately addressed in JCO 88-07. As discussed above, it
was determined that additional discrepant material identified to
be installed in the plant during this evaluation does not have
any adverse impact on operation. Therefore, there has been no
change in the configuration of either Unit that would create the
possibility for an accident or maifunction of a different type
than any evaluated previously in the safety analysis report.

C. ° Does the continued operation reduce the margin of safety as
defined in the basis for any Technical Specification?

Previous probiems associated with the ASW pump impellers have
been separately addressed in JCO 88-07, As discussed above, it
was determined that additional discrepant material identified to
be installed in the plant during this evalustion does not have
any adverse impact on operation. Therefore, continued operation
does not reduce the margin of safety a&s defined in the basis for
any Technical Specification,

CONCLUSION

Based on the above analysis and 10 CFR 50.59 evaluation, continued
operation of Unit 1 and Unit 2 with the {dentified potentially
incomplete and/or inadequate audits does not create an unreviewed safety
question and will not adversely affect the health and safety of the
public.
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> Attachment 1
EVALUATION OF EFFECTS ON PLANT OPERATION

ggantiti Basis
A. Supplier Audit Scope Reviewed and Considered Acceptable
60 ‘ No safety-related purchase orders
2 Subtier suppliers audited but aot placed on qualified

suppifers 11st (QSL) and no purchase orders issued.

4 Unqualified suppliers - suppifers never placed on PGLE's
QSL and no safety related purchase orders.

80 Additional audits of these suppliers were performed by
PGLE personnel or PGAE staff personnel during this
subject timeframe; PGLE personnel or PGLE staff
augmentation personnel participated in the contracted
audit; or an audit followup was performed by PGLE
personnel or PGLE staff augmentation personnel.

3t Contracted audits reviewed and found to be acceptable.,
6 NSQAC/Third pafty sudits reviewed and found to be
acceptable, ‘ : .
1 No material from supplier currently installed {n DCPP.
1 Dropped from PGLE QSL, parts dedicated by PGLE.
3 JSuppIier reaudited with Engineering disposition.
2 PGLE Engineering dispositioned

B. Supplier Audit Scope Was ASME Exempt Safety-Related Parts

3 Suppliers where manual review identified that the QA
: program addresses both ASME and Appendix B requirements
and & review of the supplied certificate of compliance
indicated that the QA program was applied.

1 Suppliers with material supplied - but material is st
in PGLE'S warshouse,
C. Supplier Audit Scope Was Enviromrmentally Qualified Parts

1 Suppliers with material supplied - but material st{i1 in
- PGLE's warghouse, .
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SURRLIER 'S NAME ' AURIT MO
AA Jansson - 890908
bdoros Corp. 081978
Afga-Gowaart, Inc, 081548
AGRA-Gavasre 8710¢s3
Afnsworth Products , 871078
Allogheny Ludlun ' 860368
Allegheny ludlun ‘ 870288
Allegheny Ludlun 870368 .
Alleghany Ludlun 880168
Alloy Reds 871419
Alley Rods 8822648
Alloy Stainless 883028
Alnorx ’ 91388
Alnor Instrunsnts 880898
Amsrace ) 890718
Anszicen Alr Filter 871938
Amsrican ALY Pilter ' $90098
Anerican Gage $90548
Amsron : 8822181
Amsrshem Corp. 082078
Analytios, Inc. $7073s
Aneost lLaboratories 0178
Araset labs §70498
Anchor Darling 660638
Anchor Darling 870748
Anchor Derling ’ séiiis
Andersan-Cresnwood 81528
ATcos . 871658
Atwood & Morrill T 871428
ACwood & Morrill - §72648
AOwood & Morrill $90378
Automatic twitch _ 870738
Automatic witeh 880885
Autopatic §witeh Co, . 860718
MG Boginesring 881098
Salley Controls 870228
Bailey Controls 830218
Battalle Pocific 891378
Battelle Pacific Morthwast 871098
Sattelle PNL 881048
Bethlebsm Steel 870708
Bethleben Stesl $80298
Binghas International $72088
Boston Insulated Wire §32598
Boston Insulated Wite 862073
Souche Laboratories 871108
Souche lady 880868
Beuche laba - 890668
Srammer Standards 881035§
Brand Rex 861318
. Brooks Inatruosnts T 871118
Brownysrd Scructursl Stesl 870215
BW/IP (Borg Warner) 880958
.Cajon Co, (3% Y ]
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Duratak 090078

an '.

SURELILR 'S NANK
Carbolins 870168
Carbolina - 290708
Cardiagl 802398
Ohenisgl Muclear Rystenms 871838
Chan-Muolear 882608
Chesteston 882500
Ghastetton, A. W, 831518
Chestegton, A, V. 862088
Genst Velting Suepd Bieos ?
t Polding i
it e s
Coler Enginesring (]
Combustion Engineering 861328
Coadbustion Enginasring 882348
Censip 882768
Contsl i 890158 '
Contel Corp, §73128 |
Conam Inspection 841351 1
Cenax Juffalo 881738
Cecax Corp. 861772
Conax Corp. 871663
Control Components 872018
Contrelotron 862118
Contrelotron 082253
Controletron Corp. 872148
Contremstics 862098
Contrenatics 871048
Contresatios 880448
Contrematics 990398
Copes Vuloan $6179s
Cepes Vulcan 881988
Copes-Tulcan 871628 |
Crane-Aloyco : * 870778 s
Crans+Aloyco ’ 881068 <
Cravford Fitting 881948 1
- Crosby -Valve end Gauge Co. 871448 |
Crosby Valve & Cage . 882023
Oustos Alloy 861808 ;
Custoa Alloy 872108 |
C&$ Valve 881198 |
Dalft Gal Lebs 88236 ;
Davis tastrusents 871378 |
Davis Instruments 881478 |
Davis Iracr, 91178 J
oL s st -%
D Valves ‘ ;
D::mq 890278 l
DPo-Al} 871138
Do.All 80993 1
Do-ALL/A. A. Jennson 471128 |
Do-All/Jansson 880983 1
Dresser Industries 73168
. Dresssr lndustrieo 882623 1
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Dytran

Dycran Instruments
Barth Sofsnca Associates
Baton-Qulcer Kammer
Eyerlias Corp.

Rleotre Test

Bleotrotest

’
Engelhard
Sagelhard
Baviregmental Bngineering

B.1. International
R.1. International
Talk Cerp.
Farwell & Hendrisks
Fisher Controls
;iandua Yilters

ufd onents
Pluks by
Jexbore Co.
Fexbore Co.
Purnenite
Purmanite Amsrica, Inc.
GA Tedhnologies
Camms :Notrice
Ceneral Rastern
General Physics
Oeneral Redio
Cenaral Redio
Gensral Technical Services
Could humps
Crinnsll Corp.
Crinnell Corp.
Ouyun Alloys
C.P. Instruments
Narnischfeger PeH
Harnisshfager, 2.H.
Hataoh
Hateh Insc,
Naywaed Taylor Pumps
Bowlets Packard
© Biled
Hiltl, Ine,
Beltec
Bud, Inc,
b, Inc,
lwpezisl Zascman
Isotope Produsts Laboratory
lsotops Products Labs
ITT Baxton
ITT Enginoered Valves
17T inoored Valves
;,$TT inssred Valvss

Suvirosmantal Engineering & Testing

12609177 P.ji0
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§9107s
871148
880208
870298
882508
874208
882418
881398
871905 .
881438
050238
870438
870798
880438
870808
890698
$8115s
§7211s
890318
871158
861148
870818
862603
872178
882558
8807¢s
871168
§9063s
871178
000978
861818
871458
871064
$80833
861708
881028
880928
870828
880455
§70272
871978
890368
82683
872668
880738
871468
881958
880208
680278
870268
080133
862575
872098
882468
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17T Gemeral Control < 070238
Jehn Fluke Nfg. " 890093
Johnaen Pump : 881368
Joy Kssufsoturing i 870178
Jey Nes. “ 880478
Karotest 800448
Herotsst 890088
Kerotest Manufacturing 870128
871188

Knepp, .Inc, . 881408
) :‘::\::u;:/srmon A g&g;z:
rty Bquipaant : 70258
Liberty Equipment & Supply : 830228
L., Btarrest 881618
Hesona{lan Dresser ’ 890268
Nasensilan-Dressar Industries 871478
Metal Bellows . 882108
H18 Bystems 8711208
line Safety Appliances §9037¢
K3 Isstruments 881008
MES Iascrusents Inc. 874198
Koors Industcies §9006s
KT8 fSysten (2 lecations) 861468
Naco ¢ontrols 881483
Mationgl Technical Systenms ’ 881763
e it
/Dytason ]
NBS/Dynecon T, 72708
HPS Isdustries 8815358
Maclear Alr Filters §70118
Buoon 882748
INthars 870148
Oat, Jessph © 862108
Oat, Jeseph ’ : 873188
Pac Punps 802328
Pac{fie Calibration 881128
Pacifio Calibration 090658
-Rocifie Wuslear Syatems ‘ 870848
Yocifie Muclear Systeas 871708
Pacifis Pumps 871483
Pacifia Pumps 91038
Pacifie Soiencific 680870
Pall Trinity 863628
Pall Teinity ' 882338
Favksr Boals : 090528
Poul Mnizes Basrtech 890418
203 Piexotronics 871228
2C3 Plegotronios Inc, 880045
Plant Inspection 890538
Potter & Bruafield $70193
Preatay 870208
Presray Corp. ) $60448
> Pooscay Corp. . ) 880848

.\h‘“u! Cerp. $90623
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SURZLIIR 4 NAME ) ADIT X0,
Promstec 882458
Qualimstzics, Inc. 841538
Radcal Csrporstion ’ 880268
Radaal Coxp., - 290038
Redian Bessarch - $72078
Radimm Research ' 882298
Radiscien Btarilisers 890333
Rséner Alloys 822688
Radnoxr Alloys 882738
Raychen 881078
Basd Xat’'l Alr Products . 890048
Rics 1ake Baaring ) 800938
Rice laks Bearing 891143
fobven Backing Ring 8607038
Robvon Backing Ring $70838
Robvon Backis 3 Ring Co, 081168
Rockbestos 840648
Rockwsll Intsrnational - 870138
Rockwsll International 882428
Rosepount, Inc, .» 880148
Sossmount, Inc, ’ $90018
Roskin Mfg : 881088
Rotsk [nstrument . 871238
Rotak fnatrusents 880318
Rotek Fnstrunents 890258
Rotork Controls, Inec. $70878
Ruatat>$tokas ’ 842058
Ruske [ 1288 1
Riusks Inatrunent Corp. 871248
Ruska Instruments y A 881648
Buskin Manufeccuring 870868
Satin Amariosn 890508
Borrento Electronics 880308
Starrett, L, 8, $61308
Stacrett, L, 8, 871498
Stavalpy Instruments - 871278
Jtavoley Instruments 881033
Ataveley Instruments _ 8813538
Stavslay Inatr, ’ 891288
Stavelpy NDT Instrusents 871258
Staveley fonic xucrwunc 871268
Stavely ¥OT 881378
Sulser 3inghan 882448
Sulser 3inghan Pumps 882448
Target Bock 881138
Taylor. Inatruments ; 860458
Tayler- Instruments 880648
Tschalloy 861748
Tachalloy . 881663
Technwlogy for Easrgy 861298
rochmtou for Bnergy $71508
Technelegy for Enargy 881748
Tektrenics 890723
Tektronix 871288

Vektronixe , 880908
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AURRLIBR'E NANX AURIT O,
Teledyns Enginsering 860408
Terty Purbine 661328
Theraen Menufasturing Co. 871518
Thermen Nfg. Silslt
Tioga . 81993
Toedar, Ins. © 880188
Tracor Hestronics 690468
Tracor ‘Weatronics . §907¢03
Tudbe Bales 870808
Ulctzavielet ’ 890143
Uniatxyt Corporation 881678
Unitech Tasting, Ins, 880158
U. 8, Volding 872348
U.8. ¥elding 882043
Valoor ‘ 871528
Valeor Eaginesring 861538
Valoor Bnginesring 81808
Velan Valve $60458
Velan Valve 881758
Veuture Valve 082548
Viotoreen 880778
Victoresn 1904148
Visalias Xleotric 982708
Vogt Machins Co., Henry 862638
Velunetrics 801348
Wahl 91188
Wahl Isstrumsents $7129s
Vahl Isstrusents 881373
Valleos ond Tiernan ) §71308
Valleos & Tlernan 881108 -
Webber Gage 872698
Webbat Cage { 882658
Weldatar 082618
Westimghouse Hite an . 860658
Hostinghouse-Hittien ) 870888
L2 2 lear 883038
Wilson Instruments 890608
Wilsen<Rockwell 871308
Wyls Lad 870138
Vyle L&doratories 680248
Yyle Labs 882378
Yarvay Corp. 880858
Zetec, Inc, 882718
Zurn Industries 872138

Sarn Industries 882518
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A & C EMGINRERTNG (U

AGPA-OEVARAT, IRC
AIMSWOKTR PRODUSTS
ALLBGRSNY x.mm;i STHLYL CORP
ALLOY WGDS INC

ALLOY STAINLES$ PRODUCTS CO
ALYOR TMSTRUNNENES CO
AMZRACE COR?

AMERICAN AIR FELTER
AMERICAN GAGX & INSTRUNENT CO
AMEROY PROTICTIYX

AMKRSIAN co:rou%rxon
AMALYTICS IBC .

ANANET TABORATORLIES

AKCHOR/DARL1%O ANDUSTRIES (MATFIELD)
ANCHOR/DARLING NALVE (WILLIAMSPORT)

ANDERBON GREEIMOOD

ARCOS conrouAtiou

ATWUOD & MORRILL CO INC
AUTORATLC SVITGH CO

BAILEY CONTROLE CO

BATTELLS wuic RORTHWEST LAB
DXTILEREN STERL CORP
BORG-~HARNEX INDUSTRIES PRODUCT
BOSTOM IMBULATGD WIRE & CASLE
ARAMAER $TANDARD

BRAND REX CO
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(&0
(29)
(30)
(1)
(32)
3
(34)
(35)
(3¢6)
37
(38)
(39)
(40)
(a1)
(42)
(43)

(44)

((3)]
(46)
(47)
(48)
(49
(30)
(31)
(32)
(33)
(54)

3RO0KS ill?ﬂﬂﬂl!Ts
BROWNYARD STRUCTURAL STEEL
cbs vaLYL CO

CAION CO

CAYMILLE BAUZR INC (TOBAR INC)

CLRMOLINE CO

C/RDINAL INDUSTRIAL
CUEM-NUCLEAR SYBTEMS INC
CARSTERYOXN, A, W,

COAST MELDING SWPPLY INC
COLOXLAL MACHDE CO
COLORADO EXCIMEERING
COMBUSTION EMGIMBERLNG INC
CONSLY INC

CONTEL OOXs

CONA¥ INBPECTION INC
CONAX BUTPALO GORP
CONTROL COMPONENTS INC
CONTROLOTRON OJRP
CONTROMATICS
OOPKS-YULOAN INC
CRANT~ALOYOO IBC
CRAWPORD FITTIEG CO
CRUSEY VALVE

CUSTOM ALLOY CORP?

DALY CAL LAZ

DAVIS INSTRUMEKTS MFG CO INC

epTIosdaLy
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(85)
(56)
(57)
(38)
(5%)
(60)
(61)
(62)
(63)
(64)
(63)
(66)
(67)
(68)
(69)
(70)
(71
(72)
(7%
(74)
(75)
(76)
(7
(78)
(7%
(80)

(81)

DH IMBTRUNKNTS INC

DRAGON VALVE INO

DOSITEC INC

DO ALL = AA JARRSOX
DASSSER LMDUSTRIZS
DURATEX OQORP

DYZRAN INSTRINCENT INC
ZARTH SOIBYCK ASSOCIATEZS
BATON CORP

RBZALINE INSTRUNKNTS CORP
E. 1. LNTERATIONAL
ZLICTRO TEST NG

BNDIVCO INC

TXGLERALD CORP
DEVIROMEANTAL BNCIFEZRING
TALX GORP

FAKVILL & BEWDRICKS
FIBHER CONTROLS €O 1MC
YLANDERS ) LLTERG INC
nuI cuuron;ntz\:uc
YLUKZ, JOME MrG CO
FOX30R0 €O

YORUANITE CO

GA TECHNOLOGILD
OARA-NRTRICS

OEZNERAL EASTERN

CENESAL PRYGICS INSTRUNENTS
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(29
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(101)
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GENEZAL RADIO INC

GUNERAL TECHNICAL SERVICES
GOULDS PORPS INC

GRIKNELL CORP (VULLRRTON, CA)
GRLNMELL CORP (CRAMSTON, RHODE ISLAKD)
BARNISCUPAGER S INC

HATCH INC

KAYVARD-TAYLOR PO CO
MEVLETT=PACKARD CO

MILTI INDUSTRIBS INC

BOLTEC INTSRMATIOMAL

KUY IRC

DOTAIAL CLEVITE RASTHAN
150TOPK PACDUCTS LA

17T BARTON (ITT GENEMAL CONTROLE)
17T DIGIMKERID VALVE
JORNSTOR PP CO

JOY MANUTACTURING

REROTEST KYC ‘COR?

RIOPE 1HC
KPAUTERANER-BRANSON INC
LIBERTY SQUIMKNT SUPPLY CO
MASCYELLAN-DREGSKR IXDUSTRIES
METAL BRLLOVS COR?

WINE SAPETY APPLIAMCES CO

MKS INSTROXENTS

YOORE INDUSTAIES INC

PGRE RESLLATORY COMPLIRK  EPS595490%
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(109)
(110)

XT3 SYSTENS OORP'

RANCO COXTROLS

(111) WATIONAL TECHNICAL SYSTEMS
(112) XPS TMDUBTRIKS

(113)

BUCLEAX AIR VILTRATION TRETING ARGOCIATES

(114) WUCLEAR CONSULTING SERVICES INC

(1135) NUCLEAR ENERCY SERVICES INC/DYNACON~IDE SERVICES

(116)
(117
(118)
(119)
(120)
(121)
(122)
(123)
(124)
(12%)
(126)
(127)
(128)
(129)
(130)
(131)
(132)
(133)
(134)
(138)

FUTUERN INTERMATIONAL

AT, JOBEPH CON?

PACIPIC CALIBRATION SERVICES
PACITIC NUCLEAR GYSTEMS
PACLYIC SCIZNTIFIC CO
PACITIC & WORTWINGION PAPS
PALL TRIRITY MICBO CORP
PARKER SEAL €O

PAUI-¥OXROE EWRRTICH

PCB PIZZOTRONMICS

PLAXT IMSPECTION CO

POTTER & SRUXFIELD

PAZSEAY COR?

PROMATRC *

QUALINETRICS

RAUCAL CORP

RADIAN RESTACH

RADIATION STERILIZERS
RADNOR ALLOYS (CUYON ALLOYS)
RAYCREN CORP






+ (136) REED NATIONAL A1R PRODUCTS
(xs;) REVTER-9TOKES
(138) RICEX LAKE BRARINC
(139) ROBVON BACKING RING
(140) ROCKBESTOS €O
(141) ROCEWELL INTRMMATIONAL
(1&3) ROSDMOUNT INHC
(143) ROTEX INSTRONENT CORY
(144) ROTORX COMTAOLA INC
(148) RUSKA INBTRUNZRNTS CORP
(146) RUBKIN MAXUTACTURING CO
(147) SATIN AMERICAN CORP
(148) SORRENTO ELECTRONICS
(149) STARRETT, L. 8.
(150) STAVILEY IMSTRUMENT
(151) BULLEX BINGRAN PUNPS
(152) TARGET ROCK CORP
(153) TAYLOR INSTRUMBNT INC
(154) TECHALLOY MARYLAND
(155) TECHNOLOGY FOR ENERGY
(156) TRKTRONLE INC
(157) TELEDYNE EWGINEERING
(1568) TEZRRY STEAX TURBINE CO
(159) TREXMOM XPG CO
(160) TI0GA PIPL BUPPLY CO
(161) TRACOR WESTKONICS INC
(162) TUBL SALRS
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. «(163) ULTKA VIOLET PRODUCTE I¥C
(164) UNISTRUT ’
(165) VS TESTING CO 1NC
(166) US VELDING CoRP
(167) VALCOR ENGINEERING CORP
(168) VELAX VALVEZ COWP |
(169) VENTURA VALVE & PITTNC
(170) VIBRACOM (BOUGRE LABORATORIES)
(171) VICTOREEM IUC
(172) V1SALIA ELECTRIC MOTOR 0P
(173) YOUT, WENRY MASKINE CO
(174) voLRTRICS
(175) WAML TUSTRUNRXTS
(176) WALLACE & T1EREAX
(177) WELBER GABZ DIVISION
(178) WPLDSTAR CO
(179) WESTINGROUSE = MITTHAN
(180) Wr1 mycLzAx
(181) VILBON INGTRUMENT
(182) WYLZ LABORATORIES
(183) YARUAY COm?

(184) ZRTIC 1NC
(185) ZURN IMDUBTRIES
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® PGLE | gjer No. DCL-82-207

ENCLOSURE 2

4

NRC Request:

2. Your specific plans and schedules to fully assess the
adequacy of your vendor audit and of your quality
assurance program in general;

PGXE Response:
QVERVIEHW

As a result of a previous Part 21 notification by PGAE involving its

contractor, Sulzer Bingham (submitted in PGAE's Letter DCL-88-255, dated

October 26, 1988), PG4E had already commenced efforts to assess the adequacy

?E agdits 1n§olv1ng Sulzer Bingham and the overall quality assurance program
nclosure 3).

Additionally, NRC Information Notice No. (IN) 88-35 was issued to "alert
addressees to potential problems resulting from inadequately performed
licensee audits at vendor facilities which may not reveal the vendor's failure
to implement critical portions of its quality assurance (QA) program.”
Further, subsequent to the issuance of IN 88-35, NRC IN 88-95 was issued and
noted that "... it appears that past licensee audits have not been effective
in assuring compliance with regulatory requirements.*™

PG&E has been actively pursuing that focus on issues raised in the previous
Part 21 notification as well as the NRC Notices. PGA&E is participating with
the NUMARC Nuclear Plant Equipment Procurement (NPEP) Work Group as part of a
unified nuclear industry interaction with NRC management on concerns related
to procurement. Activities include industry interactions relating to the
improvement of procurement practices. In addition, PG&E is actively
participating in the performance of joint utility audits as a member of the
Nuclear Procurement Issues Council (NUPIC), which is a combination of the
previous Nuclear Supplier QA Committee (NSQAC) and the Coordinating Agency for
Supplier Evaluation, Nuclear Section (CASE).

The awareness of these industry concerns led PG&E to identify that, contrary
to PGLE QA Manual requirements, a contract QA auditor potentially performed
fncomplete and/or inadequate supplier audits which did not tdentify the
suppliers' failure to implement portions of their QA programs. PG&E
Nonconformance Report (NCR) DCO-89-QA-NOO7 was initiated to investigate and
resolve this concern.

PGXE has initiated ongoing efforts to evaluate, investigate and resolve the
{ssues as discussed in the July 25, 1989 meéting with the NRC. The nature of
these efforts include technical and non-technical investigations. Different
groups have been assigned for each review. In addition, a coordinator
(Special Investigation Coordinator) has been appointed by the PG&E President
to assure cohesiveness in the investigations and provide an independent review
of the findings.

2811S/0071K -1-
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The technical review is being conducted in accordance with PG&E's existing
procedures for Nonconformance Review by a Technical Review Group (TRG). The
non-technical review is being conducted by PG&E's Internal Auditing Department
(IAD) which is responsible for Corporate audits of financial records and
contract administration data within all areas of PG&E. The special
fnvestigation coordinator will facilitate the interface process for all
investigative efforts. ‘

JECHNICAL INVESTIGATION

PGXE 1s using the Nonconformance/TRG process to investigate the technical
1ssues related to suspected incomplete and/or inaccurate supplier audits
conducted under an outside contractor's QA program. The TRG is chaired by the
Manager of Quality Assurance and has representation from all potentially
affected departments. The TRG investigation will include an evaluation of all
reports of contracted supplier audits in question, the qualification status of
all suppliers that were qualified by the audits in question, the acceptability
of all equipment/parts purchased from any supplier in question, the impact on
the operation of Diablo Canyon, the reportability and determination of root
cause, and any necessary corrective actions. The technical review includes
discussions with the outside contractors and the results of their internal
investigation. An outline of the plan and schedule for the investigation are
detailed in Attachment 1. . ‘

~TECHN NVESTIGAT

The IAD is conducting an independent audit of the nontechnical issues of this
incident. This audit will determine how alleged irregularities with the
supplier audit program, if true, were able to occur and continue uncorrected.
This will include all phases of contract administration and related activities
from vendor qualification, bid, award, execution administration, contract
compliance and settlements to date. The audit will encompass an examination
of the business relationship between PG&E and its outside contractors and
their personnel. The tentative scope of this audit will cover the period 1987
through the current date. Pertinent contract documents and invoices will be
examined. Selected personnel from both PG&E and consultants will be
interviewed. The consultants®' offices will be visited to examine their
records as well as to interview pertinent personnel. Attachment 2 details the
plan and schedule for this audit. :

INVESTIGATION COORDINATION

PGLE's President has appointed a special investigation coordinator to provide
an effective interface between the TRG and the IAD audit team. This
coordinator will provide an integrated assessment of the results of these two
efforts to the President. The scope of the IAD audit is of sufficient breadth
to uncover issues beyond the scope of the technical investigation by the TRG.
Any issue identified which could potentially affect the quality program in
general will be evaluated by the special investigation coordinator and
recommendations for resolution will be made to the President. If warranted,
external resources will be used to make further evaluations and
recomméndations regarding any identified weaknesses or deficiencies in the
quality assurance program.
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SUMMARY
PGAE has initiated comprehensive investigative efforts to fully assess the
adequacy of the vendor audit and quality assurance program in general and its
fmplications including the results of investigations conducted by the
contractor's organization. PGLE will thoroughly review and evaluate these and
any other issues which arise through the investigations. .
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suppliers (suppliers who have not provided installed
equipment/services) that were audited by contractors
to verify acceptability of qualification; evaluate the
adequacy of PG&E's audit program in general; assess
the adequacy of PG&E's vendor audit program in general
as performed by PG&E and its contractors.
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ENCLOSURE 2
S
. Attachment 1
| TECHNICAL INVESTIGATION QUTLINE
Actual/Projected
Time Frames ,
.1989 Work Outline
06/29 PGLE QA Manager informed of potentially inadequate
audits performed by a contract auditor based on
previous audits 872085 of Si1zer Bingham; 87148S and
88232S of Pacific and Worthington Pump; and 88012S of
ITT Barton not identifying critical inadequacies in
the suppliers QA program. w
07/04 . Performed review of suspect audit reports and comparéd
them with latest audits of Sulzer Bingham (88244S);
Pacific and Worthington Pump (89103S) and ITT Barton
| (89129S). |
07/07 Initiated Nonconformance Report DCO-89-QA-NOO7 to |
investigate and resolve this concern. Contractor ‘
senior management contacted and advised of this |
concern. i
07/1 Held first TRG meeting.
07/11 -~ 07/24 Reviewed audit files to determine scope of problem.
07/25 Met with NRC Region V/OI
07/26 Held second TRG meeting.
07/28 - 08/03 Verified the qualification status of supplier§ who
provided equipment/materials installed at DCPP, that
vere audited by contractors.
07/31 and 08/02 - Met with senfor representatives of outside contractor.
08/04 - 08/05 Held third TRG meeting. |
08/05 Issued JCO. ‘
08/05 ' . Met with senior representatives of outside contractor
| to discuss contractor's report.
08/07 - 08/31 Perform evaluation of audit reports of remaining






Actual/Projected
T?.ae Frames
1989

10/01
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ENCLOSURE 2
Attachment 1 (Continued)
TECHNICAL INVESTIGATION NE

Hork Qutline

Review and evaluate the results of the IAD report that
are pertinent to the technical investigation.

Identify root causes and any contributing causes.and
schedule all necessary corrective actions.
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ENCLOSURE 2
Attachment 2

INTERNAL AUDITING DEPARTMENT

N

Kork Qutline

ActuallProJecteJ
Time Frames
1989
07/28 - 08/04
07/31
07/31 - 08/1
08/07 - 08/11
08/14 - 08/18
08/11 - 08/18
08/01 - 08/18
08/21 - 09/08
09/15

Perform preliminary work.

° Collect and review vendor contracts,
{nvoices, and related files.

° Obtain contractor concurrence of dates of
IAD's review of their records.

Review expense reports of QA employees involved
with vendors.

Determine location of contractor records.
Prepare and submit preliminary document requests
to contractor for audit-related records.

Review QA contract files, correspondence, and
procedures for 1nd1cations of favoritism or
questionable situations.

Interview PG&E employees and former employees, as
necessary, to clarify concerns and gather
detailed information.

Interview contractor employees and former
employees, as necessary, to clarify concerns and
gather detailed information.

Perform audits in the offices of contractor (and
other contractors as appropriate) for compliance with
the contract and to provide assurance that PG&E
employees involved in the administration of the
contract have carried out their responsibilities in
conformity with the Company's policies.

Prepare draft audit report for the special

JAnvestigation coordinator to incorporate in NPG's

response to the NRC.

Note: The above time frames are subject to change if more than the expected
number of {ndividuals are interviewed, audits of additional contractors
are necessary, contractor records are found to be in more than two
locations, the condition and accessibility of these records are below
the normal standards expected, and/or additions to the audit scope are ,
deemed necessary by IAD and/or NPG management.
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ENCLOSURE 3

L
NRC Request:

3. Your determination of reportability and generic
applicability of the concerns. ’

PG&E Response:
DETERMINATION OF REPORTABILITY

As discussed in the previous enclosures, the potential deficiencies of
inadequate supplier audits have been evaluated for their impact upon safe .
operation of Units 1 and 2 of the Diablo Canyon Power Plant (DCPP). PG&E has.
performed a technical evaluation of these concerns and determined that any
discrepant material identified to be fnstalled at DCPP during the period of
question did not have any adverse impact upon operation. A similar evaluation
had already been performed to support a previous Part 21 notification
involving the concern with the ASH pump impellers. This previous Part 21
notification (PG&E Letter DCL-88-255, dated October 26, 1988) forwarded

LER 1-88-029-00 which concluded that the discrepant impellers did not have an
adverse impact upon DCPP operation. The NRC performed a technical review of
this notification (NRC memorandum dated February 24, 1989 from C.-Y. Cheng to
C. H. Berlinger) and found PG&E's actions to be adequate. In particular, PG&E
JCO 89-18 (Enclosure 1 of this letter) provides a further safety analysis and
a 50.59 evaluation, which also conclude that these issues do not create an
unreviewed safety question and will not adversely affect the public health and
safety. Consequently, PGRE is confident that the issues raised in the July 27
Region V letter do not involve a substantial safety hazard at DCPP.

Based on the investigations to date, PGXE has concluded that these fssues do
not have any generic applicability and do not constitute a defect or
noncompliance under Part 21. PG&E is continuing its investigations and the
results of these fnvestigations will be furnished to Region V as additional
information to this initial response pursuvant to 10 CFR 50.54.

The following is PGXE's assessment of reportability.

ASSESSMENT OF REPORTABILITY

As referenced above, PGAE has submitted a previous Part 21 notification, dated
October 26, 1988, which forwarded LER 1-88-029-00 for Diablo Canyon Units 1
and 2. That notification fdentified the root cause to be that the vendor,
Sulzer Bingham, failed to provide the impeller as specified in procurement
documents due to deficiencies regarding the contractor's control of special
processes and suppliers of special processes. As discussed in that
notification, PGAE's corrective actions included continuing to investigate
this problem, and plans to supplement that notification when PGRE's
fnvestigation and determination of further corrective actions are completed,
including the identification of any further significant information. Further,
PG&E also removed the vendor from the qualified suppliers 1ist, pending
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résolution of deficiencies identified by QA audit 88244S and documented
evidence of deviation from purchase specifications on items that require
special processes.

As noted in Enclosure 1, one of the examples leading to the potential concern
of 1nadequate supplier audits involv’ ng failures to implement portions of the
supplier's QA program was Sulzer Bingham. As part of PGLE's ongoing
investigations of Sulzer Bingham and concerns resulting from the October 1988
Part 21 notification, 1t was found that Audit 88244S identified deficiencies
that a previous Audit, 872085, failed to find. These deficiencies included
(1) failure to use the ASME Sect1on III QA program and (2) substitution of
materials contrary tc¢ the requirements of purchase orders. However, as
documented in the Ocober 1988 notification and as discussed above, these
deficiencies do not constitute a safety concern. Further, with respect to the
matter of inadequate audits, PGE believes that reasonable audit/supervision
mechanisms at other utilities should preclude similar occurrences; therefore,
this matter would not have generic appiicability. Consequently, PG&E has
concluded these issues do not involve a reportable event. HNevertheless, as
stated in LER 1-88-029-00, additional information regarding these issues, as
well as PGAE's continued investigations and evaluations into this matter, will
be documented in a supplement to that LER. That supplement will also be
provigedbas additional information to this initial 10 CFR 50. 54(f) response as
stated above.

Additionally, PG&E has shared potentially deficient audit reports with other
parties. PG&E will immediately notify them of the potentially deficient audit
reports. Further, PG&E has determined that parts delivered to DCPP from
potentially affected vendors have not been provided to other parties by PG&E.

Finally, PG&E did find suppliers that either did not have a QA program that
complied with 10 CFR 50 Appendix B or failed to implement that program for
supplying non-code safety-related parts. However, these issues have been
previously identified by the nuclear industry and confirmed with NRC IN 88-35
and IN 88-95 and, consequently, are not reportable by PG&E under 10 CFR 21.
PG&E will, however, continue its investigations to address the issues raised

in these notices and will inform Region V of any significant developments.

28115/0071K -2~






