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For The Cumissionera

Frun: Jaraes M. Taylor
! Executive Director for Operations

Subject NUMAkC INITIATIVES ON PROCURD01T

_ Purpose: To report to the Caanission on the status of the Nuclear Utility
Managenent and Resource Council's (IMMC's) initiatives on
general procurement practices, product acceptance, and
perfortrance-based supplier audits.

Backgrow d: On March 7,1990, the staff forwarded to the Ccaraission a paper,
" Inspection ard Enforcement Irdtiatives for Camercial-Grade
Procurertent and Dedication Programs" (SECY-90-76) . This paper
infomed the Camission of staff actions to defer prcgramatic
inspections of ourmercial-grade procurment ard dedication
programs while rtunitoring industry developtents, inprovments,
and initiatives in this program area. By mmurandum dated
April 11, 1990, the Office of the Secretary requested the staff
to provide additional infernation on the staf f actions and
initiatives of ! & ARC and the industry. In a separate paper
(SDCY-90-261) , the staff resporded to the Cammission request for
infornation on the staff's inu;pection and enforcwent actions.
This paper is a response to the Camdssion's request for
inforuation on the status of the initiatives by IM%RC and the
irdustry in this program area.

Discuraion: IM %RC Initiatives

In Septaber 1988, IM%RC forned the Nuclear Plant D;[uipuent
Procurment (IFEP) Working Group to address the need for
inprovments in procurment practices throughout the nuclear
11dustry. Sirce that time, the IRC staff atte2ded a nuuber of
ncetirgs with the !@EP Workilg Group to discuss the group's
activities urd to share IRC concerns and perspectives on the
problems identified in the areas of procurm ent, inspection,
testing, audit, aid dedication.

NOTE: TO BE l'.ADE PUBLICLY AVAILABLE
IN 10 40RKING DAYS FROM THEContacts: G . C wc,l u e , I G R

49-23221 DATE OF THIS PAPER
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The Cussaissioners -2-,,

The NPEP Working Group developed two industry initiativer that
support inprovunents to licensech' procuramsit progratas and
practices. The first initiative addresses liounsees' programs
for the dedication of ocumercial-grade itaas for use in
safety-related applications. This initiative directed utilities
to meet the guidance provided by the Electric Power Research
Institute (EPRI) in the guideline h==nt, '' Guidelines for the
Utilization of Caninercial<rade Items"for Nuclear Safety-Related
Applications (NCIG-07) .'' in March 1989, this initiative
received the approval of the NLDERC Board of Directors for
inpleentation by the utilities by Jarasary 1,1990. This
initiative encourages the licensees to make inprovments in
the process to dodicate ccamarcial-grade items for safety-
related application through a ocanbination of special tests and
inspections, surveys of suppliers, source verifications, and
product acceptance reviews. In March 1989, the lac also
conditionally endorsed this EPRI dement-in Genaric letter
89-02.

The second NPEP Working Group initiative, refened to as the
canprehensive procurment ildtiative, addresses five areas:
performance-basud audits; verification testiry or izuspections
(in addition to the standard receipt inspections)' to ensure the
quality aid performance capability of purchased ites;
alternatives for the replacment of. obsolete.itmu.; the sharing

.

of vendor audit infontution through joint audit forums; and
general inprovements in procurwent practices with appropriate
engineering involvtxant and support. A NLIGRC docunent
containing a nore detailed discussion of the initiatives on-
the dedication of ocumercial-grade itms a44 the ocuprehensive
procurment initiative is enclosed. We NLAGRC initiative
provides inprovments in procurenent programs for future
procurment and dedication programs to acet the quality
requirments specified in Appendix B to 10 CFR Part 50. Because
the lu mRC initiative is silent on previous procurment
activities, NRC inspection firdings on corrective actions and
examinations of past practices will be provided in a generic
letter which is under developnent by the staff and is discussed
below.

On June 28, 1990, the NtRRRC Board of Directors approved
the ocoprehensive procurement initiative. The Nt.1%RC action -
requires the licensees to review, assess and develop
inprovments in their procurement programs to fully implenrmt
the conprehensive procurenent initiative by July 1,1992.

I
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IRC Actions
,

i

With the erdorsment by lORRC of the two procurenent initia- I
tives, NRC staff will corduct assesments at selected

licensecs' facilities to review their inplementation of inproved |
dedication programs ard to assess the inprovanents made in the
area covered by the licensees' ocuprehensive procurement-

.initiative program. Each assessment will be Ste==nted in a {publicly available report. The staff plans to report the
results of these assessnents to the Conmission in January 1992. }
These assessmaats wa.11 be carriud out during the pause in

_

'

programratic inspection and enforoenent activities (SDCY-90-261) . '

In SECY-90-57 and -90-76, the Cmmissicn was infornal that the
staff would nunitor improvments unde by the industry in their i

procurement and dedication prograns, that the staff would meet
with licensees to discuss gereral coaoerns in this progran area, i

ard that the staff would consider whether addititaal regulatory ,

guidance is needed to clarify the position ard expectations of
the IRC in this program area. By neans of site asseshnents and
meet.irgs with individual licensocs, the tac staff will assess ;

the licensee program inplenentation of the initiar.1ves aid the
overall inplarentation of specific procurment/ dedication i
program inprovenents.

Irdustry neetings and workshops provide a very effective forum
for IRC ard licensees to discuss issues, problems, and positions. ';.

Since May 1990, the staff has participated in the following,

sessions, presentations, and neetings with licensees and thec
I industry:

.

May 1990 - 1RC Regulatory Infor mtion Confere2ce
May 1990 - Operations Quality Assurance Spring 1990 Conference
June 1990 - Anerican Nuclear Society Annual Meeting *

June 1990 - Region I Licensee Conference
l June 1990 - Region III Liceisee Conference*

1 ,

| In addition, in September 1990, the staff will participate in j
| procurement and nuterials nanagenent panels with the American
|- Society for Quality Control, and also in a combired corderarce
|: of the Anerican Society of Mechanical Engineers and the American

,
'

Nuclear Society. The staff is also considering other workshops
aid pancis with IDARC and the industt'y. - !

1
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W e Ca missioners -4-
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We' staff will develop a generic letter which endorses the
NWARC initiatives to inprove licensee's procurement and
dedication programs in order to muet the quality requirements
specified in Apperdix B of 10 CPR Part 50. W generic letter
will also provide information on significant problems in those
areas identified during previous NRC inspections. The staff
provided a copy of an early version of_ the generic letter
to NGWRC for conment, plhoed a copy in the Public W=nt
Rocan, and has discussed this &c~nt e>.tensively during the
nwetings listed herein. The staff is finalizirs the generic
letter based upon ocranents received and internal reviews.

The staff believes that the understandire and inplemontation by
licensues in this program area will improve because of the
licensees' ccomitment to, endorsuent of, and inplementation of
NORRC initiatives. The NRC wil' nonitor licenhees' prugress and
inprovumnts in procurunent and dedication programs during the
pause in prograrmaatic inspection and enforcemnt initiatives.
The staff will resume inspection of licensee programs-to verify
ccatpliance with Appendix B to 10 CFR Part 50 at an appropriate
tino followise licensees' inplanentation of the NG%RC
initiatives.

Coordinations The Office of the General Counsel has reviewed this paper and
has no legal objection.

/
bD ~

J tus M. Tay
ocutive Di ector
for Operations

D closures Nuclear Procurement Program Inprovanents
(NGERC paper dated June 28, 1990)

DISTRIBUTION:
Commissioners
OGC
OIG
LSS
GPA
REGIONAL OFFICES

'EDO
ACRS
ACIM
ASLDP
ASLAP
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4

..

|



'

. .
. ,

-
,

,

q.i

,. .

a

NUCLEAR PROCURENENT PROGRu IMPRovtMENTs

INTRODUCTION

.

The NUMARC Nuclear Plant Equipment Procurement (NPEP) Working Group was formed

in September 1988, at the direction of the NUMARC Board of Directors, to '

address the need for general improvements to industry procurement practices.

The Working Group provided a forum for unified industry discussion and

interaction with the NRC on concerns relating to industry procurement

activities. The specific goals of the Working Group were:

i

1) . Review utility procurement practices and consider what' changes may-

be necessary to minimize the impact of fraudulent activities by
;

suppliers to the industry.

!

2) Develop and recommend long tem resolution to industry and NRC
,

concerns relating to procurement activities. ;

l

3) Develop industry guidance as necessary to achieve implementation
,

of the resolution, and propose appropriate industry initiatives
i

for consideration by the NUMARC Board of Directors.

,

1
6/28/90
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The Working Group reviewed existing procurement activities and identified

alements for potential improvement. The Working Group has now finalized their j
determination of which improvements should be effected through the NUMARC

industry initiative process. This paper describes the total set of

improvements and provides information necessary for utilit.y impicmentation of I

the industry initiatives.'

i
|

WORKING SROUP CONSIDERATIONS j
i
l

l
At the outset, the Working Group developed a discussion paper, ' Nuclear j

q
Procurement locues," which described elements of the procurement process under -i

>

consideration for potential improvements. These included vendor audits, j

receipt inspection, dedication of commercial grade items, obsolescence, fraud t

detection, information exchange, and general procurement. The ' Nuclear

Procurement Issues" paper was provided to both the industry and NRC. The key

considerations of the Working Group were that:
;

1) 10 CFR 50 Appendix B was intended to ensure quality products through

good feith cooperation between suppliers and utilities, and was not

intended to address potentially fraudulent practices.

,

2) In order to minimize fraud, more emphasis should be placed on

technical verification of product quality, rather than relying solely on

documentation reviews. Increased engineering involvement in the front

end of the procurement process will generally be needed to accomplish

this.

2 6/28/90
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l
3) Improvements to the overall procurement process, along with 1

increased awareness of the potential for fraud, provide the most

effective mechanisms to counter fraud. Changes to regulations and {

standards to explicitly address fraud are unlikely to be effective,
;

since fraud can perpetrate under any system of controls. !
,

4) The existing system of regulations and standards provide an

eTfective foundation for procurement activities and need not be replaced

or significantly altered. Rather, industry guideline documents should

be developed to provide the necessary improvements to existing practices l

; and to address those elements of existing procurement programs needing
|

additional emphasis and consistency.

| NRC Concerns relative to ingress of potentially fraudulent and substandard
1

parts into safety related nuclear plant appilcations led to publication, in

March 1989, of an Advanced Notice of Proposed Rulemaking (ANPR), a preliminary |_

| step towards changing the regulations which affect procurement activities.

The industry response to this ANPR, developed in coordination with the Working !
V

|Group, noted that self-initiated actions on the part of industry can provide

more effective and timely improvements than would be brought about by revised i
'

|
regulations. In addition to the concerns relative to fraudulent activities,

L

. other factors such as the diminishug number of nuclear suppliers, and

increased obsolescence of insta11ef items, contributed to the need for.

industry to consider changes to the procurement process. i

|

3 6/28/90
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The Working Group has considered each of the areas described in the ' Nuclear. ;

Procurement Issues" discussion paper, and has formulated two industry
;

initiatives which encompass overall improvements to procurement practices.

The first initiative, which addresses dedication of commercial grade items for

use in nuclear safety related applications, was approved by the NUMARC Board

of Directors in March 1989. The second initiative, the comprehensive i

procurement initiative, has been recommended to the NUMARC Joard of Directors. .

for consideration, and covers the remaining areas of improvements considered

!necessarf. These include vendor audits, tests and/or inspections, information -

'sharing, and e neral procurement considerations. The improvements delineated

in the comprehensivs initiative are intended to apply to the purchase of items '

for safety-related applications. The comprehensive initiative itself is brief

and refers io this paper for a description of the improvements. .

It should be noted that the improvements described in this paper are base'd on

existing utility practices. For many utilities,.it is not expected that -'

implementation of these improvements would result in major revisions to

organizational structures or existing programs. However, one central element '

which has been identified is the need for more engineering involvement in the f

'procurement process, to support activities such as performance based audits

and tests or inspections of procured items. The magnitude of these additional

resources can be mitigated through the use of joint utility activities, such

as chared vendor audits. Further detail on this involvement is discussed in
>

,

the guf V n ne documents referenced in this paper. It should be noted that

long term benefits are expected to be derived from the improvements which-

would help compensate for the addit'.onal resource requirements. These

4 6/28/9,
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| benefits include an overall. increase in quality of procured items,. as well~ as . .;

a reduced potential! foricostly future efforts to locate and assess'saf ety- f
"

,

. significance;of installed items which are suspected to be potentially

substanjard (e.g., NRC Bulletins 88-05 and:8810).
,

.

'

INITIATIVE ON THE DEDICATION OF COMMERCIAL GRADE'!TEMS
'

;

e

- A significant step towards minimizing the potential for fraudulent or
'

,
substandard products is improvement in utility practices for dedication of j,

. commercial' grade parts for nuclear safety related use. Use of commercial -|
'

Igrade parts'has become increasingly common due to diminishing numbers of

suppliers of safety grade items. 'In March 1989, the NUMARC Board of Directors 1,

adopted an initiative calling for utilities to review and, if necessary,
.

develop or upgrade current programs to meet the intent of the' guidance
-|

,

\
h

. -provided in an EPRI guideline document, EPRI NP-5652, Guideline for the . .
,

.
.t

j Utilization of Commercial Grade Items in Nuclear Safety Related Ano11 cations

( (NCIG-07f. This review-and development was to be accomplished by January 1,.!

'

-1990. In July 198911ndustry workshops'were held by NUMARC to provide

D information.and discussion relative to the' initiative. The guideline document i

provides four. methods for dedicating-commercial. grade items:
;

.

1. Special tests and inspections"

2. Commercial grade survey of upplier

i 3. - Source verification
'

4. Acceptable supplier / item perfomance record
.

m !
<

t

5. 6/28/90
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h; LThis guideline focuses on understanding and| verifying'an item's critical. iy

[ characteristics to provide a basis for product acceptance. .NRC Generic-Letter j

N 89-02,1'ssued in Narch 1989, conditionally endorsed the EPRI cocument.
~

.: .

+ ,
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FORWARD LOOKING NATURE OF INITIATIVES U

*

\
,

, ..

. .

.edication of commercial grade items, as well'-
4

- With regard to the initiativt
,

'";

,y 'a's the comprehensive procurement initiative described below...it is intended. '
.

that the program improvements described therein be.. implemented following the>

h, ' dates stated in the initiatives. It is not Intended that the improved methods

I 'be backfit to procurement activities occurring prior.to the stated I

implementation dates. The initiatives are intended to.be " forward looking " '?

'NUMARC's letter to the Board of Directors, dated December 26, 1989, stressed <

' this point relative to the initiative on dedication of commercial ~ grade items. -
,

The fact that a utility chooses to make improvements in its current; programs'g
-

t
1 'in;accordance with the commercial grade item initiative and/or the ;

a
L comprehensive' procurement initiative does not'necessarily indicate previous

ogrammatic deficiencies nor suggest that previously: purchased . items;are
.

c

t

,. ..;ient. If a utility has' reason to believe that a technical deficiency
4

s ;ts relative to a specific item or items procured previous to the
f

-

Initiative implementation dates, this deficiency should'be investigated, and

methods as described in the initiatives may be of use to support this process. j
? ' However, general programmatic reviews of.past' procurement practices with-

trespect to the methods described in the initiatives are not warranted or ~

m
intended.

p
r

9
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- COMPREHEN51VE PROCUREMENT INITIATIVE

The comprehensive procurement initiative was approved by the NUMARC Board of ,

- Directors W June 1990. This initiative addresses the following areas, each

of which is addressed in subsequent sec'.1ons of this paper:
, ,

[!% '
.

*

Vendor Audits

Tests and/or Inspections l
*

Obsolescence

'Information Exchange

| General Procurement
| :

i
The comprehensive procurement initiative calls for utility review and f.,

! assessment of the improvements discussed in the following sections of this

paper by July 1,1991, and implementation' of the improvements into utility

L programs by July 1,1992.
qs

VENDOR AUDITS

Improved vendor audits provide one method of increased assurance against.the-

ingress of fraudulent or substandard parts. Program audits, which have been

standard practice for implementing Appendix B requirements, review i
1

administrative controls and interfaces to assess the adequacy of written

. Quality _ Assurance programs to industry standards and regulatory requirements.

These audits rely primarily on review of paperwork, while hardware, or
i

7 6/28/90'
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performance based, audits assess manufacturing process controls, design,'-

inspection and test activities.- A performance based audit generally involvest
'

the participation of individuals en the audit team who possess technical

expertise relative to the item being procured. -

L ;

Industry use of performance based audits, as appropriate, is called for _as-

part of the comprehensive procurement initiative. Use of performance based
'

audits is intended primarily for application to suppliers with approved

Appendix B programs; however, performance based elements could be considered

for commercial grade surveys or source verifications (Methods 2 and 3 of the <

CGI Guideline) to support procurement of commercial grade items. Improvements

in auditing can come from incorporation of performance based elements into the

audit process. Information applicable to performance based supplier audits ,
,

L'
can be found in' EPRI NP-6630, Guidelines For performance' Based Sunolier Audits

INCIG-16). The decision to use performance based audit methods is at the

discretion of the-utility or auditing organization and is based on a number of |

|-
i factors, including vendor history, item complexity and function, and the !

_

extent to which other verification methods (such as. receipt testing or post

-installation testing) would be performed. Generally, performance based audits

would| provide more value for more complex items, while simpler items will lend

themselves to tests and/or inspections, as described in the next Section.
1

This does not imply that one or the other of these methods must always be |
1:.

|i' used. Acceptance methods which do not rely on performance based audits or.
' tests and/or inspections may be appropriate, based on item function and vendor

| performance record.

8 6/28/90
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h ;lnitially, performance based elements would augment, rather than Teplace, ;

existing programatic audit methods. However, as the application of '

I performance based auo't becomes more widespread and experience'is gained, it
p-

| 1s expected that satisfactory results of a performance based audit will i

provide a basis to conclude that supplier quality assurance programs are

acceptable.
L

This comprehensive initiative also endorsas the concapt of joint audits and
'

,

sharing of audit information. Joint and shared audits provide for efficient' -

utilization of resources and availabilit'/ of appropriate technical expertise
t

| to support performance based audits. In this regard, NUMARC supported the
l

merger of the Nuclear Section of CASE (Coordinating Agency for Supplier

Evaluation) and NSQAC (Nuclear Supplier Quality Assurance Comittee) into a -

single nuclear utility joint audit group known as NVPIC (Nuclear Procurement

Issues Committee). NVPIC will continue the functions of both CASE (shared

audit results) and NSQAC (joint audits) and will additionally provide a forum

L for utility discussion of procurement audit issues and findings and for timely

! dissemination of information relative to audit findings. Utilities should
L

become aware of the functions of NVPIC and assess the benefits it provides to
!

support utility procurement programs. It is also recognized that other joint

audit groups (such as those of an equipment specific nature or affiliated with

an NSSS Owners Group) may be utilized as well.

|-
-

|

1

9 6/28/90
1 .'

|.

|:

1~. . - . - .-. . . _ - _ - -_ _ _ _ _ _ - _ _ _ _ _ - _ _ - - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _



'

3 , ,

*'.,

.

TESTS AND/0R INSPECTIONS

The experiences with fraudulent or substandard materials have resulted in an

increased need to consider appropriate post-receipt verification testing or

inspection to assure quality.and performance capability of purchased items.

These tests and/or inspections are in addition to the standard receipt

inspection and can include post installation functional testing. While' tests

and/or inspections can provide increased assurance of quality as well as a .

deterrent to fraudulent activities, it would be impractical to require

universal testing and/or inspection of all received items. Rather, this

testing and/or inspection should be viewed in the overall context of_ the>

procurement process, and the decision to perform testing and/or inspection

should be based on item function, safety significance, supplier history,
.

supply channels, and other factors. Tetts and/or inspections can support

procurement from Appendix B suppliers, or procurement of commercial grade

items in-accordance with Method 1 of the CGI Guideline document. Generally,

the availability of a performance based audit for a given supplier and product

should be considered in establishing the need for special tests and/or:

inspections, as the. performance based audit alone can provide the technical

assurance of product performance. However, absentfa performance based audit,

industry utilization of tests and/or inspections may be appropriate,

particularly when dealing with suppliers which are not either original,

equipment manufacturers (OEM) or distributors authorized by the OEM. For OEMs

or authorized distributors, the product and supply history-should be

considered in determining whether and to what-degree performance based audits

10 6/28/90
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'- or,. tests and/or insp4ctions should be used. The NPEP Working Group reviewed
,

and, endorsed sections of an EPRI document which provides guidance for tests
~

and/orinspections. As;part of this comprehensive procurement initiative, ;

utilities should consider this document, EPRI NP-6629, Guidelines for the

Procurement and Receiot of Items for Nuclear Power plants, as a useful

reference. Certain portions of this document addressing tests and/or !

inspections (as noted in the following paragraphs), should be implemented into

utility programs. The remaining information in the document should be

considered to support program improvements as necessary, but is'not required

to be implemented under the comprehensive industry initiative. While the i

primary purpose of the document is to provide information relative to tests
'' and/or inspections, it also provides information relative to other aspects of

procurement, such as the development of technical and quality requirements.
.

>

These provide a sound basis for item acceptance using testing or other

acceptance methods. This document provides information relative to the need

-for engineering involvement in the delineation of procurement requirements,
'?;, and in the planning of tests and the review of test results. Engineering

L involvement, particularly in' the front end of the procurement process, is a

central consideration in the improvement of procurement programs. The

;? document also provides guidelines for detection of potentially fraudulent er

substandard items, as well as potential test equipment considerations for the'

purposes of tests and/or inspections.

.

Utility implementation of this document under the comprehensive procurement

initiative involves the following:

11 6/28/90

1

. _ _ _ - . _ - _ _ _ _ _ _ - - _ _ . - - - _ - - . - . . . _ - . - - - . _ _ .
- - -



. __ , - .. .
. _ _ . , _ _ . _ _ _ . . .-

kN ' ,_ ,

'
'

,

t,
.

. - .1,q ,

. ' .

-

]' - 1. In-order to-improve utility practices'in.the~ area of tests and/or 1

inspections, the guidance contained in the following sections of the

document should be reviewed and assessed against existing utility '

,

>

programs:

1

4.4.2.2, " Receiving Inspection and Testing"~ ;i
>

g, 4.4.2.2.1, " Standard Receiving Inspection"

4.4.2.2.2, " Quality Control Receiving Inspection" l

) 4.4.2.3, " Post-Installation Testing" l

Appendices B, C, and D of the document provide additional supporting *

,

information with respect.to the above areas. Appendix B provides an 4-

.r.

example of a data sheet which could be used for the performance of tests jm

and/or inspections. Appendix D provides examples of test and. inspection -|,

l ' equipment that can be considered on an individual utility basis. Use of -

|: . the Appendix B data sheet, or use of the particular types of test

equipment listed in Appendix D, is di:cretionary, as these are. intended.
<

a

as examples only.

:
,

1

'

2. ' Appendix C of the document provides useful guidance to ass |tt in the *

ident1fication of potentially substandard or fraudulent items. iM s '

guidance is an important element of the overall procurement improvement h,

4- effort. This guidance should be applied to the purchase of all safety-

related items, and may be considered, at utility discretion, for
4

application to purchases of certain non safety-related items.
i

12 6/28/90 j
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n, ; 3.. The| sections.r.oted above provide guidance directly addressing the-

4 conduct of tests and/or inspections.- The remainder of Section 4 of the:

document, 'The Procurement Process," includes information addressing-

various other aspects of the proCJrement process.' This infomation

relates' to activities which support the proper conduct of tests and/or

inspections as well as the appropriate use of engineering involvement in-

the' procurement process. These are important areas, and this

information should be carefully considered. However, implementation of -

this information into utility programs is discretionary.- *=

4.- Section 5 of. the document, "Other Factors Affecting Quality." discusses

factors such as training 'ad communications within the utility. Use of

this information is also discretionary.
,

'h4

- CBSOLESCENCE
e

t

Obsolescence is another concern which is affecting procurement of replacement-

parts. When the need arises to replace an obsolete component, two methods

' have historically been available. The first method is to perform a technical:

evaluation to justify an alternative replacement, and, where necessary, to

utilize the design change process to effect the change. The.second method

' which has:been used'is to obtain a replacement item from the surplus market. '

The Working Group recognizes that- the surplus product market offers direct

savings in continuing the use of manufacturer's outdated designs while at the.

' I

13 6/28/90
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same time allowing end user utilities to sustain previously established design ,

approval. However, this surplus market has been a primary arena for''

_

,

fraudulent business practices . namely refurbishing surplus products for resale

.as new. An example of the impact of these practices is provided by recent

events relative to molded case circuit breakers' where some utilities were

purchasing outdated models. It is recommended that the first method above, i

using an alternative replacement and the design change process, should be

considered where practicable. If.the surplus market is used for the purchase

of replacement parts, appropriate caution must be employed. Establishment of .j
l

traceability to the original manufacturer, or performance of tests and i

inspections, as appropriate, is generally necessary to ensure product quality
1

.when dealing.in the surplus market. |
|

The NPEP Working Group reviewed a.n EPRI document-that provides informatio1 I
~1

relative to establishing technical requirements for replacement items, |

including like-for-like replacement, alternative replacement, and initial

procurement for modifications. This document, EPRI NP-6406, Guideline for .the

Technical Evaleation of Replacement Items in Nuclear Power Plants iNCIG 11),

is acknowledged by the Working Group as providing a sound process for at'

technical evaluation. Other existing utility processes have been identified
'

which may differ from the EPRI methodology, but which are technically sound.

Therefore, EPRI NP 6406 provides useful information, but industry usage of. !

: this document is not required as part of the comprehensive procurement'

initiative.
,

I
;

!
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The Working Group additionally reviewed an EPRI document that provides

information relative to preparing specifications. This document, EPRI NP-

6638, Guidelinas for Precarina Specti! cations for Nuclear Power Plants (NCIG- '
,

Dil, has been acknowledged by the Working Group as providing a useful source

of information to utilities in developing specifications for replacement <
~

items. As with the EPRI NP 6406 document above, this init1stive does not call'
L

for industry usage of the specification document, but rather acknowledges that

the information contained therein may be useful-as a source reference.

I

| INFORMATION EXCHANGE

|

Exchange of procurement information facilitates better utilization of utility
- resources, and piovides a mechanism for timely notification of potentially

,

substandard items and procurement audit experiences.
,

L ,

i
1

l: |

|- Several mechanisms are available to facilitate information exchange. The.

first is through joint audit organizations, which provide a forum for sharing:

,

of audit problems, findings, and exchange of general procurement information.
|

In addition, other information networks are currently in use for sharing of;

procurement and parts information.
L
i

The second major mechanism for information exchange is INPO Nuclear Network.

Utilities should use this industry computer network to exchange procurement

and quality-information. Two Network topics are available for this purpose.

A topic entitled " Parts and Materials Information Exchange" has recently been

established. The purpose of this topic is to facilitate the exchange of parts

15 6/28/90
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and materials-related'information. Typical uses-of this topic include
.

requests for availability of needed parts, exchange of information_regarding
~

methods of dedication of comoercial grade items, exchange of information-

regarding problems with. parts (e.g.,10 CFR Part 21 notices, vendor bulletins,

NRC informaticn), and exchange of other information relative to parts and

material s.- A Network topic also exists for the purpose of exchange of quality-

assurance information. The " Nuclear Quality Assurance Information Exchange"

topic may be used to exchange' information regarding quality assurance audit-
.

problems and results, vendor experiences, and exchange of other information

relative to quality assurance issues.

Information exchange through either of the above mechanisms must be of an

appropriate nature due to possible restraint of trade concerns. Objective,
,

factual information can be exchanged. Subjective assessments should be

avoided.

GENERAL PROCUREMENT-

Minor changes to several key aspects of general-procurement practices can be

significant in improving product quality and minimizing the impact of

fraudulent practices. The comprehensive procurement initiative addresses the

following additional areas of general procurement:

The participation of necessary engineering and other technical personnel in

the audit and inspection processes is important to assure the technical

16 6/28/90
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performance capability of purchased items. This commitment is implicit in

industry adoption of guidance in the above-referenced EPRI documents (or
,

Sections'thereof) addressing dedication of commercial grade items, procurement

and receipt, and performance based auditing. These documents offer

considerations for engineering involvement in various aspects of the

procurement process.

>

The decision as to which method will be used (and the extent of application) '

to provide the basis for product acceptance (e.g., performance based audit,

tests and/or inspections, traceability, or other basis) should, to the extent
L possible, be made at the front end of the procurement process,- and factored |

|

into the initial procurement requisitions and specifications, j

I
1

1

Items should be procured through normal supply channels where practicable.

This involves direct procurement and-shipment from the manufacturer or through
'I
'authorized distributors. . Items procured through other channels should be

treated with caution and should generally be subject to traceability to the

origina'i manufacturer or performance of tests and/or inspections as

appropriate. Items should be specified as "new"'on purchase orders, to-avoid
1 . :

| unwanted substitution of used or refurbished items. |

ADDITIONAL CONSIDERATIONS I

For either OEMs or suppliers authorized by the OEM with a proven performance
|

L record, implementation of the improved procurement methods discussed in this |

paper need not'be put into place until completion of the audit cycle which

| 17 6/28/90
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exists at the| time of implementation of the comprehensive procurement
'

initiative. In other words, existing audits or other documentation providing

: a basis for procurement from the above sources remain valid at the time of
. .

initiative implementation.

L Overall, these improvements should be considered as a whole, with the
i.

individual- areas of improvement, as discussed in this paper, applied as ;

necessary to procurement of a given item. It is not-intended that all of the

improved practices be applied universally to all purchased items. : Reasonable

assurance remains the key consideration in determining which methods should be

used for procurement of a given item, taking into account factors such as item

function, safety significance, and supplier history,

r

CONCLUSION
*

i

4

NUMARC believes the above improvements, implemented as a whole through the

industry initiative process, will provide significant improvement to the

procurement _ process, and will adequately address the problem of potentially I

fraudulent or substandard components. Implementation of these changes should,.

\ .

,

obviate the need for changes in the regulations at this time. Moreover, these

p self-initiated improvements should be implemented and the effects assessed
i prior to d u ermination of the need for any further industry action,

i

.=

l

!
j,
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