NRC INSPECTION MANUAL RVI B

MANUAL CHAPTER 2700

VENDOR | NSPECTI ON PROGRAM

2700-01 PURPOSE

To establish general requirenents for the reviewand i nspection by
t he Vendor | nspection Branch (VI B) of nucl ear steamsystemsuppliers
(NSSSs), architect engineering (AE) firms, suppliers of products

and/ or services, independent testing |aboratories performng
equi pnment qualification tests, and holders of NRC |icenses
(construction permt holders and operating licenses) in ven-

dor-rel ated areas.

2700-02  OBJECTI VES

02.01 To obtain sufficient information through inspection
activities at vendor and l|licensee/applicant facilities to assure
that root causes of reported vendor related problens are being
identified and suitable corrective actions are devel oped and
i npl enent ed.

02. 02 To determ ne that vendors are conplying with applicable
NRC and industry requirenents, that |icensees/applicants are
adequat el y over seei ng vendors, and t hat sufficient interfaces exi st
bet ween | i censees/applicants and vendors.

02. 03 To determ ne that |icensees and/or vendors have effec-
tively inplemented a commercial grade dedication program for
safety-rel ated parts.

02. 04 To assure that |icensees and construction permt hol ders
are inplenmenting their responsibility for the adequacy of vendor
products for service in nuclear plants comensurate with their
safety i nportance.

02. 05 To inform industry/vendors of instances involving
subst andard, suspected counterfeit, or fraudul ently marketed vendor
products and to gather information in order to provide tinely
information to |licensees and ot her users.

02. 06 To assure that fraudul ently marketed products are traced

to their source and that licensees are informed so that the
fraudul ent products can be renoved from use or possible use.
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02. 07 To i nformot her Federal agencies of appropriate matters
i nvol vi ng substandard vendor products.

02. 08 To assure that |icensees/applicants progranms and their
vendors, as applicable, have an effective system for reporting
defects under 10 CFR Part 21, 10 CFR Part 50.73, and 10 CFR Part
50. 55(e).
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02. 09 To assure that foll ow up and resol ution of allegations,
Part 21 reports, and |icensee event reports (LERs) assigned to the
VI B are acconplished in a tinely manner.

02.10 To provide technical assistance to other NRC offices or
gover nment agenci es.

2700- 03 DEFI NI TI ONS

03.01 Counterfeit or Fraudulently Marketed Itenms. Itens that
are deliberately manufactured or altered in such a way as to
m srepresent the actual quality of theitemwith intent to defraud
or deceive the purchaser.

03. 02 Unresolved Item Any inspectionresult that requires nore
information in order to determne that it is an acceptable itemor
whet her a viol ation or nonconformance nay exi st.

03.03 Nonconf or mance. Any vendor inspection result determ ned
to not conply with applicable conmmtnents nmade to a |icensee.
Specific industry codes and standards, conpany quality assurance
(@A) manual sections, or operating procedures establishedto address
i censee requirenents are exanpl es of conm tnents that may be cited
when identifying nonconformnces.

03. 04 Potential Enforcenent Finding. An apparent violation of
a specific regulatory requirenent or a deviation from specific
commtnent by alicensee. Apotential enforcenent finding (PEF) is
generally identified in VIB inspection reports or licensees, in
whi ch case, the PEF supporting information and a recommended cour se
of action are forwarded to the appropriate regional office for
di sposition and enforcenent determ nation.

03. 05 Violation. Any inspection result determned to be in
vi ol ati on of Federal regulations (such as 10 CFR Part 21) that are
applicable to the organi zati on bei ng i nspected.

03. 06 Vendor . Any supplier of products such as material,
equi pment, conponents, or services to be used in an NRC-licensed
facility or activity. 1In certain cases the supplier may be an NRC

licensee (e.qg., a nuclear fuel fabricator) or the product may have
NRC certificates (e.g., a transportation cask).

03. 07 Reacti ve Vendor I nspection. Inspections perfornedfor the
purpose of obtaining additional information and/or verifying
adequat e corrective actions on reported problens or deficiencies
i nvol vi ng vendor supplied products or services. Reactive inspec-
tions are typically perforned by the VIBin response to a specific
probl emidentified by any group wi t hi n t he NRC (i ncl udi ng headquar -
ters, the regional offices, or the VIB), or in response to
al l egations or other identified problens (e.g., Part 21 reports)
from out si de sources.

03. 08 Programmatic I nspection. |Inspections perfornmedtoverify
that a licensee's or a vendor's docunented QA program is in
conformance with 10 CFR Part 50, Appendi x B, and ot her applicable
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requirenments and that thelicensee's prograns are being effectively
i npl enent ed.

03. 09 Announced | nspection. The |icensee/vendor or any nenber
of the licensee/ vendor organi zationis notified by the inspector or
any nenber of the NRC staff that an inspection is to be conducted.
The announcenent may be made by a witten comuni cation, tel ephone
call (fromhone, office, or notel) or ot her communi cati on i nformn ng
any nmenber of the |licensee/vendor organi zation that an i nspection
may or wll take place at a specific tine or date.

03. 10 Unannounced | nspection. The licensee/vendor or any nmenber
of thelicensee/vendor organi zationis not notified by theinspector
or any nenber of the NRC staff until the inspector arrives at the
|icensee' s/vendor's facility or at the site where the i nspectionis
to be conducted.

2700- 04 RESPONSI Bl LI TI ES AND AUTHORI Tl ES

04.01 Director, Ofice of Nuclear Reactor Requl ation

a. Overall direction of program devel opnent.

b. Overall direction of the assessnent of inplenentation of the
establ i shed vendor inspection program

04. 02 Director, Division of Reactor Inspection and Saf equards

a. Admnistration and control of vendor inspection program
devel opnent, revision, and inplenentation.

b. Admnistration and control of the assessnent and ef f ecti veness
of the vendor program

04. 03 Chi ef , Vendor | nspection Branch

a. Devel opnent of the vendor inspection program
b. Inplenmentation of the vendor inspection program
c. Assessnent of the vendor inspection program

04. 04 Vendor | nspection Branch. The Vendor Inspection Branch
is responsible for i nplenmentation of the vendor inspection program
at vendor - owned, and vendor-operated facilities and at sites where
vendor - suppl i ed conponents are used or stored. Inaddition, the VIB
may al so inspect certain |licensee activities.

The VIB, as well as the regions, inspects the interface between
| i censees and vendors and | i censee procurenent activities as a neans
of evaluating the |icensee's performance with respect to oversi ght
and control of vendor-related activities. The |icensee/ vendor
interface inspection will review the |icensee's program for
receiving service informati on on purchased itens fromvendors and
how that information is being distributed, evaluated, and acted
upon.
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The VI B provides assistance to other branches in NRR in resol ving
t echni cal i ssues by comrenti ng on appropri at e enf orcenent acti on and
by conducting inspections. The VIB also coments on escal at ed
enforcenent actions with respect to the |icensee' s equipnent
qualification program The VIB al so provi des techni cal assi stance
to the Ofice of Investigation (O) on matters relating to vendor
activities.

The VIB notifies the appropriate Regional office and NRR Project
Manager upon identification of a plant specific problemthat may
require pronpt followp by Regional and/or |icensee personnel.

2700- 05 BASI C REQUI REMENTS

05.01 To determ ne the adequacy of the |icensee' s/vendor's QA
programand its i nplenentationrelative to 10 CFR Part 50, Appendi x
B, and ot her applicable industry standards and codes.

05. 02 To determ ne the adequacy of the |icensee's/vendor's
procedure andits inplenmentationrelativetothe requirenents of 10
CFR Part 21.

05. 03 To det ermi ne whet her the | i censee/ vendor i s appropriately
utilizing industry codes and standards, e.g., the ASME Boil er and
Pressure Vessel Code and | EEE St andards.

2700-06  CGENERAL POLICI ES

06. 01 Vendor Sel ection. The sel ection of vendors for i nspection
i s based on the significance to safety of the equi pnent or services
provi ded, the frequency and significance to safety of problens
identified with vendor-supplied equi pnment or services, the nunber
of licensees affected by the problemidentified, the performnce
hi story of a vendor, and other information received by VIB from
al l egations, Part 21 reports, LERs, and other NRC organi zati ons.

06. 02 Li censee Sel ection. The selection of |icensees for
i nspection is based on peri odi c vendor programrevi ewrequests from
the regions, the frequency and significance to safety of potenti al

vendor interface issues identified through inspections at vendor
facilities, and potential procurenent probl ens. Licensee selection
is coordinated with the applicable regional office and the NRR
projects staff utilizing the Master I nspection Plan (M P) process.

06. 03 | nspection Enphasis. Vendor inspection enphasis is
primarily related to followup on reported problens and design
activities, examnation of theinplenentationof |icensee and vendor
procurenent progranms, and the licensee's interface and action in
response to vendor information. The intent of the inspections is
to ensure that the vendor or the |icensee has determ ned the root
cause of problens. The inspections also determ ne that suitable
corrective action is being or has been devel oped, desi gn packages
are technically accurate, and |icensees are receiving vendor
information and using it appropriately. I nspection of certain
progranmmati c aspects of vendor and | i censee prograns i s appropri ate
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to the extent necessary to ensure that procedures are in place to
identify, evaluate, and act on potential or identified problens,
actionis takento prevent recurrence, and adequat e control of other
activities, such as design, is exercised. The principal thrust of
the inspection is to review the technical aspects of vendor
activities and programi npl enentati on. However, the VIBeffort does
not replace the licensee's responsibility to performthorough and
adequat e i nspections of their vendors/suppliers.

06. 04 | nspection Plans. |nspection plans are required for al
i nspections. The |l ead i nspector is responsible for preparation of
the inspection plan. I nspection plans are approved by the

appropriate section chief and inspection team nenbers before the
i nspectioninaccordancewththe M P (when applicable). The extent
and detail of the inspection plan varies wwth the type, I ength, and
conpl exity of each i nspection. Inspections of |icensee activities
are coordinated with the NRR Project Manager and appropriate
Regi onal Divisions of Reactor Projects and Reactor Safety.

06. 05 Coordi nati on Wth Headquarters Organi zati ons. Coordi na-
tion for evaluation and foll ow up of reported operating events is
mai nt ai ned through participation in the norning conference cal

bet ween t he Vendor | nspection Branch (VIB), the Generic Communi ca-
tions Branch (GCB), the Events Assessnent Branch (EAB), and the
O fice for Anal ysis and Eval uati on of Operational Data (AEQD). The
itens discussed are events reported in the norning report and
notifications nmade in accordance wth 10 CFR 50.72 (lImedi ate
notification requirenents for operating nuclear power reactors).

In addition, the VIB is routinely assigned responsibility for
resolution of issuesidentifiedby Part 21 reports and al | egati ons.
The VIB frequently participates in the NRR Al | egati on Revi ew Board
toreviewall egations involving vendor i ssues and to pl an or approve
t he course of action.

Many i nspections result infindings that arerelated to counterfeit
or fraudul ently supplied materials or services and i nplied suspi ci on
of internal wongdoing. These matters are referred to and
coordinated with the NRC O.

06. 06 Coordination Wth O her Federal Agencies. Coordination
w th ot her Federal agencies is necessary when VIB i nspections and
reviews identify vendor-supplied products that do not neet the
required standard or the product is suspected of being m srepre-
sented and there is information that suggests that the vendor has
suppl i ed products directly to other Federal agencies (such as DOD,
DOE, or NASA) or to industries regul ated by ot her Federal agenci es.
Al so, through i nteragency coordination, the VIB staff attenpts to
obtain simlar vendor information from other agencies that may
af fect the nucl ear industry.

06. 07 Devel opnent of Bulletins, Information Notices, and Generic
Letters. Devel opnent of bulletins, information notices and generic
letters to alert the nucl ear industry and others of vendor-rel ated
product/service deficienciesis theresponsibility of the VIB. VIB
prepares and coordinates these generic comunications with O,
Ofice of the General Council (OGC), the Regions, and other NRR
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techni cal branches as appropri ate and t hen forwards t he docunent to
the Divisi on of Qperational Events Assessnent (DOEA) for revi ewand
i ssue.

06. 08 Support to Reqgions Including Contractor Support. The VIB
provi des inspection support to the Regions by assisting in
I nspections of vendors and/or |icensees or by providing contract
consul t ant s.

2700-07  TYPES OF | NSPECTI ONS

The follow ng types of inspections are perforned by the Vendor
| nspection Branch. Appendix Alists all the inspection procedures
that are applicable to the vendor inspection programas descri bed
in this manual chapter

07.01 Service Organization Inspection. The inspection of AE
firms and NSSSs addresses identified problemareas and i nterfaces
with |icensees regarding procurenent of equi pnent, outage activi-
ties, and nodifications for plants. Inspection of conpanies that
supply techni cal services to an NSSS, an AE firm or an Engi neering
Service Oganization (ESO 1is performed on a simlar basis.
| nspection of |icensees that supply engineering services to other
utilities my be perforned by the VIB in conjunction with the
regional office in which the licensee is |located and other NRR
branches. The inspection of an NSSS, an AE firm or an ESO w | |
normally entail a detailed review of design activities and the
results of those activities by a nultidisciplineteamof techni cal
speci al i sts.

When an i nspection of an AE firm an NSSS, or an ESOis conduct ed,
in addition to the detailed review of design activities, the
ef fectiveness of inplenentation of the foll ow ng should generally
be determ ned:

a. Vendor confornmance with purchase requirenents when supplying
products or services for use in licensed facilities;

b. Vendor conformance with 10 CFR Part 21 requirenents;

c. Vendor conformance with other NRC rules and regul ations
inposed directly or indirectly throughlicensee requirenents;

d. The neans of notifying custoners of deviations or defects in
the vendor's products or services; and,

e. Vendor control and eval uati on of sub-vendor activities.

07.02 Conponent / Mat eri al Servi ce Suppl i er | nspecti on.
Deficiencies in the design, fabrication, or testing or other
deficiencies in equipnment with varying degrees of safety signifi-
cance and generic inpact result in reports from external sources
(i.e., norning report itenms and Part 21, Part 50.55(e), and Part
50. 72 reports) or frominspections and revi ews conducted by the VIB
or other NRC organi zational elenents. Sonme of these itens wl|
requireinspectionat thevendor'sfacilitiestodeterm nethe scope
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of the problemand to ensure that appropriate corrective actionis
taken. These inspections are usually reactive.

The inspection of conponent/material suppliers should generally
i ncl ude eval uation of the effectiveness of inplenentation of the
fol |l owi ng:

a. Vendor confornmance with purchase requirenents when suppl ying
products or services for use in licensed facilities;

b. Vendor conformance with 10 CFR Part 21 requirenents;

c. Vendor conformance w th ot her Comm ssi on rul es and regul ati ons
imposed directly or indirectly throughlicensee requirenents;

d. The neans of notifying custoners of deviations or defects in
the vendor's products or services; and

e. Vendor control and eval uati on of sub-vendor activities.

07.03 Nucl ear Power Pl ant Inspections. The vendor inspection
program includes conduct of inspections of |I|icensed nuclear
facilities. These inspections generally include eval uation of the
ef fectiveness of inplenentation of:

a. Actions taken by the |icensee when notified by vendors of
defects in products;

b. Actions taken by thelicenseeonnattersidentifiedbythe NRC
t hrough bul l etins, information notices, and generic letters,
and matters invol ving vendors and their procurenent activi-
ties, or dedication programactivities;

c. Actions taken by the |licensee on vendor recomrendati ons for
operati on and nai ntenance of equi pnent;

d. Procurenent and dedi cation prograns for safety-relateditens
and for conmmercial-grade products that are subsequently
upgraded for safety-related application;

e. Inplenentation of Comm ssion rules and regul ati ons i nposed
directly or indirectly through licensee requirenments and
comm tments; and

f. Inplenentation of Comm ssion regulations in 10 CFR Part 21
requiring deviations to be identified, evaluated, and
reported, as appropriate.

2700-08 | NSPECTI ON REPORTS

08.01 Reports of vendors i nspected will be i ssued by t he Vendor
| nspection Branch as required by M 0610. In addition to the
standard di stri bution, copi es of vendor i nspectionreports will al so
be provided to the Ofice of Enforcenent, the NRR Division of
Engi neeri ng Technol ogy, the NRRDi vi si on of Systens Technol ogy, the
O fice of Nuclear Material Safety and Saf eguards (NVSS), and ot her
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NRC or gani zati ons, as appropriate. Reports that identify Level 11
vi ol ation(s) or potential enforcenent finding(s) i naccordancewth
t he Enforcenent Manual will also be distributed to the Ofice of
Enforcenment and require coordination with the Ofice of the
Executive Director for Operations. Severity Level Il violations
are to be signed by the Division Director.

08. 02 Reports on |licensees i nspected by the Vendor |nspection
Branch wi Il be issuedinaccordance withthe requirenents of M:-0610
and:

a. The reports will be approved by the Chief, Vendor |Inspection

Branch. The Director, DRIS will concur in the transmtta
letter.
b. A report nunmber wll be obtained using the NRR report

nunberi ng sequence.

c. The reports will be reviewed and approved by the appropriate
regional office.

d. The reports wll be transmtted to the l|icensee by the
applicable NRR Projects Division Director wwth copies to the
appl i cabl e Regi onal Adm ni strator.

f. The reports will identify potential enforcenent findings in
accordance with t he NRC Enf orcenent Policy. Enforcenent itens
identified during the course of a VIB inspection will be

coordinated with the appropriate Regional office. VIB w |
provi de support for the cl osure of theseitens as appropri ate.

g. A nenorandumw || be prepared by the VIB for signature of the
Director, DRIS, to the Director, Reactor Projects of the
appropriate regional office, reconmending the enforcenent
action to be taken, including adraft Notice of Violation and
associ ated recomended severity | evel (s).

h. A nmenorandumw || be provided by the VIBto the NRR projects
staff and the appropriate Regionw thinput for the Systematic
Assessnent of Licensee Performance (SALP) report for the areas
I nspect ed.

i. Reports concerning wongdoing areto betransmttedto O for
review and will be wi thheld pending O approval to rel ease.

j. The VIB provides the appropriate Region with a listing of
i nspection procedure(s) which were conpleted or partially
conpl eted during the inspection.

08. 03 The VIB is responsible for providing the manuscript for
publication of NUREG 0040 (the White Book), which is published
quarterly. The Wite Book contains copies of the VIB inspection
reports that are made public in the quarter for whichit is issued.
A selected list of pertinent bulletins and i nformation notices is
al so i ncl uded.
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END
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