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Attached is the Office of the Inspector General’s audit report titled, Review of NRC’s
Significance Determination Process (SDP). This report reflects the results of our review to
determine whether SDP is achieving its objectives, staff clearly understand the process, and
staff are using the process in accordance with agency guidance.

NRC staff, licensees, and stakeholders view SDP as an improvement over NRC'’s previous
method for establishing the significance of inspection findings. While SDP is meeting its
objectives and agency staff are using SDP in accordance with guidance, additional refinements
are needed. Specifically, NRC should (1) develop an action plan to correct Phase 2 analysis
weaknesses or eliminate this portion of the SDP, because Phase 2 provides conservative
results that have been subsequently changed, is used infrequently, and adds cost and time to
the process; (2) discontinue the expenditure of about $1,050,000 remaining to develop Phase 2
until the action plan is completed, (3) provide guidance for using information from licensee risk
assessments in SDP evaluations; (4) take action to improve SDP timeliness; (5) improve its
web site to more fully inform the public; and (6) improve SDP training and guidance. These
refinements will help to ensure that SDP is implemented successfully.

This report makes 11 recommendations to help enhance SDP effectiveness.

The comments your office provided at a March 19, 2002, exit meeting and in your

August 13, 2002, written response to the draft report have been incorporated into the report,
where appropriate. Appendix D contains the written response in its entirety.

If you have any questions, please call Russ Irish at 415-5972 or me at 415-5915.
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EXECUTIVE SUMMARY

BACKGROUND
The United States Nuclear Regulatory Commission (NRC) regulates the Nation’'s
103 operating commercial nuclear power plants through its reactor oversight
program. NRC staff use inspection findings and performance indicators to
assess plant operations within a framework of seven “cornerstones” of safety. A
key feature of the inspection program is the significance determination process
(SDP).

SDP is a series of analytical steps that NRC staff use to evaluate inspection
findings. The process uses four colors — Green, White, Yellow, and Red — to
indicate the significance of inspection findings. NRC provides the public with the
results of its inspections and performance assessments on its web site and
through public meetings. SDP evaluations are generally specific to each
cornerstone of safety.

PURPOSE
The objectives of the audit were to determine whether (1) SDP is achieving
desired results, (2) NRC staff clearly understand it, and (3) NRC staff are using
SDP in accordance with agency guidance.

RESULTS IN BRIEF
NRC staff, licensees, and stakeholders view the significance determination
process as an improvement over NRC'’s previous method for establishing the
significance of inspection findings. While SDP is meeting its objectives and
agency staff are using SDP in accordance with guidance, additional refinements
are needed. Specifically, NRC should (1) develop an action plan to correct
Phase 2 analysis weaknesses or eliminate this portion of the SDP, because
Phase 2 provides conservative results that have been subsequently changed, is
used infrequently, and adds cost and time to the process; (2) discontinue the
expenditure of about $1,050,000 remaining to develop Phase 2 until the action
plan is completed, (3) provide guidance for using information from licensee risk
assessments in SDP evaluations; (4) take action to improve SDP timeliness;
(5) improve its web site to more fully inform the public; and (6) improve SDP
training and guidance. These refinements will help to ensure that SDP is
implemented successfully.

RECOMMENDATIONS
This report makes 11 recommendations to help enhance SDP effectiveness. A
consolidated list of recommendations is on page 17.

AGENCY COMMENTS
On August 13, 2002, the Executive Director for Operations (EDO) provided a
response to our April 10, 2002, draft report. We modified the report as we
determined appropriate in response to comments provided at a March exit
meeting and in the EDO’s August 13 response. The EDQO'’s response can be
found at Appendix D.
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ABBREVIATIONS AND ACRONYMS

NRC United States Nuclear Regulatory Commission
OIG Office of the Inspector General

PRA probabilistic risk assessment

SDP significance determination process
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|. BACKGROUND

The United States Nuclear Regulatory Commission's (NRC) mission is to ensure
adequate protection of the public health and safety, the common defense and
security, and the environment in the civilian use of nuclear materials in the
United States. As part of this responsibility, the agency regulates the Nation's
103 operating commercial nuclear power plants.

NRC uses its reactor oversight process to monitor the safety performance of
nuclear power plants and verify that they are being operated by licensees in
accordance with agency regulations. In April 2000, after incorporating lessons
learned from a 6-month pilot program, NRC implemented a revised reactor
oversight process that is less subjective than the previous process and focused
on areas of greatest safety significance.

The revised oversight process assesses three key performance areas: reactor
safety, radiation safety, and safeguards. This report focuses primarily on the
reactor safety performance area. Each area contains “cornerstones” of safety
that reflect the essential aspects of safe plant operation. NRC staff use
inspection findings and performance indicators to assess plant operations within
the cornerstones. Satisfactory licensee performance in each cornerstone
provides reasonable assurance of safe facility operation. Appendix B shows the
performance areas and cornerstones within NRC'’s regulatory framework and
Appendix C describes the cornerstones.

A key feature of the new oversight process is the significance determination
process (SDP) used for evaluating the safety significance of inspection findings.
SDP objectives are to (1) characterize the significance of an inspection finding
for the NRC licensee performance assessment process, using risk insights as
appropriate; (2) provide all stakeholders an objective and common framework for
communicating the potential safety significance of inspection findings; and

(3) provide a basis for assessment and/or enforcement actions associated with
an inspection finding. SDP evaluations are generally specific to each
cornerstone of safety.

Nuclear power plant safety is based, in part, on having multiple systems or
components available to control equipment malfunctions or other adverse events
that may occur during plant operations. Licensee staff and NRC inspectors
identify degraded or deficient conditions, and NRC staff evaluate this information
using SDP to determine what actions NRC should take in response. Evaluation
of inspection findings using SDP provides one of the following results.
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Result Safety significance of the finding
Green finding Very low safety significance

White finding Low to moderate safety significance
Yellow finding Substantial safety significance

; High safety significance

In general, SDP colors indicate the seriousness of the degraded or deficient
conditions. For example, in the reactor safety performance area, a Green finding
indicates that three or more systems were available to mitigate a condition, no
matter how frequently it occurs. In contrast, a Red finding indicates that one or
no systems were available to mitigate the condition, even if the condition occurs
infrequently. The following are examples of findings in the reactor safety area at
each level of risk significance:

Green: A licensee incorrectly scheduled preventive maintenance for an
emergency diesel generator. As a result, the generator was taken out of service
unnecessarily. This increased the unavailability of a safety system component.
This condition was of very low safety significance because additional mitigating
equipment was available during the period the generator was out-of-service for
maintenance.

White: A piece of hose became lodged in the intake of an important
pump, rendering the pump inoperable for more than the allowable number of
hours while the plant was operating. This condition resulted in a mitigating
safety system also being inoperable during that time and was determined to
have low to moderate safety significance.

Yellow: A licensee did not complete a required maintenance activity in
accordance with procedures. This error likely led to the failure of an auxiliary
pump which provides cooling water to the steam generators when the main
water supply is unavailable. This issue had substantial safety significance based
on the pump’s function and the length of time the condition persisted.

Red: A licensee’s overall direction and execution of steam generator
examinations was deficient. As a result, flawed steam generator tubing was left
in service. These deficiencies resulted in a significant reduction in safety margin
while the plant was operating because of the increased probability of a tube
failure. Subsequent to the examination, one tube failed during operations.

For greater-than-Green findings (White, Yellow, or Red), NRC gives licensees
the choice of accepting NRC'’s decision or presenting additional information that
might change the color of a finding. If the licensee provides further information,
NRC regional office staff, with headquarters’ participation, make a final decision
on the significance/color of the finding. If the licensee disagrees with the
decision, it may appeal to the appropriate NRC regional administrator.
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The agency uses its web site and public meetings to inform the public of
inspection findings and performance assessments.

Il. PURPOSE

The objectives of this audit were to determine whether (1) SDP is achieving
desired results, (2) NRC staff clearly understand the process, and (3) NRC staff
are using SDP in accordance with agency guidance. Appendix A provides
additional information about the scope and methodology.

I1l. FINDINGS

NRC staff, licensees, and stakeholders view the significance determination
process as an improvement over NRC's previous method for establishing the
significance of inspection findings. While SDP is meeting its objectives and
agency staff are using SDP in accordance with guidance, additional refinements
are needed. Specifically, NRC should (1) develop an action plan to correct
Phase 2 analysis weaknesses or eliminate this portion of the SDP, because
Phase 2 provides conservative results that have been subsequently changed, is
used infrequently, and adds cost and time to the process; (2) discontinue the
expenditure of about $1,050,000 remaining to develop Phase 2 until the action
plan is completed, (3) provide guidance for using information from licensee risk
assessments in SDP evaluations; (4) take action to improve SDP timeliness;

(5) improve its web site to more fully inform the public; and (6) improve SDP
training and guidance. These refinements will help to ensure that SDP is
implemented successfully.

A. DEVELOP AN ACTION PLAN TO CORRECT PHASE 2 ANALYSIS
WEAKNESSES OR ELIMINATE IT

Phase 2 analysis is intended to enable inspection staff to characterize the risk
associated with inspection findings in the reactor safety performance area.
However, Phase 2 analyses have not been effective because (1) the risk
information used is incomplete, (2) Phase 2 was designed to give generally
conservative results, and (3) inspectors use it infrequently. These factors have
led to Phase 2 results that have been subsequently changed and decreased
public confidence in the process. In addition, continuing to develop guidance for
Phase 2 analysis is producing unnecessary program duplication and costs.
Although NRC will expend more than $2.2 million to develop and implement
Phase 2, the agency is also developing more complete computer-based models
that can be used to perform these analyses. Because there are significant
guestions about the usefulness of Phase 2 analysis, the agency needs to
prepare an action plan to correct Phase 2 weaknesses or eliminate it. In
addition, until the action plan is complete, NRC should discontinue expenditure
of about $1,050,000 remaining to develop Phase 2.
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Phase 2 Analysis

NRC'’s inspection manual provides guidance for evaluating the risk significance
of a finding in each cornerstone of safety. First, inspectors perform pre-SDP
steps to screen out minor issues. After the initial screening, inspectors use SDP
to evaluate the significance of findings. In the reactor safety strategic
performance area, the reactor safety SDP provides for a three-phase analysis of
inspection findings. The three phases are:

Phase 1: Phase 1 analysis is a characterization of the finding and initial
screening of very low safety significance findings (Green) for
disposition by the licensee's corrective action program. Most
inspection issues do not proceed beyond Phase 1.

Phase 2: For more significant inspection issues, Phase 2 analysis is used to
determine the potential risk associated with the finding. The
agency intended that, when NRC officials agreed on the results of
the Phase 2 analysis, the final results would be documented in an
inspection report and no further review would be needed.

Phase 3: Phase 3 analysis relies on more advanced risk assessment
techniques and is intended to confirm or modify Phase 2 results.

Phase 2 Risk Information Is Incomplete

Guidance for performing Phase 2 risk analysis is based on information from risk
assessments licensees submitted to NRC in the early 1990s' and on recent site
visits to update the information. Those assessments did not address the impact
of certain events on the plant (i.e., internal fires, high winds/tornadoes,
transportation accidents, external floods, and earthquakes). However, these
events, especially internal fires, can have considerable influence on risk in plant
operations. This limitation extends to Phase 2 evaluations, which do not
consider the impact of external events. As a result, to consider the potential
impact of external events, NRC must perform Phase 3 analysis.

Phase 2 Analysis Was Desighed To Give Generally Conservative
Results

NRC designed Phase 2 analysis to produce generally conservative results.
Conservative results tend to err on the side of caution; to be more likely to
identify findings as preliminarily more safety significant than they are. For

NRC required all power plants to develop Individual Plant Examinations in a Generic Letter,
Individual Plant Examination For Severe Accident Vulnerabilities - 10 CFR 50.54(f) (Generic Letter
No. 88-20), November 23, 1988. The general purpose of the examination was for each utility to
perform a systematic examination to identify any plant-specific vulnerabilities to severe accidents
[risk assessments] and report the results to the Commission.
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example, Phase 2 analysis might characterize a finding as Yellow, while a more
sophisticated analysis would result in a White finding.

One NRC official estimated that 30 to 40 percent of inspection findings initially
characterized as greater-than-Green are subsequently reduced to a lower risk
significance level. This can occur, for example, when more accurate risk
information is provided by licensees. Between April 2000 and February 2001, 3
of 10 findings using the reactor safety SDP, initially evaluated as greater-than-
Green, were reduced to Green findings.

Phase 2 Analysis Is Used Infrequently

Phase 1 and 2 analyses are intended to be accomplished primarily by field
inspectors® and their first-line managers. However, these inspectors use Phase

2 infrequently. There are more than 130 resident inspectors at nuclear power
plants. However, only 11 issues were screened in Phase 2 during the first year
of the new oversight process (April 2000 - April 2001) so the great majority of
inspectors did not use Phase 2 analysis. Resident inspectors stated that their
infrequent use of Phase 2 analysis led to an inability to effectively use that part of
SDP. As a result, inspectors are unable to evaluate various issues that surface
and NRC risk experts are providing assistance for Phase 2 analyses.

Phase 2 Analysis Results Have Not Been Final

NRC expected that when staff and management agreed on Phase 2 analysis
results, no further review would be needed. However, during the first year of the
new oversight process, Phase 2 analysis did not provide a final characterization
for any inspection finding. In that period, 632 findings were initially characterized
as Green and 26 were initially characterized as greater-than-Green. Phase 2
analysis was applied to each of the 11 findings that used the reactor safety SDP
and were initially characterized as greater-than-Green.® Although Phase 2
analysis was intended to provide a final significance determination, all 11 were
also evaluated using Phase 3 analysis. Based on the additional analysis, 2 of
the 11 findings were eventually characterized as Green and 9 as greater-than-
Green. In addition, NRC guidance states that the significance of greater-than-
Green inspection findings will be confirmed by a Phase 3 analysis.

Decreased Public Confidence

Building and maintaining public trust is an important performance goal for NRC.
In addition, the agency strives toward regulation that is based on the best
available knowledge from research and operational experience. Phase 2 results
that are subsequently changed have a negative impact on the public’s

“Field inspectors” is used here to mean inspectors resident at power plants and also region-based
inspectors.

The remaining 15 findings initially characterized as greater-than-Green were in other SDP areas.
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confidence in NRC's position on findings. In fact, members of the public have
expressed concern about the reductions in finding colors. One stakeholder
described the reductions as NRC “negotiating” with licensees and “losing” the
discussion. Another stakeholder cited the failure of an important feedwater
pump which NRC initially determined to be a Yellow finding yet months later
reduced to a White finding. The stakeholder noted that these “changed-on-
appeal” determinations give the appearance of “collusion, political intimidation, or
incompetence.”

Program Duplication and Costs

NRC has been developing guidance for performing Phase 2 analysis for each
power plant since fiscal year 2000. An NRC official estimated the total cost of
that effort to be $2.2 million. About $1,050,000 remains to be expended in fiscal
years 2002-2004 to complete the project. Additionally, maintenance costs of
$250,000 per year have been budgeted for fiscal years 2004 and 2005.

In addition, since 1999, NRC has been developing computer-based models to
increase its ability to perform more comprehensive risk analyses. Results from
these models are more detailed and more complete than results from Phase 2
analysis. This effort reflects NRC’s policy to use state-of-the-art risk assessment
methods whenever practicable. An NRC official estimated these more detailed
models will cost about $3.5 million and should be completed in 2004.

Phase 2 has been in development and use for more than 2 years, and is being
used to make important regulatory decisions. However, a senior agency official
acknowledged that there are still important Phase 2 development issues that
may take 2 to 3 years to resolve. Because there are significant questions about
its usefulness, the agency needs to prepare an action plan to correct these
weaknesses or eliminate Phase 2. In addition, until the action plan is complete,
NRC should discontinue expenditure of about $1,050,000 remaining to develop
Phase 2.

RECOMMENDATIONS

The Office of the Inspector General (OIG) recommends that the Executive
Director for Operations:

1. Develop an action plan by September 6, 2002, to correct Phase 2
weaknesses or eliminate it.

2. Discontinue expenditure of about $1,050,000 remaining to develop Phase
2 until the action plan is complete.
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PROVIDE GUIDANCE FOR USING LICENSEE RISK ASSESSMENT
INFORMATION IN SDP EVALUATIONS

Effective risk-informed regulation of nuclear power plants should be anchored in,
among other things, risk assessments that define the safety significant
structures, systems, or components of a power plant. SDP relies on risk
information provided by NRC licensees and the agency has stated that it will
require risk assessment quality commensurate with the particular use. NRC
provides guidance for using risk information in areas other than SDP. However,
NRC experts evaluating the quality of licensee risk information for SDP use must
rely, for example, on their personal knowledge of plant operations or on NRC'’s
computer-based risk models, which are primarily based on risk information
provided by licensees. Although NRC's Strategic Plan emphasizes the
importance of its regulatory independence, the agency has not developed
guidance for an independent verification process to provide assurance that
licensee risk assessment results are acceptable for SDP purposes and provide a
sound basis for regulatory decisions.

Risk Assessment

Risk assessments systematically examine complex systems to identify and
estimate the public health, environmental, and economic risks of nuclear plants.
They attempt to quantify the probabilities and consequences of an accident’s
occurrence. By their nature, risk assessments are statements of uncertainty that
identify and assign probabilities to events.

Probabilistic risk assessment (PRA) is a risk assessment methodology used in
the nuclear power industry that systematically answers (1) what can go wrong
(accident scenarios)?, (2) how likely is it to occur (probability or frequency)?, and
(3) what will be the outcome (consequences)? SDP utilizes information from
licensee PRASs to analyze the significance of inspection findings, primarily in the
reactor safety performance area.

Within NRC, senior reactor analysts have significant responsibilities related to
the use of these licensee risk assessments. These experts are generally
responsible for evaluating the potential risk significance of plant events and
inspection findings.

NRC'’s Strategic Plan emphasizes the importance of the agency’s regulatory
independence and states that NRC must be viewed as an independent and
reliable regulator. The agency has committed to requiring PRA quality
commensurate with the particular use of the information. Maintaining the quality
of the technical basis for NRC decisions, which includes licensee PRA
information, helps NRC to ensure adequate protection of public health and
safety, and the environment. In addition, public confidence is enhanced when
the agency is consistent in carrying out its mission in a thorough, disciplined, and
timely manner. To accomplish these goals, staff require clear guidance for
assessing the quality of licensees’ PRA information.
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NRC Provides Guidance for Using PRA Information in Other Areas

NRC uses licensee PRA information in many of its regulatory activities, and
agency staff ensure this information is of sufficient scope and technical quality
for those activities. NRC determines, on an application-specific basis, whether
licensee PRA information is of sufficient quality to support its use when making
regulatory decisions. For example, NRC established a framework for using
licensees’ PRA information in licensing actions* and provided guidance for
determining whether that risk information is acceptable to use for those actions.
Such guidance helps ensure consistent, thorough, and disciplined regulation.

Guidance Is Needed for Ensuring PRA Information Is Acceptable

Information from licensee risk assessments generally forms the basis of SDP
Phase 2 and Phase 3 analysis used in the reactor safety performance area.
NRC staff use this information in evaluating potentially greater-than-Green
findings. In addition, to augment NRC’s SDP evaluation, a licensee may provide
risk information to support its position on the significance of an inspection
finding. This additional information must also be evaluated for adequacy.
Currently, NRC senior reactor analysts evaluating licensee risk assessments
must rely, for example, on their personal knowledge of plant operations or on
NRC'’s computer-based risk models, which are also based on risk information
provided by licensees.

Senior NRC officials confirmed that the agency is highly reliant on information
from licensee risk assessments. Agency officials also noted that there are no
PRA standards, no requirements for licensees’ PRAs to be updated or accurate,
and that the quality of the assessments varies considerably among licensees.
NRC officials stated that they depend on NRC'’s senior reactor analysts to
determine the acceptability of licensee risk assessments.

The importance of assessing the acceptability of licensee PRA data was
highlighted by senior reactor analysts who stated they have identified errors in
licensee PRAs. Those errors could impact the validity of a final determination of
the risk significance of a finding.

However, despite its importance, NRC has not provided guidance for using
licensee PRA information in SDP evaluations. Such guidance would, for
example, specify an acceptable level of documentation that would enable staff to
conclude that the licensee has performed a sufficiently comprehensive and
acceptable PRA analysis.

“Licensing actions” are licensee requests, such as license amendments or exemptions, that
require review and approval by NRC staff before they may be implemented by the licensee. Some
licensing actions use PRA information.
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Lack of Sound Basis for Regulatory Decisions

NRC senior reactor analysts confirmed they do not have guidance for reviewing
and validating licensee risk assessments. As one NRC risk expert stated,
independent assessment tools to determine the acceptability of licensees’ PRAs
“do not exist.” Without such assurance, questions exist as to whether SDP risk
evaluations are providing a sound basis for regulatory decisions.

RECOMMENDATIONS

OIG recommends that the Executive Director for Operations:
3. Develop and implement guidance for using PRA in SDP.

4, Develop and implement guidance for providing independent assurance of
the quality of licensee risk information used to support SDP decisions.

TAKE ACTION TO IMPROVE SDP TIMELINESS

NRC'’s performance goals include making agency activities and decisions more
effective, efficient, and realistic. The goals also call for the agency to establish
program metrics and a method for addressing identified inefficiencies. NRC
officials and stakeholders have expressed concerns that SDP evaluations are
not timely. In addition, an internal review found a “substantive” increase in the
amount of time it takes to process greater-than-Green findings under SDP when
compared to the previous program. However, current metrics do not capture the
entire process. As a result, agency managers are not able to effectively monitor
the entire process and ensure that delays are resolved and inefficiencies are
addressed.

SDP Evaluations Are Not Timely

NRC'’s inspection manual states that staff should make the final determination of
the significance of a finding within 90 days following the exit meeting at which the
licensee was officially notified of the finding. However, the 90-day goal does not
reflect the time it takes to complete the entire process. Although time expended
prior to the exit meeting is not tracked, a number of SDP activities may take
place in that period. For example, initial assessment of a finding and the SDP
and Enforcement Review Panel® are typically completed prior to the exit meeting
with the licensee.

The SDP and Enforcement Review Panel provides a management review of potential findings and
related apparent violations.
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In a recent NRC assessment of the reactor oversight process, stakeholders were
critical of the time taken to finalize the safety significance of findings.® One
stakeholder pointed out that lower risk-significant issues are resolved more
rapidly than higher risk-significant issues but that higher risk-significant issues
should be resolved more quickly due to their greater safety significance. NRC
officials also stated that there were many instances where evaluating findings
using SDP took too long. For example, NRC regional officials expressed
concerns about delays in obtaining information needed from NRC headquarters
related to finding evaluations. One item of requested information was more than
300 days overdue and another issue being jointly evaluated was more than 440
days behind schedule.

An NRC internal review of SDP timeliness found that the time it took to process
escalated findings (greater-than-Green under SDP) had increased substantially
as a result of implementing SDP. The review also found that pre-exit
assessment activities (from the date of the “event” or from NRC identification of
the issue) increased the average process time by approximately 53 days; from
98 to 151.

Metrics Do Not Capture the Entire Process

Time elapses between the date of the finding “event” itself and the date NRC
inspectors identify the issue and begin to evaluate it. OIG found that NRC
managers do not monitor this span of time, and, therefore, may not identify and
address related delays that may occur. NRC needs to monitor this interval to
ensure that the entire inspection process is effective in identifying performance
problems at power plants.

Management Actions

During this audit, NRC'’s Office of Enforcement recommended expanding SDP
metrics to include processing time prior to exit meetings.” NRC assigned a
senior manager to monitor SDP timeliness and to provide weekly reports for
management review, flagging potentially untimely SDP results for increased
management attention. NRC also revised the reactor oversight process to
systematically monitor key SDP timeliness metrics. NRC regional offices submit
data quarterly to support the self-assessment process. However, these actions
still do not capture the entire process of identifying and assessing findings and
additional actions are needed to improve timeliness.

October 16, 2001, First Annual Reactor Oversight Process Self-Assessment Report.

NRC Office of Enforcement; Audit of the Timeliness of Escalated Cases Handled Under the
Revised Reactor Oversight Program; August 2, 2001.

10
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RECOMMENDATIONS

OIG recommends that the Executive Director for Operations:

5. Establish metrics to capture the entire process of identifying and
assessing findings.

6. Establish a mechanism for agency managers to resolve identified delays.

IMPROVE THE WEB SITE TO MORE FULLY INFORM THE PUBLIC

The revised reactor oversight process is consistent with NRC’s goal of providing
information to enhance the public’s confidence that the agency is carrying out its
mission. To that end, information about inspection findings is posted at NRC's
web site.® However, NRC’s web site does not provide information about
inspection findings sufficient for the public to make informed decisions about
plant performance and NRC oversight. This is because important information is
missing. Specifically, additional information is needed in the inspection findings
summary and NRC should more fully document licensee corrective actions.
Providing this information will help to increase the public’s understanding of, and
confidence in, NRC’s oversight process.

Additional Information Is Needed in the Inspection Findings Summary

NRC uses its web page to provide information to the public about the agency’s
oversight of power plants, including inspection findings and SDP results. Table 1
shows an example of the Inspection Findings Summary table for a plant. The
summary shows the seven cornerstone areas and the most significant final
finding color, over the previous four quarters, as of a given date in each
cornerstone.

Table 1: Inspection Findings Summary for a Sample Plant

Occupational Public
Initiating Mitigating Barrier Emergency Radiation Radiation Physical
Plant Events Systems Integrity | Preparedness | Safety Safety Protection
Plant1 | Green Green White Green No findings Yellow No findings

OIG reviewed a judgmental sample of inspection findings and determined that:

C

Inspection reports do not show final results for greater-than-Green
findings because licensees can provide additional information related to
the finding after the inspection report is issued. Therefore, inspection

http://www.nrc.gov/NRR/OVERSIGHT/ASSESS/index.html
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reports show some finding results as “to-be-determined”. However, the
NRC letter to licensees specifying the final color for findings® is not linked
to the web page. For example, one White finding was shown as a
“preliminary” Yellow finding in the inspection report but there is no
information available at the web page to tell the public why the finding
appears as White in the findings summary table.

The web site does not provide complete inspection report results. The
text summaries supporting the inspection findings summary table discuss
Green and greater-than-Green findings and provide a link to inspection
reports containing those findings. However, there is no discussion of or
links to inspection reports where no operational deficiencies were
observed. Therefore, the public does not see the complete picture of
plant inspection results.

Only one color is displayed in the findings summary for each cornerstone.
For example, if a licensee has both Yellow and White findings in a
cornerstone, only the most risk significant—the Yellow finding—will be
displayed. To ensure that the public can make reasoned judgments
about a plant’s performance, such additional information should be
available.

RECOMMENDATIONS

OIG recommends that the Executive Director for Operations:

7.

Revise the web page to provide a link from the findings summary web
pages to documents that support any changes from preliminary
inspection report significance determinations.

Expand the web page to provide complete access to inspection report
results, not just those that identify operational deficiencies.

Expand the web page to display all significant finding colors in a
cornerstone.

NRC Should More Fully Document Licensee Corrective Actions

NRC enforcement actions focus on ensuring that the licensee is taking corrective
actions. In accordance with that, the Commission requested that staff
emphasize the importance of licensee corrective action programs in ongoing
communication efforts. NRC guidance directs staff to discuss licensee corrective
actions in inspection reports, but information about licensee corrective actions is

After the SDP and Enforcement Review Panel agrees on the final determination of significance,
the licensee is informed of the final color of the finding in a letter.
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not generally available at the web site. As a result, the public cannot readily
obtain this important information.

Based on the importance of licensee corrective actions and requirements to
discuss corrective actions in inspection reports, OIG reviewed information at the
oversight process web site to determine whether NRC is providing the public with
information about licensee corrective actions. OIG found that the Plant
Assessment Results web page describing NRC'’s policies for the assessment of
plant performance does not discuss licensee corrective actions.

Accessing and reading inspection reports, which can be highly technical and
lengthy, is a time-consuming process. Therefore, NRC summarizes information
about inspection findings in a short text description that is accessed via links in
the inspection findings summary table. Important information about findings
should be located in the text summary, including licensee corrective actions.
Table 2 shows the results of OIG’s review of the short text descriptions of
inspection findings for three plants.

Table 2: Inspection finding descriptions that include corrective action

Finding Color/Plant Number of Number - Text description
findings mentions corrective action
Green
Point Beach 1 12 2
Harris 1 6 1
Seabrook 1 9 1
White
Harris 1 1 1
Seabrook 1 1 0

These results indicate that the oversight process web site does not provide
adequate information to the public in this important area. Although the
Commission has emphasized the importance of licensee corrective actions and
the new oversight process places additional focus on corrective action, there is
no general information available at the Plant Assessment Results web page
about licensee corrective actions. In addition, there is only infrequent mention of
corrective action in the inspection findings summaries. Because of the
importance of licensee corrective actions to the effective regulation of power
plants, information about those actions should be readily available to the public.
Lacking this information, the public cannot be fully informed of how licensees are
addressing performance deficiencies at their plants.

13
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RECOMMENDATION

OIG recommends that the Executive Director for Operations:

10. Revise the web site to fully describe licensee corrective action related to
each finding.

IMPROVE SDP TRAINING AND GUIDANCE

Resident inspectors provide NRC’s major onsite presence for direct observation
and verification of licensee activities. To effectively use SDP, these inspectors
must have specific training and guidance. However, results from an agency
internal survey and interviews during this audit indicate that opportunities exist to
improve SDP training and guidance. Suggestions from NRC staff indicate the
agency has not been sufficiently proactive in identifying potential improvements
in these areas. The agency needs to revise its periodic survey of inspectors and
others working with SDP to specifically identify evolving training and guidance
needs. With these improvements, inspectors will be more effective in monitoring
and assessing conditions at power plants.

Staff Suggested Improvements

Resident inspectors are a critical component of NRC's inspection program.
These inspectors must have the necessary knowledge, skills, and guidance to
successfully implement the agency’s oversight process. In November 1999,
NRC conducted a survey to obtain feedback on the revised reactor oversight
program. SDP was viewed negatively primarily because the process was
perceived as not being easy to use. Limitations noted also included complexity
and extensive time to use. OIG found that these same difficulties remain, in
addition to others noted below.

OIG evaluated SDP-related training and guidance by meeting with a judgmental
sample of resident inspectors at 10 power plants and others who work with
resident inspectors, including supervisors and licensee officials. The inspection
staff were generally working at plants that had been issued a greater-than-Green
finding and, thus, had more experience using SDP. The following are areas
where they stated NRC should improve SDP training and guidance.

Training

C Provide additional training in the application of risk to plant operations.
For example, inspectors cited a need for more training in (1) relating
inspection findings to core damage frequency, a key SDP element;

(2) evaluating licensed operator actions; (3) using PRA information
specific to their plant; and (4) integrating SDP and enforcement.
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C Provide periodic training for SDPs that residents use only occasionally
such as plant shutdown, fire protection, and containment integrity.
Inspectors cannot use them effectively without refresher training to
compensate for their infrequent use.

Guidance

C Clarify the initial screening questions that lead into SDP.* For example,
several inspectors stated that the term “credible impact on safety” was
too subjective and difficult to apply. The degree of subjectivity results in
inconsistent application among inspectors and places additional burden
on senior reactor analysts to provide clarification. One resident inspector
noted that staff have extensive debates on the meaning of that term
because there is wide variation of interpretation.

C Clarify guidance on how to address issues that involve more than one
SDP. In one instance, an issue involved both the fire protection and
shutdown SDPs and guidance was not clear about which SDP should be
entered first.

C Provide more guidance for reviewing licensee corrective actions and
examples of licensee corrective action program deficiencies. NRC has
reduced inspection time in this area although the oversight process
places more emphasis on licensees taking adequate corrective actions.
In addition, changes in inspection focus mean that resident inspectors
may not be able to review all of a licensee’s condition reports. Inspectors
stated that it is prohibitive at some plants to go through each issue using
SDP guidance because of the number of corrective action items. A
mechanism is needed to help run through those more quickly.

C Provide guidance on document retention. For example, what should be
documented and retained for responses to the initial screening
guestions? Without clear guidance, important material may be discarded
after the inspection report is issued.

C Provide guidance on the disposition of issues that are not included in
inspection reports. Both NRC and licensee officials are encouraging
inspectors to continue to note minor issues. Residents routinely meet
with licensee management and discuss issues that are not included in
inspection reports. Also, these minor issues may be discussed during an
exit conference. Guidance is needed to ensure that inspectors manage
these interactions as the agency expects.

These are the Group 1, 2, and 3 questions in NRC’s inspection manual, chapter 0610*.
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C Annotate revisions to the inspection manual. Inspectors cannot currently
determine what has been changed without reading through the entire
manual and comparing it to the previous version.

Inspectors are key to SDP implementation. OIG interviews with inspectors and
other officials indicate that improvements can be made to training and guidance.
The agency needs to continue examining those needs by periodically surveying
inspectors and others involved with SDP. NRC most recently surveyed staff
about the revised oversight process in March 2001. However, survey questions
were not targeted to training and guidance needs. Improvements based on
more specific survey questions and results will help the agency provide better
guidance and training to enable staff to more effectively implement SDP.

RECOMMENDATION

OIG recommends that the Executive Director for Operations:

11. Revise the NRC Reactor Oversight Process Survey to capture more
specific information about SDP training and guidance.

IV. CURRENT MANAGEMENT ACTIONS

Although the new oversight process has been in place since April 2000, the
agency had not issued guidance for conducting SDP and Enforcement Review
Panels and regulatory conferences as of OIG’s draft report in March 2002. All
findings with a potential assessment greater-than-Green are reviewed by an
SDP and Enforcement Review Panel. In addition, NRC allows licensees to
request a public regulatory conference with NRC management to discuss
potential findings. NRC officials said these meetings can lack direction, fail to
reach conclusions, and can be too lengthy, thereby adding to SDP timeliness
issues.

In October 2001, after completing field work in this area, OIG provided
comments to the agency on a draft attachment to the NRC inspection manual.
The attachment provides guidance for conducting SDP and Enforcement Review
Panels, regulatory conferences, and caucuses. OIG suggested modifications to
the guidance to address issues related to timeliness and the effective functioning
of the meetings, among other things. In April 2002, NRC issued final guidance
which should address OIG’s concerns in this area.
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V. CONSOLIDATED LIST OF RECOMMENDATIONS

OIG recommends that the Executive Director for Operations:

1.

10.

11.

Develop an action plan by September 6, 2002, to correct Phase 2
weaknesses or eliminate it.

Discontinue expenditure of about $1,050,000 remaining to develop Phase
2 until the action plan is complete.

Develop and implement guidance for using PRA in SDP.

Develop and implement guidance for providing independent assurance of
the quality of licensee risk information used to support SDP decisions.

Establish metrics to capture the entire process of identifying and
assessing findings.

Establish a mechanism for agency managers to resolve identified delays.
Revise the web page to provide a link from the findings summary web
pages to documents that support any changes from preliminary

inspection report significance determinations.

Expand the web page to provide complete access to inspection report
results, not just those that identify operational deficiencies.

Expand the web page to display all significant finding colors in a
cornerstone.

Revise the web site to fully describe licensee corrective action related to
each finding.

Revise the NRC Reactor Oversight Process Survey to capture more
specific information about SDP training and guidance.
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VI. OIG DISCUSSION OF AGENCY COMMENTS

On March 19, 2002, OIG discussed its initial draft report with agency officials
who generally agreed with OIG’s recommendations. Also in March, NRC began
an SDP Improvement Initiative. That initiative plans numerous, important
improvements to the process, some of which are also noted in this report.

On August 13, 2002, the Executive Director for Operations (EDO) responded to
our April 10, 2002, final draft report. The EDO stated that he has directed staff
to develop a plan to address OIG's recommendations and also those of an
internal review panel which examined some of the same issues. The EDO
requested that staff provide a final approved plan by September 6, 2002, and
that the work be completed by November 8, 2002. Where appropriate, this
report incorporates the agency’s suggestions provided at the March meeting and
in the EDO’s August 13 response. The EDO's response can be found at
Appendix D.
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Appendix A

SCOPE AND METHODOLOGY

The objectives of this audit were to determine whether (1) SDP is achieving
desired results, (2) NRC staff clearly understand the process, and (3) NRC staff
are using SDP in accordance with agency guidance. To address the audit
objectives, OIG reviewed relevant program documentation and conducted
interviews with more than 80 individuals, including:

C

C

NRC headquarters program officials,

senior officials in the reactor safety and materials safety areas at all four
NRC regional offices;

senior reactor analysts at all four NRC regional offices;
Office of Enforcement officials at NRC regional offices;
NRC resident inspectors at 11 power plants;

a public interest group active in this area;

the Nuclear Energy Institute; and

licensee officials at 10 power plants, including experts in the use of
probabilistic risk assessment and senior operating officials.

This audit was conducted from May through October 2001 in accordance with
generally accepted Government auditing standards and included review of
management controls related to the objectives of the audit. The major
contributors to this report were William McDowell, Team Leader; Robert Moody,
Audit Manager; and David Horn, Senior Auditor.

19



Review of NRC'’s Significance Determination Process

[Page intentionally left blank.]

20



Review of NRC'’s Significance Determination Process

Appendix B
REACTOR OVERSIGHT PROCESS PERFORMANCE AREAS AND
CORNERSTONES - CHART
Mission:
Protect Public Health and Safety
in the Operation of Commercial
Nuclear Power Plants
Performance Areas:
Reactor Safety Radiation Safety Safeguards
A A A A A
Cornerstones:
Initiating Mitigating > Barrier Emergency Occupational Pu_bli_c Physical
Events > Systems Integrity Preparedness Radiation Radiation pr0¥ection
Safety Safety
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REACTOR OVERSIGHT PROCESS PERFORMANCE AREAS AND
CORNERSTONES - DESCRIPTION

Appendix C

Reactor Safety

Initiating Events - This cornerstone focuses on operations and events at a
nuclear plant that could lead to a possible accident if plant safety systems did not
intervene. These events could include equipment failures leading to a plant
shutdown, shutdowns with unexpected complications, or large changes in the
plant's power output.

Mitigating Systems - This cornerstone measures the function of safety systems
designed to prevent an accident or reduce the consequences of a possible
accident. The equipment is checked by periodic testing and through actual
performance.

Barrier Integrity - There are three important barriers between the highly
radioactive materials in fuel within the reactor and the public and the
environment outside the plant. These barriers are the sealed rods containing the
fuel pellets, the heavy steel reactor vessel and associated piping, and the
reinforced concrete containment building surrounding the reactor. The integrity
of the fuel rods, the vessel, and the piping is continuously checked for leakage,
while the ability of the containment to prevent leakage is measured on a regular
basis.

Emergency Preparedness - Each nuclear plant is required to have
comprehensive emergency plans to respond to a possible accident. This
cornerstone measures the effectiveness of the plant staff in carrying out its
emergency plans. Such emergency plans are tested every 2 years during
emergency exercises involving the plant staff and local, State, and, in some
cases, Federal agencies.

Radiation Safety

Occupational Radiation Safety - NRC regulations set a limit on radiation doses
received by plant workers, and this cornerstone monitors the effectiveness of the
plant's program to control and minimize those doses.

Public Radiation Safety - This cornerstone measures the procedures and
systems designed to minimize radioactive releases from a nuclear plant during
normal operations and to keep those releases within Federal limits.
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Appendix C
Safeguards

Physical Protection - Nuclear plants are required to have well-trained security
personnel and a variety of protective systems to guard vital plant equipment, as
well as programs to assure that employees are constantly fit for duty through
drug and alcohol testing. This cornerstone measures the effectiveness of the
security and fitness-for-duty programs.

In addition to the seven cornerstones, the reactor oversight program features
three “cross-cutting” elements, so named because they affect, and are therefore
part of, each of the cornerstones:

C human performance;

C management attention to safety and workers' ability to raise safety issues
(the "safety-conscious work environment"); and

C finding and fixing problems (the utility's corrective action program).
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Appendix D
AGENCY COMMENTS

" RES
[ [
A

UNITED STATES
HUCLEAR REGULATORY COMMISSION

WASHIM3TAN, D.G. X555-N00

fpcusy Ly, 2007

MEMOBAMDURM TO: Stéphen O Dingbaum
Asslstanl Insgsciar x:ural for Audity i

-
FFR N William D. Travers “:ih-r.s-m ———
Exgcutiva O ractar ior Operaticns

SUBJECT: ORAFT OFFICE OF THE INSPECTOR GEYZRAL REFORT: AEVIEW
OF NUCEEAR REGLILATORY COMMISSION'S SKEMIFICARNSL
LETERMINATION PROGESS

WWa o reviesved Lhe draft Office of tha Inapector Ganeral (OGEY Repart: Asview of MO
Significances Detentinafiong Process, We appreciale Lhe opaenunity O provida wrilken
cornmchis 07 Lhls drall repors.

The draft rapont racormends developrnent of an actan plan by Seplember 30, 2002, k- “correct
Fhase 2 woaknessas or eliminate it Tha staff devefoped and iz irnplernarting en SCP
Improvemant Initiative, ing'uding the Fhase 2 process, The SDP Improvemonl Inlliakhe was
aaunc oh March 18, 20020 Onoe of tha objactives of this initiative includaes benchmerking tha
Phaze 2 notecooks. Wa hefisva your raport shagld sokngededges the an-going S0P
Impraverag1t mtlative,

In acdition to providing the shove comment an the dralt report, we wauld I1ke ta provide a status
of recent actw Las regerding tha SBignificanca Determinaticn Process for you to considar in the
final -gport, 1 Lha Sralt reper, you dentfied & numbear af conoarne ard provided apecific
rccammandations concaming the 83/, Ag wou kKnow, concerns with the SO0 [hase 2
=na'yaes were alsa idonthioed in & Dilfeing Prolessional View {OPWY) ane Diblering Profazsional
Colnioh (270 submiztac by Mr. Troy Pruatt. By letter dated Janyary 10, 2002, the DPY 83 hog:
rev e panel recommendad thal tho progiam office undolake a revicew of the cvoral S0P
neng-arm progress to date end future program diracricn. The aubsequent ad hoo DPO panel
strargly endorsad the DRV parcls recoramencdation of an everall review of e S0P,

Theaxdars, | haws dlrected the ataff to develop a plan to address the 2740 panel

recimimendal ons, as wall ag the regommendations i1 the QIQ rezoit (see attachment),

Wa will forward a cooy of the aspraved plan in sarly Seplamber, If wau have any quesions,
Flease contact Joha Gralg ak 41 5-1 707,

Attachmsrt: As stated
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Appendix D

\_E,;.LP. r':E.:,-,:_.{
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UMITED STATES

MHUJCLEAR REGULATORY COMMISSION
WASHERGTOR, 0.C. 205550001

Lugust &, 2502

MEMCRARNDUR TC: Samueal J. Sollins, Diracter !
Office of Mucfear Reactar Ragulatan

FEOM: Wiiliam B, Travers, Exccutive Directar :\. JE‘,.::TMML.A_.—-,,__‘__‘H

Office of Execulive Girccter for Qparations ]

SUBJECT: CHFFERING PROFESEICNAL OPIMICN OMN THE SIGHNIFICANCE
DETERMINATION PROCESS

M a memarasdum to Wiliam 0, Travers, dated Merch 15, 2002, Troy W, Proett, Senior Resctor
Analyst, Region IV, expressed a Differing Professional Qpinion (DFX) reganding the
Glgnifleance Deerminatlon Prosess {SDP, inthe DPO, Me, Progit regueasiad an indspendent
rervigwd of the issues cutined In his Diffaring Peafassional Viaw {OPV) and of stalermants mada
[ your memarandum datad Sebroany 18, 2002, rezponding 10 1he DPW,

An ad Hoo DPD Review Panel waos cstablished in April and proended its recommendations ina
memarandum, dated June 28, 2002, from James W, dohnson ta William O, Travers, which is
provided as Attachment 1. The GPO Panal generafly agrend with the findings and
rocarmmmendations of the Ad BHec OPY Panel that had praviously been formad ta review

kir. Froett's DFY. The DFC Fanal found that *"MRG management and staff are inthe process
of eddressing meny of the Ad Hoc DFY Panel's observations and recommendations in the S0P
Improvement Inidative." However, the OP2 Panel strongly supponied the OFY Panals

reagmmandation for an overall review of the S0P in crder 1o address fundamentai concsms
with the S0P,

Additionally. the Office of the Inzpaciar General (QIG) perfermed a review of the SDP and
provided a Aradl Audit Rapart in a mamarzndom frem Staphan B, Dingbaum 1o

¥William O. Travers cn Apidl 10, 2002, which is provided as Attachment 2. |n the report, QlG
cencluded fhat “while the S0P is mecting its objectives and agency staff arc esing S0P in
accordance with guidance, additional refinements are needed.” Some of the key QIG
recommendations were simitar to the DFO panel recommendadons and insludad a
recormmendation thet the staft develop an astion plan to corract Phass 2 anadysls weakrassaes
cr eliminaks thia portion of the S0F and dizcontinue expendthrE for Phase 2 developmant untl
the actien p'an is completed.

The pumose of thiz memorandum |5 to dizect that you develon a plan which will address the
CPO pancl recommandations a5 wall ag the OIG recommendaticns. This plan shall address
CPC Panel recomrmendatien Mo, 1 for an ovarall objectivo review af tha SDF. An ovaral savigw
of the S0F wil requirs establishing a task group. Gars should be taken inidéentifying propossd
mombars in grder 15 shsure that the individuals have @ hroed rango of cxpertiss, insluding
inepections, FRA, slelistics, end the S0OF process.
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Samual Jd. Caolline 2

Tha overal] reviaw sheuld consldar the lssues raised In tha DPC Panal raport, ihaluding tha
failowing key lssuas; (1) a perfermance axpoctation for the process ool Wliged; (£) the
aificacy of tho S0P Motoboaks varsus on altemale approach for Phaze 2 analyziz; {3) tha
range of epplicahility for the assesament Mool atilized; and (4 the need to incomporate
urcertainty analysls In tha progass. Tha revlaw should alse consider the issues raised in tho
C1G Cract Avdit Repott, Beiuding the cost'banafly of Ihe Plage 2 process, a recommendation
ori The opion toallminate Phase 2, the percenlaga of findings that anter the Phase 2 process,
and improvemeants 1 S0P wraining and guldances,

Tals raview should svaluate the current S0P approach to determino if the progess shauld
consider gihes inpuls in 2ddition ko best estimates of sk in tha significance detarmination
decision-raking process, and if the significance cheracierization prtocess is baing Implemented
by the eporopriate staft. The review should sonsider case strdies sUch as the récent Gog ber,
Irdian Point 2, snd enacing Davie-Basze izsuas ag well as any lssens laarnad (rem ithasa
appilgatlers, Tha revlew sheuld Includa an agsessmeint of alternathve optlens and speacifiz
racommendaticns.

Flease plan to meet with mea ng lster an August 29, 2002, to discuss the plan and proposad
mambars of tha task greup. A final approved plan should be compicted by September £, 2002,
The plan sheuld include a ¥me lins for completion of 8 review wish & goal of Movermbsr §, 2002,

Atachimanta: Az stated

oo JGEC
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