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Occupational doses for normal
operations will be maintained within
acceptable limits by the site ALARA (as-
low-as-reasonably-achievable) program.

With regard to potentially increased
normal radiological releases, the BVPS—
1 and 2 gaseous and liquid waste system
designs were based on operation at a
maximum steady state reactor core
power level of 2766 MWt and,
consequently, can accommodate the
effects of the power uprate satisfactorily.
The gaseous and liquid effluent releases
are expected to increase from current
values by no more than the percentage
increase in power level. Effluents are
controlled administratively by the
Offsite Dose Calculation Manual which
ensures that offsite release
concentrations and doses are
maintained well within the limits of 10
CFR part 50, Appendix I. Normal
average gaseous releases remain limited
to a small fraction of 10 CFR part 20,
appendix B, Table 2 limits.

With respect to potentially increased
normal solid waste generation, the
volume of solid waste would not be
expected to increase significantly as
compared to that generated at the
current power levels, since the power
uprate neither appreciably impacts
installed equipment performance nor
does it require drastic changes in system
operation. Only minor, if any, changes
in solid waste generation volume are
expected. As the estimated coolant
activity does not change appreciably
and maintenance and operational
practices are not expected to change, the
calculated specific activity of solid
waste is not expected to change.

The proposed action will not
significantly increase the probability or
consequences of accidents, no changes
are being made in the types of effluents
that may be released off site, and there
is no significant increase in
occupational or public radiation
exposure. Therefore, there are no
significant radiological environmental
impacts associated with the proposed
action.

With regard to potential
nonradiological impacts, the proposed
action does not have a potential to affect
any historic sites. BVPS—1 and 2 employ
a closed-loop cooling system that
includes natural draft cooling towers
(one per unit) to dissipate waste heat to
the atmosphere. All water used at the
plant is recycled within the closed-loop
cooling system except station makeup
that comes from the Ohio River via the
service water system. The Beaver Valley
National Pollutant Discharge
Elimination System Permit Impact
(NPDES) permit (Permit No.
PA0025615) does not place any absolute

operating limits on either flow or
temperature for discharging into the
Ohio river. Due to the design of the
closed-loop cooling system and the
relatively small increase in waste heat
generated due to the power uprate, the
minimal potential increase in flow and
temperature to the Ohio river will have
no adverse impact on the environment.
Therefore, there are no significant non-
radiological environmental impacts
associated with the proposed action.

Accordingly, the NRC concludes that
there are no significant environmental
impacts associated with the proposed
action.

Environmental Impacts of the
Alternatives to the Proposed Action

As an alternative to the proposed
action, the staff considered denial of the
proposed action (i.e., the “no-action”
alternative). Denial of the application
would result in no change in current
environmental impacts. The
environmental impacts of the proposed
action and the alternative action are
similar.

Alternative Use of Resources

The action does not involve the use of
any different resource than those
previously considered in the FESs for
BVPS-1 and 2, dated July 31, 1973, and
September 30, 1985, respectively.

Agencies and Persons Consulted

On August 10, 2001, the NRC staff
consulted with the Pennsylvania State
official, Mr. Larry Ryan of the
Pennsylvania Department of
Environmental Protection, Bureau of
Radiation Protection, regarding the
environmental impact of the proposed
action. The State official had no
comments.

Finding of No Significant Impact

On the basis of the environmental
assessment, the NRC concludes that the
proposed action will not have a
significant effect on the quality of the
human environment. Accordingly, the
NRC has determined not to prepare an
environmental impact statement for the
proposed action.

Further details with respect to the
proposed action may be found in the
licensee’s letter dated January 18, 2001,
as supplemented by letters dated
February 20, April 12, May 7, May 18,
June 9 (3 letters), June 26, and June 29,
2001. Documents may be examined,
and/or copied for a fee, at the NRC’s
Public Document Room (PDR), located
at One White Flint North, 11555
Rockville Pike (first floor), Rockville,
Maryland. Publically available records
will be accessible electronically from

the ADAMS Public Library component
on the NRC Web site, http://
www.nrc.gov (the Public Electronic
Reading Room). Persons who do not
have access to ADAMS or who
encounter problems in accessing the
documents located in ADAMS should
contact the NRC PDR Reference staff by
telephone at 1-800-397-4209, or 301—
415-4737, or by e-mail at pdr@nrc.gov.

Dated at Rockville, Maryland, this 7th day
of September 2001.
For the Nuclear Regulatory Commission.
Lawrence J. Burkhart,
Project Manager, Section 1, Project
Directorate I, Division of Licensing Project
Management, Office of Nuclear Reactor
Regulation.
[FR Doc. 01-22978 Filed 9-12—01; 8:45 am]
BILLING CODE 7590-01-P

NUCLEAR REGULATORY
COMMISSION

Proposed Generic Communication;
Resolution of Degraded and
Nonconforming Conditions; (‘“‘Generic
Letter 91-18 Process’’)—(MB2530)

AGENCY: Nuclear Regulatory
Commission.

ACTION: Notice of opportunity for public
comment.

SUMMARY: The U.S. Nuclear Regulatory
Commission (NRC) is proposing to issue
a regulatory issue summary (RIS) to
make available to the nuclear power
industry updated staff guidance on the
resolution of degraded and
nonconforming conditions. Earlier
guidance on this subject was provided
to the industry as an attachment to
Generic Letter 91-18, Revision 1, issued
on October 8, 1997. The updated
guidance will reflect relevant NRC
regulatory process and regulation
changes that have occurred since 1997.
The NRC is seeking comment from
interested parties on the clarity and
utility of the proposed RIS and the draft
updated guidance under the
SUPPLEMENTARY INFORMATION heading.
The NRC will consider the comments
received in its final evaluation of the
proposed RIS and updated guidance.
Comments should address the contents
of the guidance but not the regulations
associated with it.

This Federal Register notice is
available through the NRC’s document
management system (ADAMS) under
accession number ML012420393. The
draft updated guidance under the
SUPPLEMENTARY INFORMATION heading is
also provided in comparative text
format on the NRC Web site at http://
www.nre.gov/NRC/GENACT/GC/RI/
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DRAFT/index.html to better show the
substantive revisions to the 1997
version of the guidance.

DATES: Comment period expires October
29, 2001. Comments submitted after this
date will be considered if it is practical
to do so, but assurance of consideration
cannot be given except for comments
received on or before this date.
ADDRESSEES: Submit written comments
to the Chief, Rules and Directives
Branch, Division of Administrative
Services, Office of Administration, U.S.
Nuclear Regulatory Commission, Mail
Stop T6-D59, Washington, DC 20555—
0001, and cite the publication date and
page number of this Federal Register
notice. Written comments may also be
delivered to NRC Headquarters, 11545
Rockville Pike (Room T-6D59),
Rockville, Maryland, between 7:30 am
and 4:15 pm on Federal workdays.

FOR FURTHER INFORMATION, CONTACT:
Eileen McKenna at (301) 415—2189 or by
e-mail to emm@nrc.gov.

SUPPLEMENTARY INFORMATION:

NRC Regulatory Issue Summary 2001-
xx Resolution of Degraded and
Nonconforming Conditions “Generic
Letter 91-18 Process”

Addressees

All holders of operating licenses for
nuclear power reactors, including those
who have permanently ceased
operations and have certified that fuel
has been permanently removed from the
reactor vessel, and all holders of
operating licenses for nonpower
reactors, including those whose licenses
no longer authorize operation.

Intent

The U.S. Nuclear Regulatory
Commission (NRC) is issuing this
regulatory issue summary (RIS) to
inform licensees that NRC Inspection
Manual Part 9900, Technical Guidance,
“Resolution of Degraded and
Nonconforming Conditions,” has been
revised. The revised inspection
guidance reflects relevant changes that
have been made to NRC regulations and
NRC policies and practices since 1997.
This RIS requires no action or written
response on the part of an addressee.

Background Information

NRC staff inspection guidance on the
resolution of degraded and
nonconforming conditions at licensed
reactor facilities is contained in NRC
Inspection Manual Part 9900, Technical
Guidance, ‘“Resolution of Degraded and
Nonconforming Conditions.” This
guidance has previously been provided
to licensees for information, most
recently in Revision 1 of Generic Letter

(GL) 91-18, which was issued on
October 8, 1997.

The NRC reviewed this inspection
guidance to assess its currency and
concluded that the guidance needed to
be updated to reflect regulatory changes
that have occurred since 1997,
including the implementation of the
revised reactor oversight process, the
requirement that licensees appropriately
assess and manage the increase in risk
related to proposed maintenance
activities (10 CFR 50.65(a)(4)), and the
revision of 10 CFR 50.59 to remove
ambiguity in the change control process.
The attachment to this RIS contains the
revised Part 9900 section on the
resolution of degraded and
nonconforming conditions. This
guidance supersedes in its entirety the
guidance previously provided in
Revision 1 of GL 91-18. The Part 9900
guidance on operability that was
originally provided in GL 91-18 has not
been revised.

Summary of Issue

NRC Inspection Manual, Part 9900,
Technical Guidance, ‘“Resolution of
Degraded and Nonconforming
Conditions,” provides guidance to NRC
inspectors for reviewing the actions of
licensees to restore or establish
acceptable conditions following the
discovery of degraded or nonconforming
conditions in plant structures, systems,
or components (SSCs). The governing
NRC requirements for degraded or
nonconforming conditions affecting the
SSCs may collectively be viewed as a
process for licensees to develop a basis
for continued operation or to place the
facility in a safe condition and take
prompt corrective action. This process
has not fundamentally changed from
that outlined in the previous version of
the Part 9900 guidance on resolution of
degraded or nonconforming conditions.
The attached revised Part 9900 guidance
addresses related guidance and
requirements for resolution of degraded
and nonconforming conditions, and
updates information that has changed as
a result of changes to regulations or to
NRC policies and procedures.

Backfit Discussion

This RIS requires no action or written
response and, therefore, is not a backfit
under 10 CFR 50.109. Consequently, the
staff did not perform a backfit analysis.

Federal Register Notification

A notice of opportunity for public
comment was published in the Federal
Register on September xx, 2001 (66 FR
XxxxX), to give interested parties an
opportunity to suggest ways for
improving the guidance. The staff

concludes that this RIS and the attached
NRC inspection guidance are
informational and pertain to a staff
position that does not represent a
departure from current regulatory
requirements and practice.

Paperwork Reduction Act Statement

This RIS does not request any
information collection.

Please refer any questions that you
may have about this matter to the
technical contact identified below.

David B. Matthews,

Director, Division of Regulatory Improvement
Programs, Office of Nuclear Reactor
Regulation.

Technical Contact: Eileen McKenna,
NRR, 301-415-2189, E-mail:
emm®@nrc.gov.

Attachments:

1. NRC Inspection Manual Part 9900,
Technical Guidance, ‘“‘Resolution of
Degraded and Nonconforming
Conditions”

2. List of Recently Issued NRC
Regulatory Issue Summaries

Attachment 1
NRC Inspection Manual
Part 9900: Technical Guidance

Resolution of Degraded and Nonconforming
Conditions

Draft—August 2001

Resolution of Degraded and Nonconforming
Conditions
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Resolution of Degraded and Nonconforming
Conditions

1.0 Purpose and Scope

To provide guidance to NRC inspectors on
resolution of degraded and nonconforming
conditions affecting the following systems,
structures, or components (SSCs) normally
described in the updated final safety analysis
report (UFSAR):

(i) Safety-related SSCs, which are those
relied upon to remain functional during and
following design basis events (a) to ensure
the integrity of the reactor coolant pressure
boundary, (b) to ensure the capability to shut
down the reactor and maintain it in a safe
shutdown condition, or (c) to ensure the
capability to prevent or mitigate the
consequences of accidents that could result
in potential offsite exposures comparable to
the 10 CFR part 100 guidelines. Design basis
events are defined the same as in 10 CFR
50.49(b)(1).

(ii) All SSCs whose failure could prevent
satisfactory accomplishment of any of the
required functions identified in (i) (a), (b),
and (c).

(iii) All SSCs relied on in the safety
analyses or plant evaluations that are a part
of the plant’s licensing basis. These analyses
and evaluations include those submitted to
support license amendment requests,
exemption requests, or relief requests, and
those submitted to demonstrate compliance
with the Commission’s regulations, such as
the regulations for fire protection (10 CFR
50.48), environmental qualification (10 CFR
50.49), pressurized thermal shock (10 CFR
50.61), anticipated transients without scram
(10 CFR 50.62), and station blackout (10 CFR
50.63).

(iv) Any SSCs subject to 10 CFR part 50,
appendix B.

(v) Any SSCs subject to 10 CFR part 50,
appendix A, criterion 1.

(vi) Any SSCs explicitly subject to facility
Technical Specifications (TS).

(vii) Any SSCs subject to facility TS
through the definition of operability (i.e.,
support SSCs outside TS).

This guidance is intended for NRC
inspectors who are reviewing actions of
licensees that hold an operating license.
Although this guidance generally reflects
existing staff practices, application to specific
plants may constitute a backfit.
Consequently, significant differences in
licensee practices should be discussed with
NRC management to ensure that the guidance
is applied in a reasonable and consistent
manner for all licensees.

If, during an inspection, an NRC inspector
obtains information reasonably indicating a
possible degraded or nonconforming
condition affecting any of the SSCs listed
above, the inspector should promptly inform
the licensee so the licensee can promptly
evaluate the SSC’s status.

This guidance is only applicable to the
discovery of degraded or nonconforming
conditions. In some instances, however, a
licensee may find it necessary to take actions
that reduce the functional capability of SSCs
in order to perform maintenance. For these
cases, applicable guidance on the conduct of
the pre-maintenance risk assessment and the

management of the increase in risk caused by
the maintenance activities (including the
relationship with TS, risk assessment in
accordance with 10 CFR 50.65(a)(4), and
compensatory measures) is contained in
Regulatory Guide 1.182 (see also Inspection
Manual Part 9900, “Guidance on Voluntary
Entry Into Limiting Conditions for Operation
Action Statements To Perform Preventive
Maintenance”).

2.0 Definitions
2.1 Licensing Basis

The licensing basis comprises the set of
NRC requirements applicable to a specific
plant, and a licensee’s written commitments
for assuring compliance with and operation
within applicable NRC requirements and the
plant-specific design basis (including all
docketed and still effective modifications and
additions to such commitments over the life
of the license). The licensing basis includes
the NRC regulations contained in 10 CFR
parts 2, 19, 20, 21, 30, 40, 50, 51, 55, 72, 73,
and 100 and the appendices thereto; orders;
license conditions; exemptions; and TS. It
also includes the plant-specific design basis
information defined in 10 CFR 50.2 and
documented in the most recent UFSAR (as
required by 10 CFR 50.71) and the licensee’s
commitments remaining in effect that were
made in docketed licensing correspondence
such as licensee responses to NRC bulletins,
generic letters, and enforcement actions, as
well as licensee commitments documented in
NRC safety evaluations and licensee event
reports.

2.2 Design Basis

Design basis is that body of plant-specific
design basis information defined in 10 CFR
50.2.1

2.3 Degraded Condition

A condition of an SSC, potentially affecting
operability, in which quality or functional
capability has been reduced by mechanisms
such as aging, erosion, corrosion, or improper
operation or maintenance.

2.4 Nonconforming Condition

A condition of an SSC, potentially affecting
operability, that involves a failure to meet
requirements or licensee commitments
because of such factors as improper design,
testing, construction, or modification. The
following are examples of nonconforming
conditions:

1. A condition fails to conform to one or
more applicable codes or standards specified
in the UFSAR.

2. As-built equipment or as-modified
equipment does not meet UFSAR
descriptions.

3. Operating experience or engineering
reviews demonstrate a design inadequacy.

4. Documentation required by NRC
requirements such as 10 CFR 50.49 is
unavailable or deficient.

1 Guidance and examples for identifying 10 CFR
50.2 design bases are contained in Regulatory Guide
1.186, which endorses Appendix B to the Nuclear
Energy Institute (NEI) document NEI 97-04,
“Guidance and Examples for Identifying 10 CFR
50.2 Design Bases.”

2.5 Full Qualification

Full qualification is conformance to all
aspects of the licensing basis, including
codes and standards, design criteria, safety
analyses, and commitments.

2.6 Operable/Operability

The Standard Technical Specifications
define operable or operability as follows:

A system, subsystem, train, component, or
device shall be operable or have operability
when it is capable of performing its specified
functions and when all necessary attendant
instrumentation, controls, electrical power,
cooling or seal water, lubrication or other
auxiliary equipment that are required for the
system, subsystem, train, component, or
device to perform its function(s) are also
capable of performing their related support
function(s).

This definition of operable and operability
specifically applies to SSCS covered by its
and to those support systems that fall within
the definition. However, the same definition
may be applied generically to all SSCs
covered by this guidance when discussing
their operability (ability to perform their
functions).

3.0 Background

A nuclear power plant’s SSCs are designed
to meet NRC requirements, satisfy the
licensing basis, and conform to specified
codes and standards. For degraded or
nonconforming conditions of these SSCs, the
TS may require the licensee to take actions.
The provisions of Criterion XVI of 10 CFR
Part 50, Appendix B, may apply, requiring
the licensee to promptly identify and correct
conditions adverse to safety or quality.
Collectively, these requirements may be
viewed as a process for licensees to develop
a basis to continue operation or to place the
plant in a safe condition and take prompt
corrective action. Reporting may also be
required in accordance with 10 CFR 50.72,
50.73, and 50.9(b), 10 CFR part 21, and the
TS.

Changes to the facility in accordance with
10 CFR 50.59 may be made as part of the
corrective action required by Appendix B.
The process displayed in the attached chart,
“Resolution of Degraded and Nonconforming
Conditions,” identifies these and other
provisions that a licensee may follow to
restore or establish acceptable conditions.
These provisions are success paths that
enable licensees to continue safe operation of
their facilities.

4.0 Discussion of Notable Provisions
4.1 Public Health and Safety

All success paths, whether specifically
stated or not, are directed first at ensuring
public health and safety and second at
restoring the SSCs to the licensing basis of
the plant as an acceptable level of safety.
Identification of a degraded or
nonconforming condition that may pose an
immediate threat to public health and safety
requires the plant to be placed in a safe
condition.

Technical Specifications address the safety
systems, installed instrumentation, and
process variables and provide Limiting
Conditions for Operation (LCOs), Actions,
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Surveillance Requirements, Design Features,
and Administrative Controls required to
ensure public health and safety.

4.2 Operability Determinations

NRC Inspection Manual Part 9900,
“Operable/Operability: Ensuring the
Functional Capability of a System or
Component,” provides guidance on licensee
responsibilities to assess whether systems or
components continue to be operable when
degraded or nonconforming conditions have
been identified. The basis for continued
operation (as supported by an operability
determination) is further discussed in
Sections 4.5 and 4.6 below.

Other situations where operability must be
assessed include the discovery of an error in
a design calculation, nonconformance with
an industry standard, or an incorrect
underlying assumption for ensuring the
operability of a structure, system, or
component. With the explicit inclusion of an
affected requirement in facility TS, the
introduction of any discrepancies can result
in the affected requirement being
nonconservative or the inability of a licensee
to satisfy an LCO or surveillance requirement
(depending upon the nature of the issue).
Guidance related to non-conservative TS is
provided in Administrative Letter 98-10,
“Dispositioning of Technical Specifications
That Are Insufficient to Assure Plant Safety.”
If a licensee does not satisfy an LCO or
surveillance requirement that is included
explicitly in the TS, then associated actions
are taken or relief is sought (see section 4.6
below).

In some cases, a design calculation or
industry standard is used to define
surveillance acceptance criteria but the
specifics are not explicitly included in the TS
(e.g., the TS surveillance requirement is to
verify a capability for providing power or
cooling and a reference document or the TS
bases discuss the details of how this is
determined). If an error in a calculation or
nonconformance with an industry standard is
found in these cases, the licensee should
assess operability. If the affected SSC is
determined to be inoperable, the TS define
the appropriate actions. If, however, the
affected SSC is determined to be operable,
plant operation may continue, and the
discrepancy resolved as further discussed in
this guidance.

4.3 The Licensing Basis and 10 CFR 50,
Appendix B

The design and operation of a nuclear
plant must be consistent with its licensing
basis. Whenever degraded or nonconforming
conditions of SSCs subject to Appendix B 2
are identified, Appendix B requires prompt
corrective action to correct or resolve the
condition. The licensee must establish a
schedule for completing the corrective
action. The timeliness of the corrective action
should be commensurate with the safety
significance of the issue. The time period
within which corrective action must be

2 Appendix B is only applicable to safety-related
SSCs. However, NRC expects licensees to take
corrective action for any nonconformances with the
UFSAR consistent with Appendix B, Criterion XVI,
in a time frame commensurate with safety.

completed begins with the discovery of the
condition, not when it is reported to the
NRC.

In determining whether the licensee is
making reasonable efforts to complete
corrective action promptly, NRC will
consider whether corrective action was taken
at the first opportunity, taking into account
safety significance, effects on operability,
significance of degradation, and what is
necessary to implement the corrective action.
Factors that the NRC may consider are the
amount of time required for design, review,
approval, or procurement of the repair or
modification; the availability of specialized
equipment to perform the repair or
modification; and whether the plant must be
in hot or cold shutdown to implement the
actions. The NRC expects licensees to
explicitly justify time periods longer than the
next refueling outage in the deficiency
tracking documentation.

4.4 Discovery of an Existing But Previously
Unanalyzed Condition or Accident

In the course of its activities, the licensee
may discover a previously unanalyzed
condition or accident. Upon discovery of an
existing but previously unanalyzed condition
or accident that significantly degrades plant
safety, the licensee is required to report it in
accordance with 10 CFR 50.72 and 50.73, and
put the plant in a safe condition. (See
NUREG-1022, Revision 2, for guidance on
conditions considered to significantly
degrade plant safety.)

For a previously unanalyzed condition or
accident that is considered a significant
safety concern but is not part of the design
or licensing basis, the licensee may
subsequently be required to take additional
action after consideration of backfit issues
(see 10 CFR 50.109(a)(5)).

4.5 Establishing a Basis for Continued
Operation

The license authorizes the licensee to
operate the plant in accordance with
applicable regulations, license conditions,
and the TS. If an SSC is degraded or
nonconforming but operable, the TS establish
an acceptable basis to continue to operate.3
When safety-related equipment is affected,
the licensee must promptly identify and
correct the condition adverse to safety or
quality in accordance with 10 CFR part 50,
appendix B, criterion XVI.

The basis for a licensee’s authority to
continue to operate arises because the TS
contain the specific characteristics and
conditions of operation necessary to avoid
the possibility that an abnormal situation or
event will give rise to an immediate threat to
public health and safety. If the TS are
satisfied, and required equipment is
operable, and the licensee is correcting the
degraded or nonconforming condition in a
timely manner, continued plant operation
does not pose an undue risk to public health
and safety.

3 An exception to this general statement is the

case of a facility that is experiencing significant
performance problems that have led to issuance of
a confirmatory action letter or order preventing that
licensee from continuing to operate or resuming
operation until approval is granted by the NRC.

When a licensee finds itself in
noncompliance with a regulation, immediate
action such as shutting down the plant is not
necessarily required, unless otherwise
specified by NRC requirements. In such
situations, the licensee should first determine
if there is an immediate safety issue as a
result of the noncompliance with a
regulation. The licensee should further
determine what other NRC requirements
apply to the situation (e.g., 10 CFR part 50,
appendix B, criterion XVI, or 10 CFR 50.12)
and take the required action.

In developing a basis for continued
operation, licensees should consider matters
such as the following:

* The availability, reliability, and
operability of redundant or backup
equipment

* Compensatory measures, including
limited reliance on administrative controls

* The safety function and the events
protected against

* Conservatism and margins

» Probability of needing the safety function

* Probabilistic risk assessment (PRA) or
Individual Plant Evaluation (IPE) results that
determine how operating the facility in the
proposed manner will impact the core
damage frequency or conditional core
damage probability

» Plant-specific and industry experience,
testing, and research

The NRC concern with respect to a
licensee’s basis for continued operation is
that the operability decision be correct, the
documentation of the licensee’s actions be
appropriate, and any required submittals to
the NRC (see below) be complete. The
licensee’s documentation of its basis for
continued operation is normally
proceduralized through the existing plant
record system and is subject to NRC
inspection (Inspection Procedure 71111.15).

4.6 Justification for Continued Operation

Under certain defined and limited
circumstances, the licensee may find that
strict compliance with the TS or a license
condition would cause an unnecessary plant
action not in the best interest of public health
and safety. NRC review and action is
required before the licensee takes actions that
are not in compliance with the license
conditions or the TS, except in certain
emergency situations when 10 CFR 50.54(x)
and (y) are applied. A Justification for
Continued Operation (JCO) is the licensee’s
technical basis for requesting authorization
from the NRC to operate in a manner that is
prohibited (e.g., outside TS or license
conditions). The preparation of a JCO does
not constitute authorization to continue
operation. See Part 9900 guidance on Notices
of Enforcement Discretion (NOED) for
information on the NRC process for
exercising enforcement discretion with
regard to limiting conditions for operation in
power reactor TS or license conditions.

Other documents or processes that are not
equivalent to and do not perform the same
function as the JCO defined above may also
be referred to as JCOs. For example, NRC
generic communications may provide
direction on how to establish bases for
continued operation for specific issues, and
licensees may not be required to submit these
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determinations to the NRC. In Generic Letter
88-07, “Environmental Qualification of
Electrical Equipment,” and Generic Letter
87-02, “Seismic Adequacy,” these
determinations are referred to as “JCOs.”
Licensees should continue to follow earlier
guidance regarding the preparation and use
of these determinations for specific issues.
When reviewing licensee actions in response
to a degraded or nonconforming condition,
the NRC considers the content of the
documentation, not its name.

4.7 Reasonable Assurance of Safety

For SSCs that are not expressly subject to
TS and are determined to be inoperable, the
licensee should assess the reasonable
assurance of safety using considerations
similar to those discussed in Section 4.5
above. If reasonable assurance of safety
exists, then the facility may continue to
operate while prompt corrective action is
taken.

4.8 Evaluation of Compensatory Measures

When evaluating the impact of a degraded
or nonconforming condition on plant
operation and on the operability of SSCs, a
licensee may decide to implement a
compensatory measure as an interim step to
restore operability or to otherwise enhance
the capability of SSCs until the final
corrective action is completed. This guidance
concerns interim measures implemented
before maintenance to restore the condition
of the SSC has begun (also see Section 4.9
below).

Reliance on a compensatory measure for
operability should be an important
consideration in establishing the “reasonable
time frame” for completing the corrective
action process. The NRC normally expects
that conditions requiring interim
compensatory measures to demonstrate
operability will be resolved more quickly
than conditions that do not require
compensatory measures to show operability,
since reliance on interim measures suggests
a greater degree of degradation. Similarly, if
an operability determination relies upon
operator action, NRC expects the
nonconforming condition to be resolved
expeditiously.

With respect to the use of compensatory
measures, the approved regulatory guidance
(Regulatory Guide 1.187, endorsing NEI 96—
07, Revision 1) for implementating the
revised 10 CFR 50.59 rule states:

If an interim compensatory action is taken
to address the condition and involves a
temporary procedure or facility change, 10
CFR 50.59 should be applied to the
temporary change. The intent is to determine
whether the temporary change/compensatory
action itself (not the degraded condition)
impacts other aspects of the facility or
procedures described in the UFSAR.

In considering whether a compensatory
measure may affect other aspects of the
facility, a licensee should pay particular
attention to ancillary aspects of the
compensatory measure that may result from
actions taken to directly compensate for the
degraded condition.

As an example, suppose a licensee plans to
close a valve to isolate a leak. Although that

action would stop the leak, it may affect flow
distribution to other components or systems,
complicate required operator responses, or
have other effects that should be evaluated
before the compensatory measure is
implemented. In accordance with 10 CFR
50.59, if the evaluation determines that
implementation of the compensatory action
itself would involve a TS change or
otherwise require NRC approval under the
evaluation criteria, NRC approval, in
accordance with 10 CFR 50.90 and 50.92, is
required before implementation of the
compensatory action. If any SSC would not
be operable (in accordance with the TS)
unless the compensatory measure was in
place, the licensee must follow the TS
requirements (see also Section 4.6 above).

4.9 Maintenance Activities

After identifying a degraded or
nonconforming condition, a licensee will
typically perform corrective maintenance to
restore the facility to its as-designed
condition. Paragraph 50.65(a)(4) requires
licensees to assess and manage the increase
in risk that may result from proposed
maintenance activities. The conduct of
maintenance may also involve other
temporary procedure or facility alterations to
allow the maintenance to be performed or to
reduce risk. Such alterations include
jumpering terminals, lifting leads, and using
temporary blocks, bypasses, or scaffolding.
These temporary alterations associated with
maintenance are to be assessed as part of the
10 CFR 50.65(a)(4) risk assessment and,
consistent with NRC regulatory guidance, a
separate 10 CFR 50.59 review of the risk
reduction measures is not required (except
under limited conditions; see Regulatory
Guide 1.182 endorsing Section 11 of the NEI
(formerly the Nuclear Management and
Resources Council (NUMARC)) document
NUMARC 93-01, “Assessment of Risk
Resulting From Performance of Maintenance
Activities,” for further information).

4.10 Final Corrective Action

The licensee is responsible for corrective
action. A licensee’s range of corrective action
may involve (1) full restoration to the
UFSAR-described condition such as through
performance of corrective maintenance (see
Section 4.9 above), (2) NRC approval for a
change to the licensing basis to accept the as-
found condition as is, or (3) some
modification of the facility other than
restoration to the condition as described in
the UFSAR. If corrective action is taken to
restore the degraded or nonconforming
condition, no 10 CFR 50.59 evaluation is
required. The 10 CFR 50.59 process applies
when the final resolution of the degraded or
nonconforming condition differs from the
established UFSAR requirement. At this
point, the licensee plans to make a change to
the facility or procedures as described in the
UFSAR. The proposed change is now subject
to the review process established by 10 CFR
50.59. A change can be safe, but still require
NRC approval. The proposed final resolution
may require staff review and approval
without affecting the continued operation of
the plant, because interim operation is being
governed by the processes for determining
operability and taking corrective action
(Appendix B).

In two situations, the identification of a
final resolution or final corrective action
triggers a 10 CFR 50.59 review, unless
another regulation applies (e.g., 10 CFR
50.55a): (1) when a licensee decides as the
final corrective action to change its facility or
procedures to something other than full
restoration to the UFSAR-described
condition, and (2) when a licensee decides to
change its licensing basis, as described in the
UFSAR, to accept the degraded or
nonconforming condition as its revised
licensing basis. Each of these situations is
discussed in greater detail below.

Change to Facility or Procedures

In the first situation, the licensee’s
proposed final resolution of the degraded or
nonconforming condition includes other
changes to the facility or procedures to cope
with the uncorrected or only partially
corrected nonconforming condition. Rather
than fully correcting the nonconforming
condition, the licensee decides to restore
capability or margin by making another
change. In this case, the licensee must
evaluate the change from the UFSAR-
described condition to the final condition in
which the licensee proposes to operate its
facility. If the 10 CFR 50.59 evaluation
concludes that a change to the TS is involved
or the change meets any of the evaluation
criteria specified in the rule for prior NRC
approval, a license amendment must be
requested, and the corrective action process
is not complete until the approval is received
or some other resolution occurs.

Change to the Licensing Basis

In the other situation the licensee proposes
to change the licensing basis to accept the as-
found nonconforming condition. In this case,
the 10 CFR 50.59 review covers the change
from the UFSAR-described condition to the
existing condition in which the licensee
plans to remain (i.e., the licensee will exit the
corrective action process by revising its
licensing basis to document acceptance of the
condition). If the 10 CFR 50.59 evaluation
concludes that a change to the TS is involved
or the change meets any of the evaluation
criteria specified in the rule for prior NRC
approval, a license amendment must be
requested and the corrective action process is
not complete until the approval is received
or some other resolution occurs. To resolve
the degraded or nonconforming condition
without restoring the affected equipment to
its original design, a licensee may need to
obtain an exemption from 10 CFR Part 50 in
accordance with 10 CFR 50.12 or relief from
a design code in accordance with 10 CFR
50.55a. The use of 10 CFR 50.59, 50.12, or
50.55a in fulfillment of Appendix B
corrective action requirements does not
relieve the licensee of the responsibility to
determine the root cause, to examine other
affected systems, and to report the original
condition, as appropriate.

In both of these situations, the need to
obtain NRC approval for a change does not
affect the licensee’s authority to operate the
plant. The licensee may make mode changes,
restart from outages, etc., provided that
necessary equipment is operable and the
degraded condition does not violate the TS
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or the license. The basis for this position was
previously discussed in Section 4.5.

5.0 Enforcement

If the licensee, without good cause, does
not correct the degraded or nonconforming
condition at the first available opportunity,
the staff will determine whether the licensee
has failed to take prompt corrective action in
accordance with 10 CFR part 50, appendix B,
criterion XVI. If the NRC concludes that the
appendix B requirements were not met or the
operability determination is not valid, the
NRC staff will take appropriate regulatory
action, consistent with the NRC oversight
process and the enforcement policy for
reactors.

Completing corrective action within a
reasonable time frame does not prevent the
NRC from taking action for the root causes of
the degraded or nonconforming condition or
for violations of other regulatory
requirements. The nonconforming condition

may have resulted from earlier changes
performed without a 10 CFR 50.59 evaluation
or from inadequate reviews. The staff may
determine that the discovered
nonconforming condition involves a change
to the TS or otherwise requires prior
approval as specified in 10 CFR 50.59. In
such cases, enforcement action is appropriate
to address the time from when the degraded
or non-conforming conditions were created
until the time of discovery. The NRC’s action
will take into account the safety significance
of the facility conditions that existed while
the SSC was in the degraded or
nonconforming condition.

6.0 Reference

See the attached chart, “Resolution of
Degraded and Nonconforming Conditions.”
END

Documents may be examined, and/or
copied for a fee, at the NRC’s Public
Document Room at One White Flint North,

11555 Rockville Pike (first floor), Rockville,
Maryland. Publicly available records will be
accessible electronically from the
Agencywide Documents Access and
Management Systems (ADAMS) Public
Electronic Reading Room on the Internet at
the NRC Web site, http://www.nrc.gov/NRC/
ADAMS/index.html. If you do not have
access to ADAMS or if you have problems in
accessing the documents in ADAMS, contact
the NRC Public Document Room (PDR)
reference staff at 1-800-397—4209 or 301—
415-4737 or by e-mail to pdr@nrc.gov.

Dated at Rockville, Maryland, this 5th day
of September 2001.

For the Nuclear Regulatory Commission.
David B. Matthews,

Director, Division of Regulatory Improvement
Programs, Office of Nuclear Reactor
Regulation.

BILLING CODE 7590-01-P
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[FR Doc. 01-22867 Filed 9-12-01; 8:45 am]
BILLING CODE 7590-01-C

POSTAL RATE COMMISSION

Printing Plant Tour

AGENCY: Postal Rate Commission.
ACTION: Notice of commission visit.

SUMMARY: Postal Rate Commaission
members and staff will tour the
Thurmont, MD facility of Moore’s
Communications on Tuesday,
September 11, 2001. The tour will entail
observation of mail preparation
activities.

DATES: The tour is scheduled for
Tuesday, September 11, 2001, at 11:30
a.m.
FOR FURTHER INFORMATION CONTACT:
Stephen L. Sharfman, General Counsel,
Postal Rate Commission, Suite 300,
1333 H Street NW., Washington, DC
20268-0001, 202-789-6820.

Dated: September 7, 2001.
Steven W. Williams,
Acting Secretary.
[FR Doc. 01-22961 Filed 9-10-01; 11:01 am]
BILLING CODE 7710-FW-M

SECURITIES AND EXCHANGE
COMMISSION

[Release No. 35-27437]

Filing Under the Public Utility Holding
Company Act of 1935, as Amended
(“Act™)

September 7, 2001.

Notice is hereby given that the
following filings(s) has/have been made
with the Commission pursuant to
provisions of the Act and rules
promulgated under the Act. All
interested persons are referred to the
application(s) and/or declaration(s) for
complete statements of the proposed
transaction(s) summarized below. The
application(s) and/or declaration(s) and
any amendment(s) is/are available for
public inspection through the
Commission’s Branch of Public
Reference.

Interested persons wishing to
comment or request a hearing on the
application(s) and/or declaration(s)
should submit their views in writing by
October 2, 2001, to the Secretary,
Securities and Exchange Commission,
Washington, D.C. 20549-0609, and
serve a copy on the relevant applicant(s)
and/or declarant(s) at the address(es)
specified below. Proof of service (by
affidavit or, in the case of an attorney at

law, by certificate) should be filed with
the request. Any request for hearing
should identify specifically the issues of
facts or law that are disputed. A person
who so requests will be notified of any
hearing, if ordered, and will receive a
copy of any notice or order issued in the
matter. After October 2, 2001, the
application(s) and/or declaration(s), as
filed or as amended, may be granted
and/or permitted to become effective.

Appalachian Power Company (70-
5503)

Appalachian Power Company
(“Appalachian’’), 40 Franklin Road,
S.W., Roanoke, Virginia 24011, an
electric utility subsidiary of American
Electric Power Company, Inc., a
registered holding company, has filed a
post-effective amendment to its
application-declaration under sections
9(a), 10 and 12(d) of the Act and rules
44 and 54 under the Act.

By order dated December 10, 1974
(HCAR No. 18703) (““‘Order”), the
Commission authorized Appalachian,
among other things, to enter into an
agreement of sale (‘“Agreement”) with
the Industrial Development Authority of
Russell County, Virginia (“Authority”),
concerning the financing of pollution
control facilities (“Facilities”) at
Appalachian’s Glen Lyn and Clinch
River plants. Under the Agreement, the
Authority may issue and sell its
pollution control revenue bonds
(“Revenue Bonds”) or pollution control
refunding bonds (“Refunding Bonds”
and, together with Revenue Bonds,
“Bonds”), in one or more series, and
deposit the proceeds with the trustee
(“Trustee’’) under an indenture
(“Indenture’’) entered into between the
Authority and the Trustee. The Trustee
applies the proceeds to the payment of
the costs of construction of the Facilities
or, in the case of proceeds from the sale
of Refunding Bonds, to the payment of
principal, premium (if any) and/or
interest on Bonds to be refunded.

The Order also authorized
Appalachian to convey an undivided
interest in a portion of the Facilities to
the Authority, and to reacquire that
interest under an installment sales
arrangement (‘“Sales Agreement”’)
requiring Appalachian to pay as the
purchase price semi-annual installments
in an amount that, together with other
funds held by the Trustee under the
Indenture for that purpose, will enable
the Authority to pay, when due, the
interest and principal on the Bonds. To
date, the Authority has issued and sold
eight series of Bonds in an aggregate
principal amount of $116.24 million of
which $37.0 million presently are
outstanding.

The Authority now intends to issue
and sell an additional series of bonds in
the aggregate principal amount of up to
$17.5 million (“Series I Refunding
Bonds”’), the proceeds of which will be
used to provide for the redemption on
or prior to maturity of $17.5 million
principal amount of the Series G Bonds
of the Authority. It is contemplated that
the Series I Refunding Bonds will be
issued and secured under a
supplemental indenture between the
Authority and the Trustee. Appalachian
proposes to enter into an amended Sales
Agreement in connection with the
Series I Refunding Bonds under
essentially the same terms and
conditions of the original Sales
Agreement. It is contemplated that the
Series I Refunding Bonds will be sold
under arrangements with a group of
underwriters with such terms as shall be
specified by Appalachian. The Series I
Refunding Bonds shall have a state
maturity of no more than forty years, a
fixed rate of interest that shall not
exceed 8% per annum or an initial rate
of interest by any fluctuating rate Bonds
that shall not exceed 8%. If it is deemed
advisable, the Series I Refunding Bonds
may be provided some form of credit
enhancement, including, but not limited
to, a letter of credit, bond insurance,
standby purchase agreement or surety
bond.

Appalachian Power Company (70-
6171)

Appalachian Power Company
(“Appalachian’’), 40 Franklin Road,
Roanoke, Virginia 24011, an electric
utility subsidiary company of American
Electric Power Company, Inc., a
registered holding company, has filed a
post-effective amendment under
sections 9(a), 10 and 12(d) of the Act
and rules 44 and 54 under the Act to its
application-declaration previously filed
under the Act.

By order dated June 30, 1978 (HCAR
No. 20610) (“Order”’), Appalachian was
authorized to enter into an agreement of
sale (“Agreement”’) with Mason County,
West Virginia (“County”’). The
Agreement provided for the
construction, installation, financing and
sale of certain pollution control
facilities (“Facilities”’) at Appalachian’s
Philip Sporn and Mountaineer Plants.
Under the Agreement, the County may
issue and sell its pollution control
revenue bonds (“Revenue Bonds”) or
pollution control refunding bonds
(“Refunding Bonds”), in one or more
series, and deposit the proceeds with
the trustee (“Trustee’’) under an
indenture (“Indenture”) entered into
between the County and the Trustee.
The proceeds are applied by the Trustee
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