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V1ctor Stello, Jr
Execut1ve Dlrector for Operatlons

PROPOSED ENFORCEMENT ACTION FOR SEQUOYAH FUELS rORPORATION
AND REDUCTION IN COVERAGE BY THE INDEPENDENT. OVERSIGHI
TEAM AT aEQUOYAH FUELS UF6 FACILITY (EA 87- 108)

To resolve the issues ‘arising out of the Sequoyah Fuels
Facility Ol investigation by recommending:- (1) 1ssu1ng a
Show Cause Order concerning: certain supervisors and
concern1ng activities by two attorneys; {2) issuing a
Notice of Violation and:Proposed Imposmt1on of Civil-.
‘Penalties; and (3) reducing the coverage by the
1ndepencent 0vers1ght Team (IOT) at the Sequovah Fuels
UFo Fac1l1ty ' : _ L

Ow January 4, 1986 at the Sequoyah Fue]s Fac111ty at Gore,
Oklahoma,. an overf1lled cylinder of uranium hexafluoride
(UF6). was. -heated and ruptured, ‘causing the death of one
employee. The accident was promptly investigated by an
Augmented Investigation Team (AIT). .On January 21,7 1985,
Congressmen Markey and.Synar, chairmen of House. subcomm1ttees
sent a 1ist of -questions concerning the incident to the

NRC, which: requested assistance from Kerr McGee/Sequoyah

Fuels Corp in develop1na the responses. In-March 1986 the
Office of. 1nvest1gat10ns (01) commenced an 1nve<t1gat1on to
determine among‘bther mattens, whe»her*&equoyah Fee1s
*quac111tv (SFF) ‘personnel w111fu11v heated-oterfilled |

cylinders in the past, whether record falsification had
“occurred in relation to heating overfilled cylinders,

whether management and superv1sory personnel made willful
false statements concerning their knowledge of heat1ng of

- overfilled UF6 cylinders, and whether a letter from Kerr-
McGee to the NRC dated January 29, 1986, for use in responding
_to the Congressional inquiry, conta1ned maeer1a1 false .
,.statements L ' g;'

: .3
As a condItwon of restart1rg operations at SFr an Order § %
Modifying License dated October 2, 1986 requ1red among

other things, & third party, 24- hour daily oversight during é

" operations. In several meetings in September and October

. 1986 the Commission considered authoriz ing restart of 2
‘operations at SFF. As the 0I investigation was not complete
at that time, the Ol report was not available, but the =

1nvest1gat1on had, cnong other things, raised serious dopbt

/4

Cortitie«d By

.-...5‘...:..’:.'




«)

The Commissioners

the Pre51dedt

'» "}‘. :'='--2-- '
about the candor of severa] superv1sors durlng the 1nvest1ga-
tions and that of the licensee's attorneys in‘preparing a
résponse to the Conm1ss1on The option of .excluding or
reprimanding these supervisors was not’ implemented at the
time, s1nce revealing their names and the reasons for the

actions prior to completion of the OI report and possible
00J consideration might have compromised possible D0J actions.
Thus, the concept of the I0T was adopted to provide time

to resolve the concerns about those. supervisors who may

have demonstrated a lack of candor during the investigations
and to ensure compliance with operating procedures. On
October 16, 1986, the Commission authorized the staff to
permit restart when this oversight was 'in place.. The team
has'been-in place at the Facility since November 5, 1986,

and operations were resumed.December 11, 1986.: In add1t1on
as a result of-the .failure-to provide accurate: information
to’ the NRC ‘in-the-January 29, 1986 response, ‘the Order
Modifying License, also requ1red that all 1nformat1on '
submitted.to the NRC. be under :the.oath -or aff]rmat1on or
JSequoyah*Fuels‘Corporatlon

The NRC lssue sa~Not1ce of Vlolat1on and Proposed Impos1t1on
of .Civil. Penalties. on October 14, 1986 for violations of
procedures, some of which were ‘associated with the accident.
Sequoyah Fuels Corporation (SFC) responded and 'an Order
Imposing Civil Honetary Pena1t1es in.the amount of 3310,000
was .issued February 5, 1987 The penalt1es were pa1d by

;aFC on March 2, 1987

The OI 1nvest1gat1on report was completed December 9 1986.
01 concluded,  among other things, that several supervisors
made willful false statements to NRC investigators and that
a senior Kerr-licGee corporate attorney and an outside attorney,
both of whom were responsible for the preparatlon of the
response to the Congre551ona1 inquiry, had significant
information in their possession which they willfully and
knowingly withheld from the NRC. 0I also concluded that
some employees know1ng1v and intentionally heated overfilled
cylinders in violation of procedures, that some supervisors
failed to ensure comp11ance with procedures, that one _
operator Sanders, intentionally deceived the NRC as to his
knowledge concernlng ithe ;heating of overfilled cylinders,

and that; operators rout]nely recorded incorrect cylinder
weights ‘ofjstatus ! shéets-‘and falsified entries for overfills
of more’ than*200 pounds" On January 14, 1987 0I referred
these. matters to’ DOJ On Hay 28 1987 DOJ dec11ned to
ptosecute ‘ . _ ,

In letters dated Februar/ 24 1987 April 6,-1987, and

May 7, 1987, Sequoyah Fuels Conporatlon (SFC) vequested
phased reduct1onmgf the I0T. These letters included ..u
reports from the IOT indicating a satisfactory level of
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Discussion:

'To accomp]1sh the second phase complete remova] of the I0T,

- 3 -
Teia
-

performance and fulf111ment of obJect1ves The 10T report
attached to the May 7, 1987 ‘letter (Enc]osure 1) also states
that the QA-program is "fully developed, appropriate, and is
being effectively implemented." The issue of reducing the
10T was presented to the Commission in April 1987, SECY 87-96.
The Commission directed the staff to defer the. recommended
reduct1on unt1] DOJ had acted on the referral

In a 1etter dated June 19 198/ Mr. James G. Randolph
President:of SFC, requested that the requ1rement for
subm1tt1ng 1nformat1on under-his sworn signature be
rescinded, stating: "There is nothing to suggest that
during this time period, nor.prior to the institution of -
the xggu&rement that SFC has been anyth1nq but. cand1d with
the N AL ;

ihe staff now’ proposes to take action as follows. to reso]ve
-the outstand1ng 1ssues at Sequoyah Fue]s Fac1]1t/ ;

The- Order Mod1fy1ng Llcense that requ1red the IOT prov1ded
the D1rector Office, of: Inspect1on .and Enforcement, with-
the author1ty to modify the overs1ght requirement. * After
review of the “[0T-reports -and NRC. inspections, the staff‘
believes that reduction,of I0T- ‘coverage” should be accom- -
plished in two phases, and that- reduction to one sh1ft per
day. on a random bas1s 1s now. appropr1ate . .

the NRC must have further assurance that it.can .rely.on.the
performance and integrity of all of the supervisors.

Therefore the staff has prepared the enclosed Order to Show
Cause why four supervisors should be permitted to perform
licensed activity in the absence of the OIT, in order to
provide the NRC'with the requisite conf1dence The Order
seeks information as to disciplinary action, training, and
management controls instituted, and also requires information
as to replacement personnel if the company should. dec1de to
remove the named superv1sors

Quest1on 11 of the January 21 1986 Congress1ona1 request ,
sought, 1nformat10n .as to, superv1sory or management knowledge
of heat1ng of, overf111ed cyl1nders (The question and .
answer-are.quoted.in the’ Notice-of V101at1on sincluded 1n
Enclostre’ (2).) The: licensee's: response 1nd1cated that -
management dld not have that. knowledge but’ was"silent as

to supervisory “pérsonne], although management, -including. the
Assistant General Counsel-Litigatien, ‘Thomds McDaniel, knew
that at ]east one supervisor was aware of the 1mproper
practice. ~ In the course of prepar1ng the response, McDanie]
directed that a reference to supervisory personnel be deleted
from a draft because he knew that at least one supervisor
was aware of the practice. Thus, the response was false by
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" ‘Coordination:

As this additional enforcement action;ié based largely on.

01 investigation report to the.licensee.” ‘In the course of
.the investigation, two individuals were, granted confidential
-status. - OI is providing a.redacted copy.of. the report that
can be released. o cLmabes

this action. I
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omission. The.question.also inquired as to prior circumstances
of heating of overfilled cylinders. The company's answer to
that part of the questioniadvised that an investigation was

in progress to determine whether "there had been any instances
of overfilling", and thus-suggested that there was no know-
ledge of the prior instances when, in fact, the company
already had information that such instances had occurred.

The company's*answer to.that part of the question was drafted
by outside counsel, Peter Nickles. The Ol investigation

makes clear that the corporate response was- prepared by
attorneys and without adequate supervision by corporate
management and technical personnel.

The responses..to. Question 11-are' false statements that_.were
material to the actions of-the NRC.: While:the submission
may not:have.been'a deliberate effort.to provide false -
information,  the submission-was clearly misleading. The'
submission. constitutes-a careless disregard for ‘the need to
provide complete and accurate information to the Commission.
The -Order to Show Cause allows the.licensee to show why

the requirement for submitting information under. the sworn
signature of the President should not be continued as long
as Mr. McDaniel or Mr. Nickles is involved in preparing
responses for submission to the NRC. In addition, a MNotice
of Violation is attached and proposes a civil monetary
penalty in the amount of $8,000 for each of the false
elements of the answer submitted to Question 11. Each of
the]fE]se statements is categorized as a Severity Level II
violation.

In view of the penalties previously imposed and the changes
in management at the Facility, additional penaities are not
being proposed for other violations that occurred prior to

the accident. : o -

information developed in, the 0I investigation, the staff.
expects that it will be necéssary to.provide a copy of. the

The ‘0ffice of General Co

unsel has noqfég§1upbjéétion;tdf:
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Recommendation:

Enclosures:

SECY UOTE:
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The staff intends: to: (1) authorize reduction of the 10T
coverage to.one shift as described above and (2). issue the
enclosed letter, Show Cause Order and the Notice of Violation
and Proposed Imp051t1on of Civil Penalties two weeks from

the date of this paper unless the Commission directs other-
wise, Note: Because this matter involves enforcement issues,
it should not be publicly disclosed.

rs

Executive D1rector for Operations

(1) Letter of May 7, 1987 from Sequoyah Fuels Corp.

(2) Letter to Llcensee enclosing Order to Show Cause and
got1?e of Violation and Proposed Imposition of C1v11
enalties .

In the absence of 1nstructlons to the. contrar/,‘
SECY will notify the staff on Tuesdav, August 4,

1987 that the Commission, by negatlve consent,

assents .to the action proposed in this paper..
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Enclosure 1

SEQUOYAH FUELS CORPORATION — ™=* ®7%!

. May 7, 1987

JAMES G RANDOLPM. .
PRESIDENT . .
) - P LR
L]
Vo i . . . . .

CERTIFIED MAIL < RETURN RECEIPT REQUESTED

--'.~.4: . [ e T P . [P M . RS ,._',..,\,.‘.,

Vlctor Stello Jr.
Executlve Director for Operatlons

U.S. Nuclear Regulatory Commission
Washlngton,,D c. 20555 . o R .

Re: License SUB-1010; Docket 40-8027 ~ .. 77
'”;,Request ‘To. Reduce IOT Coverage B A

PN

.

Dear Mr 'Stello'::

In an, Order, Modlfylng Llcense SUB 1010 dated October 2,
1987, James M. Taylor, fDlrector Offlce of’ Inspectlon and

Enforcement issued condltlons requ1red ‘of. Sequoyah Fuels

Corporatlon 1n order to receive’ permission to restart the
UF Fac111ty ‘at  Gore, ‘Oklahoma.;d One requ1rement was that
an 1ndependent organleatlon be ‘retained to oversee’ operatlon
of the fac111ty The Order also set forth the mechanism
with which the provision could be relaxed or resc1nded

o

In letters dated February 24, 1987, and April 6, 1987, to

‘Mr. Taylor, Sequoyah Fuels Corporation respectfully requested

authorization to reduce around-the-clock coverage provided
since November 5, 1986 by .the Independent Oversight Team

(I0T). We have not recelved @ response to ‘our latest
~reqguest.
“These previous requests were based in " part, on

recommendations made by the IOT in their monthly reports
dated February 20, 1987 and March 30, 1987. In their sixth
report, dated May 1, 1987 (copy enclosed) the Program Manager
of the IOT states:

"In view of the fact that all of the objectives for
the Independent Oversight Team in the NRC Order of
October 2, 1986, have now been fulfilled and in view
of the .good performance of SFC in all aspects of
.+ operating the Sequoyah Facility, we recommend that
< continuous Independent ’Over51ght :am  coverage be
~immediately terminated.”™ . T LT
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To date. 216 cylinders have been filled with UFs since restart
and either’ have been shipped ‘or are awaiting shipment To date,
30 cylinders have been heated in the remodeled steam chest and
the contents recycled because:the. product specification limit of
10 ppm chromium had been exceeded. Methods are being
1mplemented to reduce the possibllltj of chromium reaching the
product., )

W

3.1 Gooling Water Lina Bre AR
At - aBout16840 on“Aprll 10, 1987; ' Alert was declared by

the'.Sequoyah . Facillty shlft superv1sor because of a loss of
cooling water: input to the: Faczlity This was caused by a
contractor-operated bulldozer rupturing: the 16-inch buried
input line from-the.Lake Tenkiller source. while dlgglng
drainage ditches for SFC on company ‘property. . All. .
operations were shut- down: and remained. down until the

'-damaged section-of pipe could. be replaced and tested this
was. completed ‘at.1930.. ..‘To prevent similar:- future. problems,
-each’ company : employee or contractor preparing.to perform
any. future. digging operations - will be briefed by a member
of the Englneerlng Department 'as to the locatlon of all
burled lines 'in the work ‘area. ’, .,ﬁ ﬁq-{ﬁg

We feel.that the 1ncident was very properly handled by the
llcensee,.and we believe.the remedies are: approprlate

30 o , .

DS

Twice in the past month, very high beta readings (cver 10
R/hr) were discovered in two different parts of the
process. One was in the material filtered from the UFe .
during draining to fill shipplng cylinders and the other in
solid material remalnzng in "emptied” cylinders after
washing. Ingboth: case,s3 theqmateqialﬂis believed to be
thorium-234.;" the '24-day" half life daughter of uranium-238,
together wlth its 5-hour half-life daughter, protoactinium-
234. This hypothesis has been confirmed by several isotopic
, analyses to date, and it is believed that other pendlng
-~ analyses will confirm that it is the only isotopic pair .
ﬁQ§51gn1ficantly involved in both’ places Both of these
”3daughter products are very low energy beta-gamma emitters,
,but ‘their high degree of accumulatlon in these two places
trequ1res special plant practices . .
5 :_A "|~.! A’ . ';',"
The hlgh accumulatlons in UFs filter sollds and in cylinder
residues are due to the physical characteristics of ThF4,
which is insoluble in both UFs and water and not volatile.
Therefore, it would be expected to accumulate in the UFs
filters and to remain in “"emptied” shipping cylinders.

IO P . . [P
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May 7, 1987 . : R
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The Program Manager further recommends that intermittent
IOT coverage be provided one week per month for two months
and one week per quarter for the balance of the year.

SFC fully -concurs in both recommendations made by the IOT.
In view of- these recommendations and SFC's sustained
performance, we believe good cause to rescind the provision

has been conclusively demonstrated. Accordingly, SFC
requests your timely review of this request for prompt phased
reduction of I0OT coverage at the Sequoyah Facility. We

are prepared to meet with you at your earliest convenience
to discuss our request in more detail, ‘should you feel a-
meeting would be worthwhile TN S e »

h, Pfesident

S¢quoyah Fuels rporation

JGR/jkw
Enclcsure

Thompson, Jr., NMSS

L.
L.V. Rouse,. NMSS
R.D. Martin, Region IV

FER-UL NP




" - RE: 8731

AFFIDAVIT

STATE OF OKLAHOMA
COUNTY OF OKLAHOMA . 8S: License SUB-1010; Docket 40-8027
Request to Reduce IOT Coverage

I;' James G. Randolph, President, Secquoyah Fuels Cbrpbratlon, hereby
attest that the facts contained in the attached documents are accurate
to the best of my knowledge.

es G. Randylph, President
Sfgquoyah Fuels Operations

Subscribed and sworn before me on this"'z 74 day of %7722f7 .,
1987. 178

My Comm1531on Expires: - ' , _'-.'iﬂ

jX:Zszmfko ¢5/ /99%9
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Steven D. Emersdn} General Manager
Sequoyah Fuels Operations
Kerr-McGee .Center. .

123 Robert S. Kerr Boulevard

Oklahoma City, OK 73124

Dear Dr.

Reference:

Subjech:ﬂ

'Emerson:

License SUB 1010 Dockeﬁ 66 8027

.Order ﬂodifying License:i5f

WARRINKX BREWER
Sranu Craln
ANDRCW A DYRES
JANET W Wi LIAMSON
LUCA OTHINGTTY

' s:mo- Extcunv( Alsocnug

ND\LIAM.‘ YOuUNQ ..

AS!OCMY!S
OEORAL APOBTOLAKIS
VIIAY & DR
NATHANO S

RAYUOND £ BOVWIN . .

Sixth Report of Independent Oversight Team {,k

ALULI LY
IfAY 5 1987

- - ﬁn’ .
Slt‘vli‘.il D tn'.lEuuUll
NEWPORT BEACH CALIFORNIA
TELEPHONE 714 550.3000
TCLECOPIER 714 $46.902)
TELLX 3718933

WASHINGTON, D. C
TELEPHONE 202 639-1122
TELECOPIER 202 294.0774

In accordance with the Statement of hork for the Independent Oversight Team at the
Sequovah Facility and as required by the NRC: Order Modifying License of October 2,

1986,

the Independent Oversight Tcam.

Lo

we are enclosing the sixth formal reporc of the activi:ies and findings of

. i i
t

If there are any ques:ions on any item in this repbrﬁ. please let me know,

Sincerely,

Q‘U-WJ CL dedw.a_

: J es A. Buckham
IOT Program Manager

JAB/slm .
Enclosure
cc: R. D. Martin, Region IV Administrator, Nuclear Regulatory Commission
J. G. Randolph, President, Sequoyah Fuels Corporation
W. L. Utnage, General Manager, Sequoyah Facilirty
‘B, J. Garrick, President, Pickard, Lowe and Garrick, Inc., Program Director
M. Ward, Vice President, Pickard, Lowe and Garrick, Inc.

4
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The Independent Oversight Team has been organized and in place
at the Sequoyah Facili*-- since November 5, 1986. The team
consists of a Program . .cector, a Program Manager, a Program
Assistant Manager, and 16 other team members. All team members
‘have :received the requisite training for performing shift . .
surveillance. coverage and have been approved by:the: Nuclear
'Regulntory.Comm1551on as qualified for this activ1ty g

tn the exception of the 4 day Christmas plant shutdown. the
<lndependent Oversight Team has maintained 24-hour surveillance

¥ operational and maintenance activities since November 5,
1986 “with appropriate .overlaps in coverage by..team members to
,permit exchange of: information on, plant status. activities and
plans.-:-In. addition,,the -Program Manager or A551stant Program
Hanager ‘has. been .on duty..during this entire period .-serving a
normal. work day at the Facility .and being continuously available
‘to team members by telephone orlpaging service ;4j;.;u.

As discussed later in this report the Independent Oversight
Team has. fulfilled- the objéectives set forth for it in the -
.October 2, 1986 Order Modifying License. Therefore, we. have
¢recommended prompt .reduction in coverage to a level consistent
with verifying continued good performance by Sequoyah Fuels
Corporation in all areas previously reviewed.

2.0 FACILITY OPERATIONS AND STATUS -

Following completion of pre'restart'activ1ties. approval for.
restart of Facility operations was received on November 14, -
1986. The normal startup problems were systematically resolved
" and normal UFs production operations have been occurring since
- . December 11, 1986. The first UFe cylinder filling was completed
T on Decemper }7 1986 : :

” operations has now been completed and the
operatingﬁdifficulties caused by the ‘extended shutdown were
rlresolved by the end of January Production operations were
'initiated at a nominal throughput rate of 300 metric tons of
. uranium per morith, with this rate being exceeded in both
i February and March. Starting in March, about 30 additional
" operating personnel were hired and their training was initiated.
This permitted additional equipment to be operated .
. simultaneously in April and an April production goal of 400
. metric tons of uranium was established. Actual April production
. was 411.9 metric tons of uranium.

4
o
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No sxgniflcant beta-exposures to personnel were measured
from elther source of accumulated beta emitters, but
Sequoxah Facility personnel responded aggressively to both
findings and have instituted new practices to prevent any
personnel exposure: from these accumulations -of. high
intensity beta emitters: Additional.-beta-detection survey
instrumentation has been ordered, and beta surveys will
routinely be made in many plant areas. During the course
of changing-and cleaning of UFs filters,:personnel will be
continuously shielded from the beta fields, and health
physics .technicians.will carefully monitor-all steps with
beta:detecting’instrumentation.- Cylinder:-washing and drying
operatlons are being modified. to collect:and recycle all
re51dues .However, in keeping with the ALARA principle,
the major improvement in practlces will:-be to delay washing
of; cylinders -and filters .for many months:so that. the

24 day half life Th 234 will have largelyidecayed

We feel that the rapid response and overall management

"attention to-the" discovery. of these accumulatlons cf beta

emitters has been. excellent;,- “and the correctlve measures
adopted are appropriate and adequate

On. Aprilﬁ3b 1987““tne Sequoyan Facllltylneld an‘eﬁerciSe
of..its emergency procedures, 1nclud1ng:the off-site

.practlces that would be involved.in a. General Emergency

Observers from several. State and. local agenc1es and the NRC
were present

The exercise lasted nearly four hours and the scenario was
not revealed to Facility personnel in advance. . The
scenario involved initiation of events from high winds and
a nearby tornado. .It began as an "Unusual Event"” when

-several hundred pounds of yellowcake vere spilled from

toppled drums- that are stored outside. The event escalated

" to an “"Alert” ‘and a “"Site Area Emergency when wind damage
* toppled a signboard on the roof which broke ductwork. A .
-. General Emergency was declared when a. ‘wind-hurled object

broke the piping; atop an outdoor tank used to store. .

anhydrous ‘ammonia. “The’ offsite sirens were then activated

‘as was. the automatic telephone.system used to notify nearby

residents ‘and appropriate offic;als of the nature of the

-emergency . .“H..n«»_ ;;.; r}.t;

bt
-l

The exercise was well conducted and over 100 . enployees
partlcipated Some proved to be better actors than others;
some employee responses did not -include performlng all
steps in the way that would be required in an actual °
emergency. although this was very liPely due to the

reallzatlon that the hazards weren't really present.
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Some valr.able lessons were learned from the exercise, and
- .these will be. incorporated in.improved.procedures. . Such
-=‘exercises are. required at. least every, five years, but
.partial drills . will be.held.at much more.;frequent -
, intervals, (e. g.. The offsite sirens. and telephone
nnotification system are. tested monthly)

OPERATI] ’or*

Field monitoring of the performance by Sequoyah: Facility
personnel of-the operating procedures has.been-:the principal
activity of-the. Independent Oversight Team.: To: insure that this
activity was performed so as to emphasi:ze. safety -related
activities, we chose to give highest priority-to those .
procedures involving receiving, transfer, production,. or use of
HF, F2, or UFs, as well as _to those activities-performed to |
prevent release of hazardous materials to' the environment.
Procedures, were assigned an audit priority number in accordance
with this emphasis ' SEPRI R U S s

f ..=,,,-w._. . ". '-'/'- . B .
Each of *he 37 Priority No.?l procedures were audited thoroughly
at ‘least -twice,iwhile. all of: the other 137'auditable procedures
were audited thoroughly at least once -ng e . :
A total of‘47 Audit Report Forms were issued because of an
apparent difference between procedure language and either intent
or performance. None of these reports represented an operator
willfully or otherwise violating an operating procedure. Most
represented omissions or apparent contradictions in the
procedure language or suggestions to improve the safety-related
coverage of the procedure.

Sequoyah Fuels Corporation management -issued written responses
to each Audit Report Form:. In a few cases,. the Indepézndent
Oversight Team was not satisfied with the initial resronse, and
revised responses have been issued in those cases. The
Independent Oversight Team is now completely satisfied with the
response on all: 47 Audit Report Forms, and all_actions promised

by SEC 1n these responsesuhaye been effectively 1mplemented Sl

Sl ob v : , e

,Hav1ng finished the complete auditing of all procedures. we have

switched in the past two monthe™to selective surveillance of key

'portions of'those procedures Judged to:have: theugreatest safety

. Since. reauditing ofx complete procedures ‘appeared

" to be. of*diminishing value We have also. turned our attention

.....

non- routine maintenance - These activities are unlikely to’
result in the preparation of additional Audit Report Forms
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We also submltted over 100 wr1tten suggestions to SFC Management
on Independent:Oversight Team Suggestion Report Forms on
observations not related to procedures-or on minor wording
problems in procedures such as typographical .errors. These
reports have received serious consideration by SFC management.
Over 2/3 of them have been effectively implemented, while others
are still under active congideration. -

The Statement of Work requ1red special rev1ews by the‘
Independent’ Over51ght Team in four-areas. Our comments on these

reviews follow: "= -7 R A S

6.1 mrmmwwwm

Qaeab;lmy__gfﬁf_c_limglms:\

As 'stated in our-last: report,:we feel our: rev1ew of thls
area has been’ completed but we ‘are continuing. adequate S
.observatlons to,assure continued good performance by

6.2

As indlcated in our 1ast report "we feel our review of this
area has been completed. If any new procedures are issued
during our coverage, we will review them and audit their
implementation.

6.3 equacy S ord o

We have observed no instance of rececrd keeping that is not
adequate to demonstrate.regulatory and procedural .
compliance. We feel our review in this area has been
completed but we will continue adequate observaulons to
assure cont1nued good performance. . s S

We ha’e contlnued our exten51ve rev1ew of the SFC Quallty
Assurance (QA). program this month Wlth the’ con51derable
. progress “made the past ‘month,  we’ now feel- that the program
oS, fully. developed appropriate. ‘and is being effectively
fimplemented Comments on various elements’ of thls pProgram
:are contained in. the_ensuing‘subsectlonsj‘ .

L ————
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. As‘was done b?xthe Independent Oversight Team, under

the SFC QA Program the operating .procedures. have. -

been given an. audit 'priority by the.SFC QA Manager,
with the ones having a significant .safety aspect :

being given a Priority No. l‘rating and iothers being
rated Priority No. 2,..3.or 4. . As required by -

‘License :Condition 31 of the October 2, -1986 Order.

alliPriority'No:ll-operating procedureslare .being '

‘audited annually while those of a lower priority

level are being selected for audit through a

'systematized -selection 'system.” ‘A-«comparison of the
‘SFC selection system with that -of: -the: Independent -
Oversight Team leads”. us.; to the conclusion that the
-SFC system 15 appropriate e #

A . . H -

'We have carefully reviewed the SFC QA procedural
audit findings to date and have ‘found that their
-auditing: appears “to be ‘Very : ‘thorough.: This is borne
out ‘by.the - fact. that ion iseveral procedures

previously:. audited and found by .the Independent
Oversight Team ‘to- be\satisfactory,,the SEC. QA audit
found ‘and. recommended ‘several procedural _
improvements, albeit of minor safety significance.

Each SFC procedural audit includes verification of
the adequacy of the training received by the ,
operators involved, pointedly observes the operator
attitude, and verifies the adequacy of the
associated record keeping. Thus, continued review
in the areas required of the Independent Oversight
Team in the October 2 Order 1s covered by the SFC QA
Program .

Two other important features of the Independent
Oversight Team system are incorporated.in the SFC QA
Program. - First, timely written responses (within 30
days) must be made to’ the QA Manager on all audit
findings. : These responses must: provzde comnitments
to, timely resolution of- identified problems ’ L"“
Second ‘the. QA program requires reaudits ‘of the .-
procedure by.. the QA, Manager until he is assured . that
alls responses to’ audit findings are appropriately K

,implemented" :Only. then is. the audit rcport closed

out. Both of ‘these features are now being A
effectively 1mplemented . - '

B
MR
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] fnellndependent.Oversiéht Teanvféﬁhd"ihat a majority

of our beneficial contributions came from
observations made in the. fleld on plant walkthroughs
and the verbal comments made on those observations
to SFC supervisors. The SFC QA Manager has adopted
a similar system of weekly walkthroughs and verbal
transmittal of his observations - These walkthroughs
are now required by .a revision in .the QA procedures.
The SFC QA Manager maintains a- written record of his
observations ina. log book,. appropriately varies the
areas walked through and . perlodically reviews his

'findings to detect any long term trends

v Co ST

.We have revmewed the detailed written analysis

prepared . by ithe "Facility QA Manager : of the - .- ¥
‘operational quality: requirements.for ‘each of he
bulk .chemicdals -used'at ithe Sequoyah Fac;lity

“together with the: quality.’ assurancé: aspects of
"ordering-and . receiving these . chemicals. | -We believe

‘this.document is ‘appropriate and complete and that
adequate quality assurance is being prov1ded to’bulk
chemical receipt ,

.A procedure has been issued for making and

segregating critical materials such as plate,

piping, valves, pipe fittings, and gaskets according

to material of construction to provide assurance
that proper materials are selected for repair work
at the Sequoyah Facility. We have audited the
implementation of this procedure and found no
deviations. . The SFC QA Manager has also scheduled‘
this procedure for an early audit

.....

R . o - 1
[ -,.l“ '-_.,.:.‘.“- .

: w; ii_ﬁf -,wr :«;_.

The SFC QA procedures have been reVised to require;
follow up by the QA Manager of each plant 1ncidentﬁ
to assure that appropriate lessons learned have i
been identified ‘and. are being 1mplemented in a . -
timely manner This follow up is” now being
appropriately implemented : ; i
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"Systems ‘are now in-place, including computerized
logging, for follow=-up. by SFC .of. all NRC .and IOT

:recommendations T PR

In summary, the SFC Quality Assurance program 1s -now fully

implemented and.operational. It has been-thoroughly reviewed by
the Independent Oversight Team and we find it to be totally
appropriate.; . The practices.of the Independent. Over51ght Team
have been incorporated appropriately into this program, and it
will serve effectively -when the .Independent Over51ght Team -is no
longer providing :‘continuous on-the-floor. coverage and its:
functions are assumed by the SFC QA Manager .

s gt WL e e -

7.1 Open Recommendations in First Independent Oversight Team
Report -- Nonefa : S . e

7.2 Open Recommendations in Second Independent Over51ght Team
Report RURA .

7.2.1 Off-Gas Burper Eailgig;

Considerable maintenance and engineering effort,
including the help of outside ‘experts, has been
applied to reducing the frequency of off-gas burner
failures. The frequency of these failures has been
reduced to an acceptably low level, and this
recommendation is now considered closed.

7.2.2 SFC Procedures for Material Selection

As indicated earlier, we have reviewed and audited
this procedure. .We find it to be appropriate and.
that it is being effectively implemented.

Th refore,;thi recommendation is considered closed

i i N . ’ Y PR
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7.4 Recommendations in Fourth Independent Oversight Team Report

7.4.1°,

Emgrégngx Vglvg ngagtgrgzgxgm

+SFC: Operating Procedures have been revised to
require’ rallroad car-type seals instead of padlocks
to hold..open,the block valves ahead of relief valves

. .-

.. on vessels.---This will, permit emergency closing of

: ;vthese valves should the relief valve develop a leak.

Thé procedure requires filing .of an incident report

i .4 f any seal:'is broken in an emergency.. - We have

audited this procedure and find it to be appropriate

‘H*;ﬁand fully operat1onal This recommendation is -

con51dered closed

: bi ':"_,-'- ";.‘.".'___,,:---.";--’."-

AR

: Tests and studies are being,planned by SFC to
ifdetermine ifhﬁhe strapp1ng of " yellowcake drums

fgjlcauses more - rad1ation exposure: than. it is- likely to
. :'prevent.. These tests. .and:'studies appen. appropriate

We recommend that follow- up to assure proper’

. implementation be 1ncorporated in the SFC QA system
- and that this recommendation be considered closed by

the Independent Over51ght Team.

7.5 Ee‘QmmgndaLiQns in Eif;b I0T_Report

The fifth IOT report contained two recommendations for SFC
to request NRC approval of reduced IOT coverage. SFC did
make these requests, but to date no response has been given
by the NRC. We now consider these commendations closed and
replaced by a new recommendation in this report.

In view of~theifact that all of the obJect1ves for the
Independent. Oversight Team .in the NRC order of October 2,

1986,

have now, “beén’ fulfilled and in view of the good .

performance of SFC in all aspects of operating: ‘the Sequoyah
-Fac111ty,.we recommend that continuous Independent

AO ersight Team coverage be immediately termlnated




8.2 Follow-On Intermittent Oversight

In order to verify continued good performance by SFC in all
areas previously reviewed, it is recommended that
intermittent IOT coverage be provided one week per month
for two months and one week per quarter for the balance of
the year. This coverage should become an integral part of
the SFC QA program and should be provided entirely by PLG
(usually the Program Manager).

No significant safety concerns were noted during this reporting period,
and no official notifications to the NRC were necessary.

Respectfully submitted,

iacm&mo G (3+~¢2J§~o~;

James A. Buckham, Program Manager
Independent Oversight Team
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Th1s refers to the 1nspect1ons and 1nvestlgat1ons conducted at the'Sequoyah
Fuels® Fac111ty. Gore ‘Oklahoma.during-the ‘period of -January:4. 1986 through .
September 167 °1986.  These efforts were undertaken as a fo]]owup ‘to the: - -
January 4,° 1986 acc;dent in which a cylinder filled w1th :‘uranium hexafluoride
ruptiured- while it was ‘being heated™in a steam chest: " Investigations:were
conducted by-an Augmented Investigation Team (AIT) and by the NRC Office of
Investlgat1ons (OI) A copy of the 01 Report 4 86 005 synops1s is enclosed

The OI 1nvestlgat1on was conducted to determ1ne, among other>matters whether A
Sequoyah Fiels Facility management:and supervisory.personnel made: w1llfu1 false
statements to:the -NRC:regarding -their knowledge of heating:of dverfilled:
uranium hexafluoride cylinders and whether a letter from Kerr-McGee to the N3C
dated January 29, 1986 included material false statements.

Followvng the January 4, 1986 accrdent. Kerr-McGee agreed not to restart the
Sequoyah Fuels Facility until NRC authorization had been obtained. Additional
commitments were made and confirmed in a Confirmation of Action Letter issued
by NRC Region IV to the licensee on January 17, 1986. In an Order Modifying
License issued October 2, 1986, the NRC identified certain actions that would
be required before restart of the Facility would be authorized. A condition
in.this Order was the presence of an approved Independent Oversight Team (IOT)
on a 24 hour per day basis while the plant is operating. The I0T was required
because of the NRC's concerns about individuals with supervisory responsibilities
"who appeared to have demonstrated a lack of candor. The IOT has been continued
~ .pending completion of the NRC investigations and review of the results of those
~investigations. Close monitoring was also necessary to ensure full compliance
“with all procedures and to ensure that management and supervisory personnel
‘demonstrate, in attitude and implementation, a proper comm1tment to safe
operating practices

The 10T has been in place at the Facility since November 5, 1986. The Facility
resumed operations December 11, 1986. In letters dated February 24, 1987, April 6,
1987, and May 7, 1987, Sequoyah Fuels Corporation requested phased reductlon of
the IOT These requests were supported by reports from the I0T concerning the
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areas monltored by the team. ‘These reports: 1nd1cate a sat1sfactory 1eve1 of
operational performance and that the objectives.for the IOT -have been ach1eved
I have reviewed these reports and reports of NRC inspections .and concluded .
that the operation of the Facility now justifies reduction of the IOT coverage
and -that reduced coverage will“still ensure fulfiliment of remaining objectives.
Therefore, the : 10T coverage requirement may now be reduced -to-one shift per day,
seven days per week, with sh1ft coverage to be conducted randomly" dur1ng the
24-hour period.

After careful review of the OI 1nvestlgat1on report the NRC staff has conc\uded
that several Sequoyah Fuels Corporation emp]oyees were ;aware of ‘improper practices
at ‘the Fac1]1ty and did not fully-disclose their knowledge of these practices
to NRC 1nvest1gators ‘In partlcular, it ‘appears that certain supervisors were
aware of the weight limitations and the prohibitions on heating overfilled
cylinders. These supervisors acquiesced in, if not condoned, heating of uranium
hexafluoride cylinders with more than the max1mum net we1ght and then failed to
reveal the full:extent of their: knowledge “They signed cylinder status-sheets
reflecting excessive “cylinder weights. The1r actions-demonstrated-a lack:.of
candor with the NRC that cannot:be accepted Thus, I cannot completely. remove
the 10T without further assurance that the NRC can: re]y dn the performance and
1ntegr1ty of superv1sory personnel at’ the Fac111ty et a7 "
Accordlngly. I-am 15>u1ng the enclosed Order to Show Cause why certa1n SupEFVlSOrS
should be permitted to perform licensed activity without .I0T presence ‘in order
to.provide the NRC with .the’ -necessary confidence as to those supervisors. The
Order lists various _management actions that should be considered and addressed.
The Order also requires information as: to .-replacement personnel if:-the company
should decide to remove the named supervisors from.licensed.activity. -Following
receipt of your response to the Order, the NRC intends to schedule a meeting
concerning these issues. Thereafter I w111 consider complete removal of the
I0T requirement. : . _

The NRC is also concerned about the .a act1ons and lack of candor of some of the
. operators at Sequoyah Fuels Fac111ty. “especially Patrick Sanders. However, @6
enforcement ‘action is being taken as to these operators; as we believe that by
directing enforcement action to the supervisors; they will ensure proper per-
formance by the operators and create an atmosphere that wiil lead to candor
‘with the NRC in the ruture

The. NRC 1ssued a Not1ce of V1o]at10n and Proposed Imp051t1on of C1v11 Penaltles

~oon. October 14, 1986 for violations of procedures, some of which were associated

- withithe® January 4,71986 accident. The total proposed civil monetary penaity
was $310,000. Sequoyah Fuels Corporation responded to the Notice of Violation
and an. Order Imposing Civil Monetary Penalties in the amount of $310,000 was
-1ssued February 5, 1987.  The penalties were paid by Sequoyah Fuels Corporat1on
on March.2, 1987. In view of these penalties and the change= in management at
the Fac111tv additional penalties are not being proposed ‘.- violations that
occurred pr1or to the acc1dent -

»'dHowever in January 1986 the NRC requested assistance from Kerr-McGee/Sequoyah
_Fuels Corporat1on in answer1ng certa1n quest1ons asked by members of the Congress.
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One quest1on sought 1nformat1on as to superv1sory or management knowledge of .-
heating of .overfilled cylinders. -The licensee's response;-:dated January 29, 1986
indicated that management did not'have that knowledge but'was silent as to . ..
superv1sory personnel, when’ in fact management, 1nc1ud1ng the Assistant General
Counsel-Livigation, knew that at least one superv1sor was.aware of the improper
practice. Thus, the response was false by omission. A-second part of the -

same questlon inquired as to prior instances of heating of overfilled cylinders.
The company s answer responded to that part of the question:by advising that an
1nvestlgat10n was- in progress, “indicating that there was no knowledge of the
prior instances, when in- fact the company already had information about heating
of overfilled Cylmnders ‘The:response was prepared by corporate attorneys with
input-from outside counsel, but: without adequate supervision by corporate -
management and -technical personne] ‘The response was signed by Dr. John C.Stauter,
Director, Huclear.Licensing- and Regulation, Kerr-McGee Corporation, who.did not
read the report of the company's Internal Investigation:-Team, but-instead relied
entirely on the:work of the attorneys. In fact, he still had not read the

report as of the date he was interviewed by OI in April 1986. Because of .this
failure to-meet-‘the.responsibility to:provide accuraterinformation to- thesNRC,
‘the: Order Modifying. License:of: :October2, 1986 requ1red ‘that:all: 1nformat10n
provided :to; the NRC be’submitted under oath or,aff1rmat1on of . the Presidept’
Sequoyah Fuels . Corporat1on (Order at-8).: On June 19,“198/ the 11cens= £
requested that th1s requ1rement be'llfted e TR S .

The responses contained in the January 29 1986 ]etter are fa]se statements that
were materjal- to the.actions- taken by the "NRC and could- have resulted in. the NRC
submitting incorrect information to the Congress. While this submission.may not
have been.a deliberate effort.to provide false information, the submission.was
clearly misleading. The submission constitutes a careless- d1sregard for-.the
‘need to provide complete and accurate information to the Commission. The NRC
must be confident that.it can rely on the information furnished by ‘a licensee.
Misleading the Commission by omission of facts that are known to a licensee
cannot be tolerated. These deficiencies were apparently caused by management s
delegation of its responsibility for preparmg the responses to its attorneys,
who did so without adequate oversight or input by licensee personnel who had
knowledge of the requested information.. Therefore, if the licensee desires a
relaxation of this requirement, the attached Order allows the licensee to show
cause why the requirement for the President to sign all submissions under oath
L oriaffirmation should not be cont1nued 1f certain attorneys are 1nvo]ved with
‘subm1ss1ons to the NRC : o b

N ?Ip add1t10n I am 1ssu1ng the enclosed Not1ce of V101at1oépand Proposed Imp051t1on
ZofiCivil Penaltles in the amount ‘of $16,000 for.the v101at1ons descr1bed in .the
5enclosed Notlce to emphas1ze the'. 1mportance of comp]ete candor in dea11ng w1th
sthe .NRC." " I accordance with thé ""General ‘Statement of Policy and Procedure for
-NRC Enforcement Actions,” 10 CFR Part 2, Appendix C (1987) (Enforcement Pol1cy)
‘each of the violations described in the enclosed Notice has been categorized
at a Severity Level II. The escalation and mitigation factors in the Enforce-
ment Policy were considered and no adjustment has been deemed appropriate. Since
this civil penalty is intended to focus attention on the need for management
involvement in preparing responses,_a separate action is not being taken for..
Dr. Stauter s fa1]ure to assure that the response was complete and accurate.
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You are required to respond to this letter and shou]d follow the instructions
specified in the enclosed Notice and Order when: preparing your response. In
your response, you should document the specific actions taken and any additional
actions you plan to prevent recurrence of the violations for which you have
been cited. *Aftér reviewing your responses to this Notice and Order, including
your proposed corrective actions and the results of future 1nspect1ons, the NRC
will determine whether further NRC enforcement action is necessary to ensure
complidnce with NRC regulatory requirements.

In accordance with Section 2.790 of the NRC's "Rules of Practice," Part 2,
Title 10, Code of Federal Regulations,-a copy of this letter and its
enc]osures will be p]aced in the Pubilc Document Room.

The responses directed by this letter and the enclosed Notice and Order are
not subject to the clearance procedures of -the Office of. Management and Budget
-as requ1red by the Paperwork Reduct1on Act of, 1980 PL 96 511 L

S1ncere1y,

-&,1)’.:;.‘..»' ot

James M. Taylor
Deputy Executive D1rector
for Regional Operations

Enclosure: Notice of Violation
and Proposed Imposition
of Civil Penalties

Order to Show Cause

OI Report 4-86-005 Synopsis
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UNITED STATES.OF AMERICA -
'NUCLEAR REGULATORY COMMISSION

In the Matter of )

ScQUOYAH FUELS CORPORATION _ ' ) Docket No. 40-08027

P. 0. Box 5801 ) - License No. SUB-1010 .
Oklahoma City, OK 73125 ) EA 87-108

 ORDER TO SHOW CAUSE
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Sequoyah Fue]s Cowporat10n (the lwcensee) (SFC) 1s the ho]der of Source Mater1a1

L1cense No SUB 1010 whlch authorlzes the llce

ee to possess and use. source
mater1a1 for the purpose of reftntng uranluu from'uran1um ore concentrates and
convertlng thlS uran1um to uran1um hexaf]uor1de (UFG) for use by enr1chment

facw]tttes The lzcense was most recently renewed on; September 20 1985 and

will explre on September 30, L990
I
On January 4, 1986 a cyltnder containing in excess of -30,000 pounds'of UF6

ruptured while being heated in a steam chest at the Sequoyah Fuels facility in

Gore Oklahoma The cy11nder had been overf1]led to the po1nt that its contents

_exceeded the cyllnder s maximum a]]owable shlpping welght of 27 560 pounds

A?J'ocess operator w1th the consent of hIS superv1so:"h d placed the cy11nder

Whlle”the cy11nder was be1ng heated the cy11nder wa]] ruptured because of the
eipansion of UF6 a? 1t changed from the so]1d to the 11qu1d phase Heatlng

of the overr1]1ed cy]tnder was contrary to the requ1rements of the license

and the 11censee S operat1ng procedures The high pressure in the cylinder

.‘ "ﬁand the large saze of the rupture resulted 1n the rap1d release of. much of the




..'2.-

UF6 into the.atmosphere | One 1nd1v1dua1 emp]oyed by the 11censee dfed because
of exposure to hydrogen f]uor1de (a hydr01y51s product of UF ) Other emp]oyees

recefved exposures to uran1um and hydrogen tluor1de

“w

o

By 1etter dated January 9, 1986 the 11censee commftted not to restart the

UF6 converslon process at the Sequoyah fac1l1ty w1thout the concurrence of

the NRC. In addition, the l1censee made a number of comm1tments in meetings

thh the NRC Regfon IV staff. These commxtments were conf1rmed ln @ oonflrmatlon

of Actton Letter issued by Reglon IV to the lfcensee dated January 1/ 1986.

Kerr McGee Corporat1on promptly 1nst1tuted an.1nterna1 1nvest1gatlon of the

event (A 1etter from Sequoyah Fue1s Corporatlon to the Dlrector 0ff1ce of

Inspect1on and Enforcement ~dated September 24, 1986 summarfzes the resu]ts

of this 1nvestfgat1on ) The NRC initiated a number of 1nspect1ons investigations,
- and reviews after the_January 4 actident with the ass1stance of other Stateand

Federal agencies to determine the cause and effects of the event and the

efficiency and adequacy of the response of the licensee to the event. The NRC

also has inspectedvand reviewed all of the requirements of theliicense.

; Crll RS
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As a resu]t of these efforts several VIolatlons of NRC requ1rements were
:‘l‘ ;l o ﬁ

-1dent1f1ed These V]olat1ons were addressed 1n a, Notlce of Vlo1at1on dated

) I

0ctober 14 1986 and an Order Imp051ng Civil Monetary Penalt1e5'1ssued
February 5 1987. These actfons addressed procedura] deficiencies in the

management and operat1on of the Sequoyah fac1|1ty, which were associated with

the January 4, 1986 accident.

GRS i e




In an Order Modlfy1ng L1cense 1ssued October 2 1986 the NRC spec1f1ed certa1n
act1ons required before restart of Sequoyah Fue]s Facility would be authorized.
These conditions included imposition of an independent oversight team (I0T) to
maintain a 24-hour surveillance while the facility is in operation. The IOT was
requ1red to ‘ensure fu]] comp]tance w1th requ1red procedures because of NRC
concerns as to the candor of certa1n superv1sors The Dlrector Offlce of |
Inspect1on and Enforcement was author1zed to re1ax or resc1nd all or part of\
those requ1rements On October 16 1986 the Comm1ss1on author1zed restart and:
the fac111ty has resumed operatlons , Reports of the IOT and NRC 1nspectlons ‘
ha"e been rev1ewed by the staff Based on NRC con51derat10n of these reports‘
and subm1ttals from the 11censee, in a 1etter accompanytng th1s Order the

'»4--‘-~' o

Deputy Executlve D1rector for Reg1ona1 Operatlons has reduced the requ1red

IOT coverage from 24 hours to 8 hours per day
I11

~ The NRC 1nvest1gat1ons of the accident and the management and operation of the .
facility sought 1nformat10n concern1ng poss1b]e overfilling and heatwng of UF

cy11nders 1nclud1ng superv1sory knowledge of and acqu1escence 1n those pract1ces

i _whlch v1o]ated author1zed procedures An NRC Augmented Invest1gat1on leam (AIT)

w M
|:~l')

" fconducted 1ts 1nqu1ry 1mmedlately fo]low1ng the acc1dent In add1tvon subse-f

' quent to the acc1dent Sequoyah Fuels Corporat1on formed an Interna] Invest1-' '
i gat1on Team (IIT) to 1nvest1gate the ‘cause of the accident. The I17 report S
concluded that the January 4, 1986 rupture was "most likely caused by heating

of the overf111ed cylinder" and also noted that overfilling regu]arly occurred.




In March 1986, the_Offioe_of Investigatiqns (OI)‘commemced an investigation
which, in addition. to the”above areas .of inquiry, a]so e&amined_whether willful
materialifalse.statements_werelmade in the;January 29;”;286_1etter.
The HRC 1nvest1gat1ons revea]ed that severa] Sequoyah Fue]s Corporat1on employees
in supervisory positions apparent]y were aware ‘that. UF6 cyllnders were belng
filled beyond the authorized limit and were subsequent]y heated whlle in an
overf111ed cond1tlon The ]1censee“s September 24 1986 response to a quest1on
from the Comm1ssxon stated that: "some supervxsory personne] either acqu1esced
1n or condoned thlS practlce" (1 e. ,_heat1ng w1th ‘more than the max1mum net
welght) In the course of respond1ng to quest1ons from the varwous 1nvestlgators.
Messrs J Brewer L McCoy. L. Reld and J Sw1mmer d]d not appear to fuIIy :
d1sclose the1r nnowledge of the overf1111ng and heatlng of the UF6 cy11nders
Informatzon prov1ded by other SFC employees 1nc1ud1ng the operators and the
Facxl1ty Manager lndlcated that these superv1sors were more aware of the subJect
practices than they reyea]ed. These superv1sors were aware of the weight
1imitations for cylinders and the prov15)ons of Operating Procedure #-280-1,
_Revision 6, whfch prohibited the heattng‘of overfilled cylinders They all
ts1gned C/l1nder status sheets reflegtxng excess1ve we1ghts Further, some of

l

flgthe statements of these 1nd1v1duals to the 1nvest1gators were 1nconsxstent

',infdanoary.l§86,jthe,NRC reouested assistance from Kerr-MoGee Sequoyah'FuelsA
_1Corporation,_infanswering'certain questions asked by members of the Congress.
- One question sought information as to suoervisory or management knowledge of
heating of overfilled cylinders. The licensee's response, dated January 29,

5ibjj1986 1nd1cated that management did not have that know]edge but was s11ent as’

' . -




to supervisory persOnneI;,when.in fact, nanagenent.'including the Assistant .
General Counsel-Litigation, Thomas McDaniel, knew that at least one supervisor
was aware of the improper practice. In the course.of preparing the response,
McDaniel directed that_a”reference’to,supervisory personnel be deleted from a
draft because he knew that at least one supervisor was aware of the practice.
Thus, the response was false by omission. The question also inquired as to
prior circumstances of heating of overfi]]ed cylinders. The Company's answer
to that part of the question advised that an investigation was in progress -
to determ1ne whether "there had been any 1nstances of overf11l1ng," and thus,
suggested that there was no know]edge of the prlor 1nstances when in fact

the Company already had 1nformat10n that such 1nstances had occurred The:y
xesponse was prepared by corporate attorneys w1th 1nput from outs1de counse]
Peter N1ckles | Corporate managerlal and techn1cal personne\ dxd not superv1se
preparatlon of the response wh1ch was lncomplete and m151ead1ng As a resu\t.
the Order Hod1fy1ng L1cense of October 2 1986 requ1red that all 1nformat1on
prov1ded to the NRC by the company be submitted under oath or affirmation of

the President, Sequoyah Fuels Corporation.

Iv.
ufgffk“ e "”‘?fa,ﬂf ”
.The holder of A ]1cense from the NRC has a c]ear ob11gatlon to be cand1d and

forthcom1ng in deallng w1th the NRC and 1ts staff The effect1veness of the
(1egulatory program is dependent on the ab111ty of NRC 1nvest1gators to obtawn

complete and accurate information in determining the causes of . accider*s in

order to protect the public health and safety as well as workers in licensed

b’i‘facflftfes The 01 1nvest19at1on revea]ed @ lack of candor among superv1sory

- ml\...-.au
.
1



personnel. specifical]y with regard to Messrs Brewer McCoy, Reid, and Swimmer.
It appears that these superv1sors knew about and acqu1esced 1n practlces that
were contrary to author1ze1 pxocedures | The NRC needs assurance that these
Jupervwsors w111 proper]y run plant operatlons, ensure that these operations
~111 be conducted 1n accordance w1th author1zed procedures and in the future
provide complete and accurate 1nformat1on to the NRC. The NRd must aliso be
confident that emp]oyees at all leyels of a ]1censee organization and its

attorneys will be respons1ve to the agency 5. requests for 1nformat1on .and

that the agency can 1e1y on the 1nformat1on prov1ded

Tl

In view of the foregoing, pursuant to Sections 63, 161 b, i, and o, 182, and
186 of the Atomic Energy Act of 1954, as amended, and the Commission's reqgula-
tions in 10 CFR 2.202 and Part 40, IT IS HEREBY ORDERED THAT THE LICENSEE:

A. Show cause why the fol]ow1ng 1nd1v1dua]s should be allowed to perform

llcensed act1v1ty in the absence of the IOT:

,“Breuer Sh1ft Superv1sor :?;;imt--ﬂ;,glcl"~

.TMcCoy, Area Superv1sor

.;Re1d Shift Superv1sor

T e

Swimmer, Shlft_Suoerv}sor




The response shou]d at a m1n1mum address areas such as d1sc1p11nary act1on
taPen or to be taken tra1n1ng conducted or schedu]ed to be conducted and
management contro]s 1nc1ud1ng d1sc1p11nary po]1c1es 1nst1tuted to address
these 1ssues The jresponse should a1so state why, if these empIOJees are
al]owed to perform llcensed act1v1t1es w1thout IOT presence the licensee
will have, and the NRC should have conf1dence that each of these 1nd1v1duals
will be cand]d w1th the NRC in the future If the 11censee should decide
to remove these supervisors from licensed activities, the response should
include information concerning*thetr rep]acements to provide assurance’
that the 1eplacements are qua11f1ed and w1]1 be cand1d wlth the NRC S0 that
the/ can be re11ed on to prov1de comp]ete and accurate 1nformat1on
:If the ]1censee des1res to relax the requ1rement of Paragraph A. 2 of the
'.Order Hod1./1ng L1cense of 0ctober 2 1986 requ1r1ng that al] 1nformatlon
subm1tted to the NRC be uncer oath or af.1rmat1on of the Pres1dent of

Sequoyah Fuels Corporatlon show cause why the oath or arf1rmat10n

requirement should not be cont1nued so long as T. HcDan1el or P. Nickles

are involved in prepar1ng responses for subm15510n to the NRC

VI..

SR L .

-'The llcensee may show cause why th1s Order shou]d not have been 1ssued and |

shou]d be vacated by f111ng a written answer under oath or afflrmat1on w1th1n

30 days of the date of this Order which sets forth the matters of fact and law

on'which the licensee relies "~ The 11censee may answer, as prov1ded in 10 CFR

2. 206(d), by consent1ng to the entry of orders in substantially the form

f Tﬁ“proposed in th1s Order in whlch case the license will be modified as stated in

At




' Seﬁiion V. If the 11censee fa1ls to f1]e an answer w1th1n the spec1f1ed time
the Deputy Executlve D1rector for Reg1onal 0perat1ons may 1ssue w1thout further '

notice an Order described above.

The llcensee or any other person who has an Interest adverse]/ affected by this
Order may request a hearlng on th1s Order w1th1n 30 days of the date of its
1ssuance. Any answer to this Order or request for hear1ng sha]] be subm1tted
to the uirector 0ff1ce of Enforcement U S Nuclear Regu]atory Comm1551on
ATTN: Document Control Desk, Wash1ngton D C 20555 with cop1es to (1) the
Assistant General Counsel for Enforcement' 0ff1ce of the General Counsel, a

(2) the Regional Administrator, Nuc]ear Regulatory Comm1ss1on Reginn 1v,-

611 Ryan P]aza Dr1ve Suite 1000 Arlington, TX 76011 CIf a person other than
the l1censee requests a hearing, that person shall set forth with particularity
the manner in which the person's interest is adversely affected by this Order

and should address phe criteria set forth in 10 CFR 2.714(d).

If a hearing is requested, the Commission will issue an Order designating the
time and place of any hearing. If a.hearing is held, the issue to be consadered
at the hear1ng shall be whether this Order sha]l be sustained.

FOR THE NUCLEAR REGULATORY COHMISSION

James M Taylor Deputy Execut1ve D1rector
for Reg1ona1 Operat1ons .

Dated at Bethesda, Maryland - .
this. day of ~o1987

PENTE NN
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G ae o NOTICEIOF VIOLATION « « « cvi e o
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v 7 - PROPOSED IMPOSITION OF CIVIL ‘PENALTIES - -
Sequoyah Fue]s'Corporation , s Docket No. 40-08027
Sequoyah:FuelsiFacility ~~° . -~ .. " License No. SUB-1010

Gore, Oklahoma EA 87-108 -

As a result of NRC investigations -conductedJanuary 4, 1986 through September 16,
1986, violations of NRC requirements have been jdentified. :In accordance with
the "General Statement of Policy and Procedure or NRC.Enforcement Actions,"
10 CFR Part 2, ‘Appendix C (1987), .the Nuclear Regulatory Commission proposes
to impose civil penalties pursuant to Section 234 of the Atomic Energy Act of
1954, as amended, ("ACT"), 42 U.S.C. 2282, PL 96-295, and 10 CFR:2.205." The
particular violations and associated civil penalties are set forth below..

' Tt o R B e T R PRI PP . .

In January-1986'the.NRC fequééted’thefKerﬁ-HcGeé’Corpo&atién;:owher'of Sequoyah
Fuels Corporétion;'togprovide‘infprma@iqnggg;eqagle the NRC -to respond: to members

of Congress. “Question 11 asked::”:'

"0id company ‘supervisory or management personnel ‘approve of ‘the .practice
- of reheating ‘overfilled cylinders at the Sequoyah plant, or have any
knowiedge of -this procedure? Had other overfilled cylinders: ever been
reheated before:at:this facility, ‘and if.$o,was it with or without-the .
knowledge of .management? ~List all.instances where overfilled:cylinders
were:reheated. " ' il oon oo Yo ol et e s

In a letter dated .January 29, 1986-and signed by-.the Director,.Nuclear Licensing
.and Regulation, the.Kerr-McGee-Corporation responded .to the :question propounded
by the NRC as:follows: - - - ‘=7 v wqiooe v b cglea Lfh e R
’ : e ' 1.:'{. o "-““‘* e i i P A.;,f"‘. o ! L)
+ -Management personnel -had-no knowledge that any -such practice was
ever followed at the Sequoyah Faciiity and had specifically
prohibited it. The written procedure for "Uranium Hexafluoride
Product Handling and Shipping", a copy of which is attached,
prominently states in two places:
“Note: Do not heat a cylinder which has been overfilled.
Evacuate the overfilled cylinder without heating until the
maximum net weight is attained. This is necessary to prevent
rupture of the cylinder due to hydrostatic pressure." L
Interviewing of employees and reviewing of records.are continuing in’
~order to determine whether there have been any instances of cylinder -
overfilling in the past, and if overfilling has occurred, the nature

‘and: degree be,oéerfilling and what steps were taken,by the company. -

P

(Emphasis added) [rv .

;- “Contrary to Section 186 of the Atomic Energy Act of 1954, as amended, the
. :statement made in the January 29, 1986 letter that "management personnel

had no knowledge that any such practice was ever followed" constitutes a
material false statement. The statement is falise in that, although the
question sought information regarding the approval or knowledge of super-

- visory or management personnel regarding reheating overfilled cylinders,
the response omitted mention of supervisory personnel although the licensee
had knowledge .that some supervisors knew of this practice. This statement
had the ability to mislead the NRC in that it omitted information




Notice of Violation' : f I "%rzf—'

regarding. the licensee's knowledge that supervisors knew of the practice
and, to the contrary, gave the \impression that supervisory -personnel did
not know of or-approve of the heating of overfilled cylinders. TIn fact,
the Ticensee had information that:some supervisors did know of the practice,
and the response to the question as it was first drafted was modified as

a result-of the licensee"s knowledge that supervisors knew of ‘this practice.
The statement was material in that it addressed an issue that was important
for the NRC to resolve in ensuring .that the plant would be operated safely
before authorizing restart of operations and had the capability of influencing
the NRC with regard to-its resolution of this issue and in preparing and
submitting the NRC's response to Question 11 to Congress.

_ Level Tl'violation (Supplement'VII). i7"’ Lo

-

This statement_constftutés,a,matébiai‘fajse;stétemgnt and is a Severity

B. ' Contrary to Section 186 of the Atomic Energy Act of 1954, ‘a$ amended, the
- statement made -in. the January 19, 1986 letter ‘that "interviewing of employees
. and reviewing of records are’continuing ‘in order to determine Wwhether
" 'there 'havé ‘been any instances of cylinder overfilling in the past" con-
stitutes’a material false statement. The statement-is' false ‘in that it
indicates’a lack of Knowledge of past instances of heating of overfilled
“‘cylinders when, in fact, the company's own investigation at the time of
the response had shown that the practice had occurred.,” The statement was
‘material in'that it addressed an issue that was important for the NRC to
* resolve 'in ensuring that the plant would be operated safely before
authorizing restart of operations and had the capability of influencing
the NRC with regard to its resolution of this issue and in preparing and
submitting the NRC's response to Question 11 to Congress.

This statement constitutes a material false statement and is a Severity
Level II violation (Supplement VII).

.

Civil Penalty - $8,000.

PP

-

Pursuant to the SrdViéibﬁgiof210 fER'2;201}'SeQUbyéh.Fue]storporaiion is' hereby

required to submit.a written statement or explanation to. the Director. Office

of Enforcement, U.”S. Nuclear Regulatory Commission, ATTN: “7Document Control
Desk.:‘Washington,-D. C..20555 with copies to {1) the Assistant General Counsel
forEnforcement, Office of the General Counsel, and (2) the ‘Regional Administrator
U. 'S, Nuclear Regulatory Commission, Region IV, within 30 days of the date of

Al

- this Notice. ' This reply should be clearly marked as a reply to a Hotice of i .

Violation and should include for .each*alleged. violation: (1) admission or denial:
of the alleged violation, (2) the reasons for the violation if adnitted, (3) the
corrective steps.that have been taken and the results achieved, and (4) the -

corrective steps that will be taken to avoid further violations. -

If.an'édequaté.rép]y is not received within the time speciffed'in this Notice,

the Deputy Executive Director for Regional Operations may issue an order to




otice of Violation = + ¢ = == 3;7.

show cause why the license should not be modified, suspended, or revoked or
why such other action as may be proper should not be taken. Consideration may
be given to extending the response time ‘for good cause shown. Under the
authority of Section 1£2 of the Act, 42 U.S.C. 2232, this response shall be

submitted under oath or affirmation.

Within the samé time as provided for the ‘response required above under '
10 CFR 2.201, Sequoyah Fuels Corporation may pay the civil penalties by letter
addressed to the Director, Office of Enforcement, U. S. Nuclear Regulatory
Commission, Washington, D. C. 20555 .with a check, draft, or money order payable
to the Treasurer of the United States in the cumulative amount of Sixteen
Thousand Dollars ($16,000) or may protest imposition of the civil penalties in
whole or in part by a written answer-addressed to the U. S. Nuclear Regulatory
Commission, Washington, D. C:. 20555. 'Should Sequoyah Fuels Corporation fail

to answer within the time :specified, the Deputy Executive Director for Regional
Operations will issue an order imposing the civil penalties in the amount _
proposed above. Should Sequoyah Fuels:Corporation elect.to file an answer in
accordance with 10 CFR 2.205 protesting the civil penalties, such answer should
be clearly marked as an "Answer to a Notice of Violation" and may: (1) deny the
violations listed in this Notice in whole or in part, (2) demonstrate extenuating
circumstances, (3) show error in this Notice, or (4) show other reasons why the
penalties should not be imposed. In addition to protésting the civil penalties
in whole or in part, such answer may request remission or mitigation of the
penalties. . - T R

In requesting -mitigation of the proposed penalties, the five factors addressed
in Section V.B:of 10 CFR Part 2, Appendix C (1987), should be addressed. Any
Written answer in accordance with 10 CFR 2.205 should be set forth separately
from the statement or explanation in reply pursuant to 10 CFR 2.201, but may

- incorporate parts of the 10 CFR 2.201 reply by specific reference (e.g., citing
page and paragraph numbers) to avoid repetition. The attention of Sequoyah Fuels
Corporation is directed to the other provisions of 10 CFR 2.205, regarding the
procedure for imposing civil penalties. - : '

Upon failure-to pay any civil penalties due which subsequently have been determined
.~ in"accordance with the applicable .pravisions of 10 CFR 2.205, this matter may

be referred to the Attorney General, and the penalties, unless compromised,
remitted, or mitigated, may be collected by civil action pursuant to Section 234c
- ofthe Act,-42.U.5.C. 2282c. - "« L S o ot T e

v

FOR.THE. NUCLEAR' REGULATORY- COMMISSION

- O

=iﬁ Jaméé'M.TTéy1oF. Déﬁhfy.éXecutiVe7l
o S = .. ,. Director for Regional Operations

Dated at Bethesda, Maryland '
~ this day of June 1987
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On January 4, 1986, a 14 ton cyl1nder f111ed w1th UF6 ruptured whx]e 1t was
being heated in a steam chest in Sequoyah Fuels Facility (SFF), :Gore,
Oklahoma. ' SFF is the UF6 conversion facility of Sequoyah Fuels Corporation
(SFC) which is a wholly owned subsidiary of the Kerr McGee. Corporation (KMC),
Oklahoma City, Oklahoma. Immediately following the accident at SFF, the NRC
formed the Augmented Investigation Team (AIT) ‘to investigate -the c1rcumstances
surrounding the accident. The AIT investigation included reviews of. SFF
records and the interviews of numerous. SFF employees. The AIT investigation
attributed the cause of the accident to the heating of the overfilled .14 ton
cylinder which resulted in the expansion of the UF6 and the ultimate rupture
of the cylinder. Subsequent to the accident, SFC formed an Internal
Invest1gat1on Team (IIT) which conducted an 1nvest1gat1on to determine the
cause of the accident., The IIT 1nvest1gat1on 1ncluded 1nterv1ews of all SFF
per;onne] 1nterv1ewed by the AIT : EAEE ,

On January 21 Congressmen Edward J Markey and M\ke Synar sent tR 1etter to
the Chairman of ‘the NRC in ‘which” they posed -a :number ‘of. questlons relative to

- SFF’and the accident. wh1ch ‘occurred there. Quest10n 11: asked, "Did company
supervisory or nanagenent personne] approve of .the pract1ce of ‘reheating
overfilled cylinders ‘at ‘the ‘Sequoyah :plant, or -have ‘any knowledge of.-this
procedure? - Had .other.overfilled: Cy11nders ‘evér been reheated before at this .
facility, and;, if so, was it with or.without the knowledge of management?
List all instances where overf111ed_cy11nders were reheated." Subsequent to
the NRC receipt of the letter, the KMC Director of Nuclear Licensing and
Regulation was asked, by an NRC representative, to provide answers .to several
of the Congressmen's questions, one of which was question 11.. The January 29,
1986 KMC letter.to the NRC, responding to these questions, stated with
response to question 11 "Management personnel had no knowledge that any such
prac:ice was ever followed at Sequoyah facility and specifically prohibited
it." The response to question 11 concluded stat1ng, “Interviewing of
employees .and reviewing of records are continuing in order to determine
whether there ‘have been any instances of cylinder overfilling in the past, and
if overfilling has occurred, the nature and degree of overf1111ng and what
steps were taken.by the company.' .

Gn March 6, 1986 the NRC Execut1ve D1rector of Operations (EDO) requested

:rat 0l conduct an investigation at SFF/SFC/KMC to determine whether SFF L
T oiarsonnel had kpowingly and.willfully heated .overfilled UF6 cy11nders in the
v .iest, in vioiation of SFF. procedures; whether record falsification had .. [}
M tecurredidn, relat1on to the overfilling:.and/or; heating of overfilled- C)11nder,
q}whether SFF ‘superyvisors and management personnel made w111fu1 false ;
..statements to.the NRC" AIT, regard1ng their, knowledge of overf11led UF6 -
..cylirders be1ng heated at;SFF and whether the KMC Director of Nuclear .
:’Licensing and Requlation made willful waterlal false staterents to the NRC 1n
: the VMC letter respond1ng to’ quest1on 11 : A ' A _

The 01 1nves gat1on consisted of numerous 1nterv1ews cf SFF nonsuperv1sory
personnel, SFF supervisors, SFF manacement personnel, SFC management
cersonnel, and KNMC officials. The investigation additiohal]y involved é&n
extensive revuew of SFF and KMC records. The investigation disclosed that

- arte s .
.
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10 and 14 ton cylinders were regularly overfilled by 100-120 pounds and heated
in the steam chest, which violated SFF procedure N-280-1, Revision 6 (REV 6).
Interviews also disclosed that 10 and 14 ton cylinders are sometimes
overfilled by various amounts from:120 to-4,500 pounds and heated. 0I - -
investigation additionally determined that.the KMC [IT received SFF employee
testimony concerning overfilled cylinders being heated during.their.early. .
January 1986 investigation at:SFF, « - © - 0 e it e T

The OI investigation concluded that SFF.chemical operators intentiona11y.
overfilled 10 and 14 ton cylinders by 100-120 -pounds -and heated them. -Five
chemical operators admitted having heated overfilled cylinders knowing it
violated REV 6, whereas the remaining chemical operators involved in
overfilling cylinders were unaware of REV 6. Three shift supervisors admitted
knowledge of the practice of heating overfilled cylinders and knowingly and
willfully violated REV 6 by failing to ensure employee compliance. Further,
all of the SFF supervisors were at a minimum in careless disregard of the
provisions of REV 6, by failing to exercise proper supervisory control, :
willfully allowing violation of this procedure accordingly. It was concluded
that with regard to overfills of .greater than 120 pounds, chemical -operators
falsified the net weight cylinder status sheet entries inasmuch-as such
entries did not reflect the true net weight of :UF6 placed in cylinders: -
overfilled by that amount. It was also concluded that four SFF supervisors
made willful material false statements to the NRC AIT, in that they did not
disclose the full extent of their knowledge regarding overfilled cviinders
being heated when questioned regarding that occurrence. Finally, it was
concluded that the KMC Director of Nuclear Licensing and Regulation did not
make a willful material false statement in the January 29, 1986 letter to the
HRC.  However, it was found that the senior KMC legal department attorney and
the Kerr McGee legal consultant, both of whom were responsible for overseeing
the preparation of and response to question 11, had significant information in
their possession which they willfully and knowingly withheld from the NRC. In
addition, their response clearly implied that they did not possess such
information when, in fact, they did. It was additionally found that these
individuals intentionally withheld information relative to supervisory
personnel knowledge of the heating of overfillied cylinders.
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