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(NEGATIVE CONSENT)
For: The Commissioners

From: Victor Stello, Jr.
Executive Director for Operations.;

Subject: PROPOSED ENFORCEMENT ACTION FOR SEQUOYAH FUELS.CORPORATION
AND REDUCTION IN COVERAGE BY THE INDEPENDENT OVERSIGHT
TEAM AT SEQUOYAH FUELS UF6 FACILIT.Y (EA 87-108):

Purpose: To resolve the issues arising out of the Sequoyah Fuels.
Facility 01 investigation by recommending: (:1) issuing a
Show Cause Order concerning-certain supervisors and
concerning activities by two attorneys- (2) issuing a
Notice of Violation and.Proposed Imposit-ion.of Civil
Penalties; and (3) reducing the coverage by the
independent Oversight Team (lOT) at the Sequoyah Fuels
UF6 Facility.-

Background: On January 4, 1986 at -the Sequoyah.Fuels Faci:lity.at Gore,
Oklahoma, an overfilled 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, 1986,
Congressmen Markey and.Synar, chairmen of House .subcommi:t'tees,
sent a list of questions concerning the incident to the
NRC, which requested assistance from Kerr-7cGee/Sequoyah
Fuels Corp in developing the responses.' In March 1986 the

- ,,." "Office of investigations (0i) commenced an investigation to
deteri-rne,, among•bther:,matters, whether,,-vU uoyah Fe s-..."

. . ..... aci.tv (.SFF).personne, willful-y heateoverfilied
. -' " ' cylinders in the past, whether record falsification had

occurred in relation to heating overfilled cylinders,
whether management and supervisory personnel made willful
false statements concerning their knowledge of heating 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, contained material false

.. statements.

W.. ';,- " As a condition of restarting operations at SFF, an Order
. . Modifying License dated October 2, 1986 required, among

other things, a third party, 24-hour daily oversight during
operations. In several meetings in September and October

.1. 1986 the Commission considered authorizing.restart of
operations at SFF. As the 01 investigation was not complet' "

ontact: James Lieberman, OE at that time, the 01 report w.as not available, but the
28214 " investigation had, among other things, raised serious do bt
Geoffrey D. Cant, OE
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about the candor of several supervisors.during the investiga-
t-ions and that of-the l.icensee's attorneys in-preparing a
response to the Commission. The option of.excluding or
reprimanding these supervisors was not'implemented at the
time, since revealing their names and the reasons for the
actions prior t6€completion of the 01 report and possible
DOJ consideration might have compromised possible DOJ actions.
Thus, the concept of the lOT 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 operatingprocedures. 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 operat-ions were resumed December 11,'1986,- In addition,
as a result of the failure to provide accurate:information
to'the NRC *in-the'January 29, 1986 response, the Order
Modifying License, also-required that all information
submitted to :the.NRC be under -the-oath or af~firmation ofthe. Pre's'idents,6 sequoyah. Fuels Corporation.;.

The. NRC,-. issueda`Notice of.Violation and Proposed Imposition
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 Monetary..Pehalties in. the amount.of $310,000
was.issued February 5,-1987.-.: The penalties were paid by
;SFC on March 2, 1987..

The Ol.investigation 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-McGee corporate attorney and an outside attorney,
both of whom were responsible for the preparation of the
response to the Congressional inquiry, had significant
information in.their possession which they willfully and
knowingly withheld from the NRC. 01 also concluded that
some employees knowingly and intentionally'heated overfilled
cylinders in violation of procedures, that some supervisors
failed .to ensure cormpliance with procedures, that one
operator, Sanders; intentionally deceived th.e NRC as to his
knowle'dge. concerning';%thej.4eati,ng of overfilled cylinders,
and that6"' ato'-rýro'u;tjeY.,rýcorded incorrect cylinder
weights a6itatus lsh~et's 'ad• fal ssified entries for overfills
of more~t than1200o p''unds'-i On January 14, 1987 01 referred
these matte'rs to DOJ. On M'ay 28, 1987 DOJ declined to
prosecute.

In letters dated February 24, 1987, April 6,.1987, and
May 7, 1987, Sequoyah Fuels Corporation (SFC) requested
phased reduction..gQf the lOT. These letters included
reports from the lOT indicating a satisfactory level of

..-
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Discussion:

performance and fulfillment of objectives.-..The lOT report
attached to the May •7., 1987 letter (Enclosure 1) also states
that the QA program is "fully developed,.appropriate, and is
being effectively implemented." The issue of reducing the
IOT was prese'nted to the Commission in April 1987, SECY 87-96.
The Commission directed the staff to defer the.recommended
re'duction until DOJ had acted on the referral.

In a letter dated June '19, 1987, Mr. 'James. G. Randolph,
President:of SFC, requested that the requirement for
submitting information under-his sworn signature be
rescinded, stating: "There Ais nothing.to suggest- that
during this time period,'nor.prior to the institution of
the requirement,.that SFC has'been anything but~candid.with
the NRC.)'::

The:, staff 'now proposes. to",take action as follows to resolve
.the. outstanding' issues. at".'Sequoyah Fuels Facility.

The Order. Modifying .'License:that required the .IOT provided
the Director, .Office of. Inspectionrrand Enforcement'.,with
the authority to modify the oversight .requirement.. -.After
review' of the lOT;reports and NRC i.nspections, the staff-
believes that reduction.of IOT"coverage-should be.accom-
plished in two phases,-and that-reduction to-one shi.ft per
day,, on a random basis:".is now appropriate.

-o.accomplish..the ,second phase, complete removal of-the IOT,
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 confidence. The Order
seeks information as to disciplinary action, training, and
management controls.instituted, and also requires information
as to Peplacement personnel.if the company should decide to
remove the named s.upervisors.

Quest ion',,11 of,..the January ,.21, .1986 Congressional request
soughtin.'formation as to supervisory or management knowledgeof heating of, overfilled cylinders.... (The question and
answer are iquoted .in' thle Notice ..of Violation;,'included in
Encl os re (2).) TJhe' 1 icen'ee"s:i.:esponse. indicated tha.
management. did JOt h'ave .that .knowl edge, but was' sil ent 'as,.i
to supervisory#peifsonnel, .although management,.includinq the
Assistant General Counsel-Litigation,.Thbmas 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
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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 question~advised 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 01: investigation
makes clear that the corporate response was-prepared by
attorneys and without adequate supervision by corporate
management and technical personnel.

The responses.ato Q6st'ion11.are false. statements that." .were
materia to, the actions of the NRC. While the submission
maynothavebeen a deliberate effortto provide false.

'information, the submissionwas clearly misleading.. The
submission. constitutesi-a careless disregard for rthe 'need to
provide complete and accu'ra "te information to the Commission.
The Order to Show Cau'se allows the;licensee to showwhy
the requirement forvsubmitting information under.hthe sworn
signature of the President should not be continued as long
as Mr. McDaniel or Mr. Nickles is involved in preparing
responses for submissioneto the NRC. In addition, a Notice
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 false statements is categorized as a Severity Level II
violation.

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

As this additionalenforcement action is based largely on
pinformationdple.tloped incthe 01 investigation, the staffso.
expects that 'i t will1 beý necessary to..,provide' a copy of.'the
T01 investigation report to the licenssee. 'In the course of
the .qinvestigation, two individuals we grantedn co nfidential

• sigature: Ofi teprovidin hudn b otnued -aston

responuse 01is povuidsionga redacted cpy. of theareport at
can -be ireease: a an p o a i

The Offce of General Cosubel hastno ulegalobjection to
this action.

I
Coordination:

1.
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Recommendation

ers ..

The staff intends to: (1) authorize reduct-ior of the lOT
coverage to one shift as described above and (2) issue the
enclosed letter, Show Cause Order and the Notice of Violation
and Proposed Imposition 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.

xctoirv D ieor
Executive Director for Operations

Enclosures: (1) Letter of May 7, 1987 from Sequoyah Fuels Corp.
(2) Letter to Licensee, enclosing Order to Show Cause and

Notice of Violation and Proposed Imposition of Civil
Penalties

SECY NOTE: In the absence of instructions to the.contrary,
SECY will .notify the staff' on Tuesday, August 4,
1987 that the Commission, .by negative consent,
assents to the action proposed in this paper..

DISTRIBUTION:
Commissioners
OGC (H Street)
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Enclosure 1

SEQUOYAH FUELS CORPORATION
P")S? CrFrCE BOX 25Iat O•9L•MOuA CITY. O.(LAMI.A ?3125

RE:. 8731

. May 7, 1987

JIAMESG AMAOOLP. .

PYCSIOENT

CERTIFIED MAIL- RETURN RECEIPT REQUESTED

Victor Stello,, Jr.*
Executive Director for Operations
U S. Nuclear Regulatory Commission
Washington,..D.C. 20555

.Re:License ,SUB-,1010; Docket 40-8027
. .eques To.Reduce IOT Coverage

Dear Mr. Stello:'

In an, Order, Modifying License SUBo1010, dated. -October. 2,
1987,. Jam.s. 'M. Taylor, Director, Office,.of. ,Ibs.p.ection and
Enforcement. issued conditions required of .Sequoyah Fuels
Corporation in order 'to receive permission to restart ,the
UF Facili.ty:.:at * Gore, .iOklahoma.. One requirementt 'was that

6an independent' organization .be retained to oversee operation
of the facility. The Order also set forth the mechanism
with which the provision could be relaxed or rescinded.

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 *.tthP Independent Oversight Team
(IOT). We have not received -a response to our latest
request.

*..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, wo recommend that
continuous Independent Oversight. :am coverage be
immediately terminated." .'

EDo -- 002859 £D -0089A SUSSIDIA Rr Oor KDw1 r compow
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To date, ;216 cylinders have.,been filled with UF6 ,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
implemented to reduce the possibility of chromium reaching the
product..'-, .

3.0 OPERATIO14AL:INCIDENTS

3.1 Cooling Water Linn Break . . .

At about.0840.on April 10, .1987, an "Alert:i':was declared by
the, Sequoyah..Facility, shift.-supervisor because, of a loss of
cooling waterlinput to',the Fa'ility. ]This was caused by a
contractor-operated bulldozer rupturing;'the 16-inch buried
input line from-the.Lake..Tenkiller sourcewhile digging.
drainage ditches for.SFC on company :property._ All
operations.were shut down, and remained..down-.until the
damaged section. .of .pipe could;.bereplaced and-tested; this
was..-completed' at.1930. .To prevent!similar. future problems,
each: company employee or.contractor preparing..to.perform
any future.digging ioperationsill .be briefed by a member

of the Engineering Department as to the location of all
buried, lines in the HIork:"area. -. .

We feel that'the incident was ver'y properly handled by the
licensee, and we believe.:the remedies are appropriate.

3.2 High Beta Accumulations

Twice in the past month, very high beta readings (over 10
R/hr) were discovered in two different parts of the
process. One was in the material filtered from the UFM
during draining to fill shipping cylinders and the other in
solid material remaining in "emptied" cylinders after
washing. Iný.both -cased - the. matri~al•,:,is believed to be
thorium-234;,the'-24-day half-life'daughter of uranium-238,
together with 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 pending
analyses will confirm that it is the only isotopic pair

.significantly involved in bothplaces. Both of these
" daughter products are very low energy beta-gamma emitters,

.... but their highi~-degree of accumulation in these.two places

.&"requires 'special plant practices".

The high accumulations in UF6.filter solids 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 UF6
filters and to remain in "emptied" shipping cylinders.
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RE: 8731
May 7, 19871
Page 2

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 IOT 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. ,

a mes G. Rando h, P esident

S quoyah Fuels rporation

JGR/jkw

Enclosure

xc: H.L. Thompson, Jr., NMSS
L.V. Rouse,. NMSS
R.D. Martin, Region IV

. . .

.. ... :" 'X •:44 "
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AFFIDAVIT

RE: 8731

STATE OF OKLAHOMA
COUNTY OF OKLAHOMA SS: License SUB-1010; Docket 40-8027

Request to Reduce IOT Coverage

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

J qy Radn Fupel P esident
O Squoyah Fuels Operations

Subscribed and sworn before
1987.

me on this 2iL day of 61"

Noar# PublIic

My Commission Expires:
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•AT.

.May 1,, 1987

Steven D. Emerson', General Manager
Sequoyah Fuels Operations
Kerr-McGee Center.,
123 Robert S. Kerr Boulevard
Oklahoma City, OK 73124

Dear Dr. Emerson:

Reference: License SUB-1010, Docket.4078027
-Order Modifying.,Licensel.,

Subject:. Sixth Report, of Independent ;Oversight Team

In accordance with the Statement of Work for the Independent Oversight Team at the
Sequoyah Facility and as required• by' the"NRC Order' •oddifying License of October 2I
1986, we are enclosing the sixth formal report of the activities and findings of
the Independent Oversight•Team.

If there are any questions on any item in this report, please let me know.

Sincerely,

J,.es A. Buckham

IOT Program Mianager -. '

JAB/slm

Enclosure

cc: R. D.
J. G.

* W. L.
B. J.
E. ..

Martin, Region IV Administrator, Nuclear Regulatory Cormmission
Randolph, President, Sequoyah Fuels Corporation
Utnage, General Manager, Sequoyah Facility
Garrick, President, Pickard, Lowe and Garrick, Inc., Program Director
Ward, Vice President, Pickard, Lowe and Garrick, Inc.

ENGINEERS APPLIED SCIENTISTS MANAGIMENT CONSULTANTS

.....................



May 1 1987

SEQUOYMi FACILITY

INDEPENDENT OVERSIGHT TEAM

SIXT[I -FORAL REPORT

1.0 ORGANIZATION

The•Independent Oversight Team has been organized and in place
.at the Sequoyah Facili' since November 5, 1986. The team
con.-,i$ts5 of .a. Program ..- ector, a Program Manager, a Program
Assistant Manager, and 16 other team members. All team members
have ,.received the' requisite training. for performing shift....:..
surveillahcecoverage and have been approved byv.the,.Nuclear
Regul~atory Commission *as qualified -for this .activity.... -

;With. the 'eXception of the 4-day. Christmas plant :shutdown, .the

.Independent Oversi:ght Team has maintained 24-hour surveillance
of operational and maintenance activities since November 5,
1986,.•.with appropriate .overlaps inc.€overage by..team members to
permit. .exchange of,: information on.plant status,,. activities. and
pl ans..--_. In addition,., the,..Program Manager or Assistant Program
Manager 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 or ,paging service. ..

As discussed later in this report, the Independent Oversight
•Team has fulfilled the objbhctives 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 activities, approval for.
restart of Facility operations was received on November 14,
1986. The normal startup problems were systematically re'solved
and normal UF6 production operations have been occurring since

. December 11, 1986.1 The first UFG cylinder filling was completed
on December :17,.1986.

The rest'a:rt phase o fToperatons has, now been completed, and the
operating-ddfficulties caused by the":'extended shutdown were

1 resol.6.4djby the end of January. Production operations were
initiated at a nominal thlroughput rate of 300 metric tons of
uranium ,per month, with this rate being exceeded in both
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.



No significant beta-exposures to personnel were measured
from either source of accumulated beta emitters, but
Sequoyah 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,,allsteps with
beta..detecting.•instrumentation.- Cylinder-.washing and drying
operations are being.modified.to collec't!and recycle all
residues.' However, in keeping with the ALARA principle,
the.major improvement.in practices wilLibe to delay washing
of; cylinders.and filters.',for many. months, so that.the
24-day-half-life Th-234. will..have largely decayed.

We feel.that the..rap d.response and-overall management.
attention-to-the ,discovery. ofthese accumulations of beta
emitters has been, excellent, and the.. corrective measures
adopted are appropriate and adequate.

3.3 General.:.Em ere Y. E ri s....

On. Apri.l-i 30,... 1987,. the Sequoyah Facility .held an exercise
of.its emergency procedures, -includingithe off-site
prac tices that would be involved.in .a.,GeneralLEmergency.
Observers ffrom several; State -and local agencies 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 were spilled frc.n
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,, aop..an outdoor."tank used to store
anhydrous ammonia.. The" offsit'ý sirens were then activated
as was the automrntic.teleph6nesystemnused to notify nearby
residents and appropriate officials of the nature of the
emergency.

The .exercise was well conducted and over 100.employees
pai~ticipated. Some proved to be better actors than others:
some employee responses did riot' include performing all
steps .in"the way that would be required.•in an actual
emergency, although this was very likely'due to the
realization that the hazards weren't really present.

-3-



Some val.,able lessons were learned from the exercise, and
these will be incorporated in..improved, procedures.. Such

.exercises are required at. least every.fJive .years, but.
partial drills i.will be~held..at much.more.,.frequent
intervals,% (e.g., The offsite,.sirens.and~te lephone
notification system are tested monthly-),...

4.0 OPERATING PROCEDURE AUDITS

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 emphasize 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.'. -

Each of the 37 Priority No. -.pro edures,.were, audited thoroughly
at :least -twice,, ".while ail1l- of -the .other. -137- auditable procedures
-were audited thoroughly at -least once.:.,:" ' . . I • " - . :/ . = " . .

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 Independent
Oversight Team was not satisfied .with the initial response, 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 SFC in :these .responises.jiheve.. been effectively implemented....i.

.Having finished -the complete auditing' of all procedures, we hav•e
switched -in''. the past two monthz'w'to4 selective, surveilla'nce of key
portions ..'of. those-, procedures .judged to., have the:'.greatest- safety
significan"ce', since, reauditing of complete procedures.'aPpeared
to be ofidmiiniishing:va'lue. .:,We have. also turned our attention
more to survell ance of other safety-related activities such as
non-routine' mainten'ance....These activities are 'unlikely to
result in ýhe preparation of additional Audit Report Forms.'

' -4-
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5.0 SUGGESTION REPORTS

We also submitted over 100 written 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 activecoi-s-ideration.

6.0 REVIEWS ... -. .

The Statementof Work required specialreviews by the
Independent Oversight Team in-four areas. %1Our comments on these
reviews follow: '

,6.1 Qua-lificationsTriininp. Commitment. Adequacy. and
Capability of SFC Employe-

As stated in our lastV report, '.we f eel% our :review'wI. of.• this
'area' -has been completed .but we-are continuing adequate.'..,.
observationso'. to:¢assUre continued good' performance by
Sequoyah' Fuels"Coriporation. '

6.2 Adequacy and Accuracy of Procldures

As indicated in our last 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 Adequacv of SFC Record Keepin.

We have observed no instance of record 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 observations to
assure continued good pe'rformance.

6 4 Quality' Assurance :

We have -continued our' extensive review of the SEC Qua ity
Assu-rance (QA) program 'thlsi imo'nthl.,..' With the'" considerable
progress made the. *past' month, we"'now feel, that the program
is -fully .de veloped,-"appropriate, and is being-effectively
. " impennted. "Comments on various elements of this program

" are c'6ntained in,'the ensuing ,subsections'..

-5-



6.4.1 GA Procedural-Auditin.

As was done by the 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 si-gnificant..safety aspect..
being given a Priority No. 1 rating and }others being
-rated Priority No.-. 2,.,3,or 4. .As required by
•License Condition 31: of the October 2,-,1986 Order.
al-l Priority- No., A- operating procedures }are being
.au'dited annually while those of a lower priority
level are being selected for audit through a
'systemnatized. .selection :system..' A.A'compari~soh of the
SFC 'selection system .with that .:of: the: Independent
Oversight :Team leadsu'.US,•to the conclusion -that the.

•SFC system is appropriate.' :.

We have caref~ully. reviewed the :SFCý":QA.',p.rocedural1:.
audit fi'ndings to date afnd. have :fobind -that. their.:-auditing. appears to be tvery thorough.:. :-This .S.borne
out -by:. the .•fact. thatý :on :.several .procedures .'
previously ::audited sand, found.. by .the ..Independent.
Oversight Team `:to. be*isati sfactory.)',,the•• SFC.: QA .audit
,found ."and ý.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 is 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 tolthe QA Manager on all audit
findings.:ý These responses must. proyide comnmitments
to.,.timely' resolution of identified problems.
Second, the QA program requires reahdits of the. •
pr6cedure by the QA, Mana'ger until h•i ,isassured that
all resp6nses to' auditfindings'. are ,appgropria ely
implement.ed. .Only.then is.,the audit rcport, closed
out.': ' Both 6f. these features are no0w;. beb.ing
effectively implemented.

i ' , • '..Z



6.4.2 Periodic. Surveillance

' The Independent Oversight Team found that a majority
of our beneficial contributions came from
observations made in the..field .on plant walkthroughs
and the verbal comments made 6n"those observations
to SFC supervisors. The SFC QA Managerhas adopted
a .similar system of weekly walkthroughs and verbal
transmittal of his observa.tions,.:. These walkthroughs
are now required by :a revision in-the QA procedures.
The SFC .QA Manager maintains a written .record of his
observations in-,a log book, appropriately varies the
areas walked through,. and periodically, reviews his
findings*to detect any long-term ýtrends.

6.4.3 Receipt of Bulk Chemicals

We have reviewed the detailed written analysis
prepared. by 'the ýFacility.-QA. Manager :o.f, the-,:-....
operational- quality'requirements :-for each of t:.the.:!
bulk chemicals :used ;at,-,the Sequoyah ;Facil-ity , yi..
together .with the_ "quality. 'assuranc e e aspects:of

'ordering&-and receiving these.: chemicals s..e believe
'this..document, is appropriate and complete and that
adequate quality assurance is being provided to.'bulk
chemical receipt.

6.4.4 Selection of Material for Repairs

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 pro~cedure for an early audit. .

6.4.5 Follow-UP on Plant Incidents

The SFC QA procedures, have been .revised to. require
foll1ow-ip" by '.the: QA Manager of each" plant .inidehnt.
to assure tha't a ppropriate, lessons-learned have
been identified and.are being i'ple'meted.in'ia
timely mah ner,. This" follow-up:is now .b'eing
appropriat'ely implemented;

-7-
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6.4.6 Follow-up on Independent Oversight Team and NRC

'Systems• are now in-place, including computerized
logging,, f6r, follow-.up..by SF0 0..a NRC and POT
rec ommendations. ... ...

In summary, .-.the .SFC Quality Assurance program is -now fully
implemented and-.operational. It has been..thoroughly reviewed by
the Independent Oversight Team and we find it to be totally
appropriate.: 'Thpe.practices of the Indepenldent Oversight Team
have been incorporated appropriately into this program, and it
will serve effective~ly*.when the ,Independent.Oversight Team is no
longer providing. -continuous on-the-floor ..coverage and its
functions are .assumed by the SFC QA Manager...

7.0 STATUS OF PRIOR RECOMMENDATIONSý-.
. , " ., • .'

7.1 Open Recommbndations in First Independent Oversight Team
Report -- None`. ..

7.2 Open Recommendations in Second .Independent Oversight .Team
Report

7.2.1 Qff-Gas Burner Failures

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 itto be appropriate and.
that it is being effectively implemented.
Therefore, this recommendation is considered closed.

7.3 Open Recommendations in Third. Independent Oversight Team
Report None " .

Y. .. .

.. . . . ,* A • : .i .
"• . i : : i'.' ;" " " " .4 " ...

',." , ." • : . , . " . . . '• '.i. i :
• . A A
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7.4 Recommendation.. F .. Inour th Independent Ove rsight TeamReport

7.4.1. 1"..E:erzencVaiv Cloa"ue S-stem

7.S4F.C- Ope ratning .Proc edures have been revised to
requirei""ailroad-car-type seals instead of padlocks

',,to hold,,open,the block valves ahead of relief valves
-.. on! vessels., - -This will. permit emergency closing of

• .-,these valves should the relief valve develop a leak.
' The procedure requires filing .of an incident report

-if any :seal•lis -broken in an emergency.. We have
audited this procedure and find it to be appropriate
...ad fully.perational. This recommendation is
considered closed.

7.4.2. Study of Exposures Caused and Saved by*Strappin~
Ye1lowcake.,Drums .*. v ".

Tests an'd,.studies- "are being'_planned byq -SFC ..to,
.determine if~t~he:strapping of yel-lowcake drums.,

* . - causes more :radiation exposure than. it'isikely to
.. ,prevent..These ttests .and; studies appezr, appropriate.
We recommend that follow-up to assure proper
implementation be incorporated in the SFC QA system
and that this recommendation be considered closed by
the Independent Oversight Team.

7.5 Recommendations in Fifth IOT 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.

8.0 CURRENT RECOMMENDATIONS

8.1 Termination 6f IOT Cov~rage. ,.'

In view bf. the fact that all of the objectives for the
Independent.Ov"ers'ig'ht Team in the NRC order of October 2,
1988, have now..been 'fulfilled and in view of the good
performance. o6f' SFC.,ý in all aispects of operating-:the Sequoyah
Facility,i.,we r.ecommend that continuous Independent-
Oversight Team coverage be immediately terminated...•

-~~~~~~.- . .. .!.; .......... .. ,' .• ... .
, ' • : • : " ' ' * *. r'.., ." .: . ., " " : " . . ' .

, • ." " .. ' i ; .•}• I " . . I.' ' ' F •,i : '.
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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,

dnd no official notifications to the NRC were necessary.

Respectfully submitted,

James A. Buckham, Program Manager
Independent Oversight Team

JAB/slm
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.. t ..~NUCLEAR, REGLILATO.RY. COMM ISSION.
S. ".WASHINGTON, D.!C. 20555

-ja

Docket. No. 40-08027 . .
License No. SUB-1010
EA 87-108 '

Se.joyah Fuels Corporation:
ATTN::'J. G.' Randolph','

President:....... .
Ker'-0cGee Center' :.
P.O. Eox 2.5801-'
Okla-cma Cit 'K 73125

SUBJECT:' ORDER-TO SHOW CAUSE AND NOTICE OF VIOLATION AND PROPOSED1 IMPOSITION
OF CIVIL PENALTIES' ' . ' .

This refers to: the inspections arid investigations conduicted*at the'.Sequoyah-
Fuelb'Faciility', Gore, Oklahoma.during .the:period of January.4. 1986 through',1.
September 16. 1986. "These efforts were undertaken as a followu t6 the0
January 4,1986-accident in which a cylinder filled with:,uranium hexafluoride
ruptured while it was .being heated"in a steam chest:- Investigations:-were
conducted by an Augmented Investigation Team (AIT) and by the NRC Office of
Investigations (01). A copy of the 01 Report 4-86-005 synopsis is enclosed.' "'.• ":• "::::~~~~~~.. .......... ...........:."-,.... "'v=:7 :v:",: .. ".•' -. :.

The :01 investigationi:was condl'cted to determine, among.other .;matters, {whether
Sequoyah Fde ls FIacility.management. and supervisory.personnel made vwill.ful. false
statements to-the NRC-regarding their knowledge of heating:!of bverfilled ..
uranium hexafluoride cylinders and whether a letter from Kerr-McGee to the NRC
dated January 29, 1986 included material false statements.

Following the January 4, 1986 accident, 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 Faci.lity would be authorized. A condition
in this Order was the presence of an approved. Independent Oversig'ht Team (lOT)
ona 24 hour per day basis while the plant is operating. The lOT was required
.because of the NRC's concerns about individuals with supervisory responsibilities
who appeared to have demonstrated a lack ofcandor. The lOT 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 commitment to safe
operating practices.

The lOT 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 reduction of
the lOT. These requests were supported by reports from the lOT concerning the
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areas monitored by the team. "These reports indicate a satisfactory level of.
operational performance and that -the objectives .for the lOT-have been achieved.
I have reviewed these reports'and reports of-NRC inspections.and concluded...
that the operation of the Facil-ity now justifies reduction of the OT coverage
and-that reduced coverage wil:'stilI ensurefulfilIment of remaining objectives.
Thr.'efore, the101T coverage requirement may now be reduced-to'one shift per day,
seven days per week, with shift coverage to be conducted randomly during the
24-hour period.

After careful review ofthe 01 investigation report, the NRC .staff has concluded
that several Sequoyah Fuels Corporation employees were.:aware of improperpractices
at'the Facility and did not fully-disclose their knowledge of thesepractices
to.NRC iivestigators. In particular,.it appears that certain supervisors-were
aware of the'weight limitations and the prohibitions on heatingoverfilled
cylinders. These supervisors acquiesced in, if not condoned, heating of uranium
hexafluoride cylinders with more than the maximum net weight and then failed to
reveal the full.ektent of'their knowledge.. They signed cylinder status-sheets
reflecting excessive'cylinder' weights. Their, actionsidemonstrated-a lack:of
candor with the.NRC that cannot be accepted. Thus:, I cannot completely remove
the lOT without further assurance'that the.NRC can rely. n the'pe-formance and
integrity:of supervisorypersonnel at the Facility..

Accordingly, I am issuing the enclosed Order to Show Cause why certain supervisors
should be'permitted to perform licensed activity without lOT 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 ifthe 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 will consider complete removal of the
JOT requirement.

The NRC is also concerned about thp.actions and lack of candor of some of the
operators at Sequoyah Fuels Facility,.jespecially Patrick Sanders. However,-no

.enforcement'action is being taken as to these operators; as we believe that by
direc~ting enforcement action to the supervisors; they will ensure proper per-
formance by the operators and create an atmosphere that will lead to candor-
with the NRC in the future.

The NRC. issued a Notice of Violation and Proposed Imposition of Civil Penalties,
Q or.Octobeý 14, .1986 for violations of procedures, some of which were associated
with the'anuary 4,;'1986 accident. The total proposed civil monetary penalty.
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
issued February 5, 1987.' The penalties were paid by Sequoyah Fuels Corporation
on'March.2, 1987. In view of these penalties and the changeý in management at
the Facili.tty" additional penalties are not being proposed v violations that
occurred prior to the accident.

However, -in January 1986 the NRC requested assistance from Kerr-McGee/Sequoyah
.Fuels Corporation in answering certain questions asked by members of the Congress.
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Ohe question sought-informationas to supervisory 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 . ..
supervisory personnel, when-infact management, including the Assistant General
Counsel-LiLigation, knew that at least-one supervisor was-aware of the improper
practice. Thus, the response was false by omission. Asecond part of the
same question 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
investigation 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 cylinders.'The response was'prepared by corporate attorneys'with
input.from outside counsel,'but-without adequate supervision by corporate
management and technical personnel . The response was4 signed by Dr. John C. Stauter,
Director, Niuclear.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 01 in April:1986. Because of.this
failurei to meet.,the responsibility to provide accurate'information to-the,-.NRC,
.the. Order: Modi fyi ng License* of:. October. 2, :1986,: requi red that all Y..informati on
provided :to the. NRC. be sUbmi tted under oath or iaffirmation ..of. the President:;-
Se'quoyah Fuels Corporation.: (Ordei at,.8). OnJune.;.19,7.1987,.. the.,I]i cens.ee.-i-
:requested, that! this requirement be' li fted..'-:.- :'

The'responses contained in the? January 29, 1986 letter are:.false-.statements .-that
were material 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
clearlymisleading. The submission-cbnstitutes.a careless-disregard for.the
need to provide complete and accurate information to the Commission. The NRC
must ba 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 preparing 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.
or :affirmation should not- be continued if certain attorneys are involved with:
submissions to the NRC. -, • ' " •,

6Ip additioniI am 'ssuing the -enclosed Not ie of Violation and Proposed Imposition
1'o fCi Cvil -Penalties i6th'e '1roun of0$16O' for.,the violations" describe',in'the
1.enclosed Notice to emphasize .the importance of-c'complete crdo'r. in deal ing:,wJith-,
Atl6e NRC. "In accordance with the General "St'atement of Policy and Procedure for
N.•RC Enforcement Actions," 10 CFR Part2, Appendix C (1987) (Enforcement'Policy),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 heed for management'
involvement in preparing responses,_a, separate action is not being taken for...
Dr. Stauter's failure to assure that the response was complete and accurate.

... " .††††††. . .:
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You are required to respond to this letter and should 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 p'lan to prevent recurrence of the violations for which you have
beencited;.After reviewing your responses to this Notice and Order, including
your proposed'orrective actions and the results of future inspections, the NRC
will determine whether further NRC enforcement action is necessary to ensure
compliance 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
enclosures will be placed in the Public 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 required.by the Paperwork Reduction:Act of.1980, PL 96-511.

. .. . . ! . ' I . .:' '

Sincerely_ :,

James 14. Taylor
Deputy Executive Director

for Regional Operations

Enclosure: Notice of Violation
and Proposed Imposition
of Civil Penalties

Order to Show Cause
01 Report 4-86-005 Synopsis

j

"fl.;, - .1 1 , .
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UNITED STATES-OF AMERICA
NUCLEAR REGULATORY COMMISSION

In the Matter of ))
SEQUOYAH 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

I.

Sequoyah Fuels Corporation (the licensee) '(SFC) is the holder of.Source Material

License No. SUB-1010 which authorizes 4the licensee to possess and use source

material for the purpose of .refining 6-.. fro-im.uranium ore .concentrates and

converting.this uranium .to uranium hexafluoride (UF )for use by enrichment
facilities. The license was most recently'renewed.on September 20, 1985 and

will expireon September 30, 1990. -

.. . . . . . .......a.

On January 4, 1986 a cylinder 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 cylinder had been overfilled to the point that its contents

exceeded the .cylinder's maximum allowable shipping weight of 27,560 pounds.
A-process operator,with the.consent of his supervisor,.hadplaced the cylinder

o " , • "" :' s e s seer -c "'
in &a.stbeam -chest to: heat the cylinder to.faci I itate emovl. Tof.he .excess.hUF6.

While the cylinder was being. heated, :the cylinder wa 'ruptured'because of the

expansion ofUF 'as it changed from the solid to the liquid phase. Heating
6

of the overfilled cylinder was contrary to the requirements of the license

and the licensee's operating procedures. The high pressure in the cylinder

..and the large size of the rupture resulted in the rapid release of.much of the

*.. 'I .
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UF6 into the atmosphere. One individual employed by the licensee died because

of exposure to hydrogen fluoride (a hydrolysis product of UF6 ). Other employees

received exposures to uranium and hydrogen fluoride.

By letter dated January 9, 1986, the licensee committed not to restart the

UF6 conversion process at the Sequoyah facility without the concurrence of

the NRC. In addition, the licensee made a number of commitments in meetings

with the NRC Region IV staff. These commitments were confirmed in a Confirmation

of Action Letter issued by Region IV to the licensee dated January 17, 1986.

Kerr-McGee Corporati.on promptly instituted an.internal investigation of the

event. (A letter from Sequoyah Fuels Corporation to the Director, Office of

Inspection and Enforcement, dated September 24, 1986, summarizes the results

of this investigation.) The NRC initiated a number of inspections, investigations,

and reviews after the January 4 aciiihntwith the assist'ance of other State''and

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 inspected and reviewed all of the requirements of the license.
,'. . ..,. " . , •. " .

As a result of these efforts, several violations of NRC requirements were

identified. These violations were addressed in a.Notice of 'Violation dated

Octobe'r,:14, '1986 and an Order Imposing Civil Monetary Penalties issued

February 5, 1987. These actions addressed procedural deficiencies in the

management and operation of the Sequoyah facility, which were associated with

the January 4, 1986 accident.

r':,:: i-' i I,."i"••.. '•• # ."•" ". .; .. •• • -- . " - *. .,"'.-.-. " . ,
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In an Order Modifying License issued October 2, 1986, the NRC specified certain

actions required before restart of Sequoyah-Fuels Facility would be authorized.

These conditions included imposition of an independent oversight team (lOT) to

maintain a 24-hour surveillance while the facility is in operation. The lOT was

required to ensure full compliance with required procedures because of NRC

concerns as to the candor of certain supervisors.- The Director, Office of

Inspection and Enforcement, was authorized to relax or rescind all or part of

those requirements.. On October 16, 1986 the Commission authorized restart and

the facili.ty has resumed operations., Reports of the`IOT and NRC ins'ections

have been reviewed by the staff. Based on.NRC consideration of .these reports

and submittals from the licensee, in a.letter accompanying this Order, the

Deputy Executive Director for Regional Operations has reduced the required

1OT coverage from 24-hours to 8-hours per day.
"...... ".. . .: " ' " ".. ... ".- ... .. ' , ' " ' i '""+ +. . " "

III

The NRC investigations of the accident and the management and operation of the
faci.lity sought information concerning possible overfilling and heating of UF,

cylinders, including supervi.sory knowledge of and acquiescence in those practices

which.violated .authorized procedures. An NRC Augmented Investigation'Teamj(AIT)

conducted. ts inquiry immediately following the accident. In addition, subse-

quent to the accident, Sequoyah Fuels CorPoration formed an Internal Investi-

gation Team (lIT) to investigate the6cause of the accident. The lIT report

concluded that the January 4, 1986 rupture was "most likely caused by heating

of the overfilled cylinder" and also noted that overfilling regularly occurred.

.f



I n March 1986, the Office of Investigations (OI.) commenced an investigation

which, in addition, to the ,above areas .of inquiry, also examined whether willful

material false statements were made in the January 29,.1986 letter.

The NRC investigations revealed that several Sequoyah,Fuels Corporation employees

in supervisory positions apparently were aware that UF6 cylinders were being

filled beyond the authorized limit and were subsequently heated while in an

overfilled condition. The licensee's September 24, 1986 response to a question

from the Commission stated that: "'some supervisory personnel either acquiesced

in or condoned this practice" (i.e., heating with more than the maximum net

weight). In the course of responding to questions from the various investigators,

Messrs. J. Brewer, L. McCoy, L. Reid, and J. Swimmer did not appear to fully

disclose their knowledge of the overfilling and heating of the'UF6 cylinders.

information provided by other SFC employees, including the operators and the
. • .-- : ' . ' " " • : • .• - . . .- ,, " - . .:. " ' ""

Facility Manager, indicated that these supervisors were more aware of the 'subject

practices than they revealed. These s'upervisors were aware of the weight

limitations for cylinders and the provisions of Operating Procedure N-280-1,

Revision 6, which prohibited the heating of overfilled cylinders. They all

signed cylinder status sheets ref...eting excessive weights. Further, some.of.of

the :statement's of these individuals to the investigators were inconsistent. .•.
"'5 :il, " " " 5 ." " -" ' . . .. " "I . .

In January 1986, the NRC requested assistance from Kerr-McGee Sequoyah Fuels

Corporation, in.,answering 'certain questions asked by members of the Congress.

..One question sought information as to supervisory 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
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to supervisory personnel, when,in fact, management, 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 overfilled cylinders. The Company's answer

to that part of the ques.tion advised that an investigation was in progress

to determine whether "there had been any instances of overfilling," and thus,

suggested that there was no knowledge of the prior instances 'When, in fact,

the Company already had information that such instances had occurred.. The*

response was prepared by corporate attorneys with input from outside counsel,

Peter Nickles. Corporate managerial and technical personnel did not supervise

preparation of the response, which was incomplete and misleading. As a result,

the Order Modifying License of October 2, 1986 required that all information

provided to the NRC by the company be submitted under oath or affirmation of

the President, Sequoyah Fuels Corporation.

IV.

The.holder.,of,.;a license.from the NRC has a clear obligation to be.candid and

forfthcoming"indealing with the NRC and its' staff. The effectiveness of the'

regulatory program is dependent on the ability of NRC investigators to. obtain

complete and accurate information in determining the causes ofaccide,-'s in

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

facilities. The.O investigation revealed a lack of candor among supervisory
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personnel, specifically with regard to Messrs. Brewer, McCoy, Reid, and Swimmer.

It appears that these supervisors knew about and acquiesced. in practices that

were contrary to authorizel procedures. The NRC needs assurance that these

,upervisors will properly run plant operations, ensure that these operations

will be conducted in accordance with authorized procedures, and in the future

provide complete and accurate information to the NRC. The NRC must also be

confident that employees at all levels of a licensee organization and its

attorneys will be responsive to the agency's, requests for information, .and

that the agency can rely on the information provided.

V.

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 regula-

tions in 10 CFR 2.202 and Part 40, IT IS HEREBY ORDERED THAT THE LICENSEE:

A. Show cause why the following individuals should be allowed to perform

licensed activity in the absence of the IOT:

1.: J. Brewer, Shift Supervisor

2. L. McCoy, Area Supervisor .. .. . . .. .. -.

3. L. Reid, Shift Supervisor - "

4. J. Swimmer, Shift.Supervispr
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The response should at a minimum address areas such as disciplinary action

taken or to be taken, training conducted or scheduled to be conducted and

management controls, including disciplinary policies, instituted to address

these issues. The response should also state why, if these employees are

allowed to perform licensed activities without lOT presence, the licensee

will have, and the NRC should have, confidence that each of these individuals

will be candid with the NRC in the future. If the licensee should decide

to remove these supervisors from licensed activities, the response should

include information concerning:.their replacements, to provide assurance..

that the replacements.are qualified and will be candid with the NRC so that

they can be relied on to provide complete and accurate information.

B. If the licensee desires to relax the requirement of Paragraph A.2 of the

Order Mo odifying License of October 2, 1986 requiring that alI information

submitted to the NRC be under oath or affirmation of the President of

Sequoyah Fuels Corporation, show cause why the oath or affirmation

requirement should not be continued so long as T. McDaniel or P. Nickles

are involved in preparing responses for submission to the NRC.

V1.

Th. elicensee, may show cause why this Order.should not have been•'issued and

should be vacated by filing a written answer Under oath or affirmation within

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

on'which the licensee relies. The licensee may answer, as provided in 10 CFR'

2.206(d), by consenting to the entry of orders in substantially the form

proposed in this Order, in which case the license will be modified as stated in
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Section V. If the licensee fails to file an answer within the specified time

the Deputy Executive Director for Regional Operations may issue without further

notice an Order described above.

The licensee or any other person who has an interest adversely affected by this

Order .may request a hearing on this Order.within 30 days of the date of its

issuance. Any answer to this Order or request for hearing shall be submitted

to the Director, Office of Enforcement, U.S. Nuclear Regulatory Commission,

ATTN: Document Control Desk, Washington, 0. C. 20555, with copies to (1) the

Assistant General Counsel for Enforcement, Office of the General Counsel, and

(2) the Regional Administrator, Nuclear lRegulatory Commission,.Region-IV,

611 Ryan Plaza Drive, Suite 1000, Arlington, TX 76011. If a person other than

the licensee 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 the 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 ahearing is held, the issue to be considered

at the hearing shall be whether this Order shall be sustained.

FOR THE NUCLEAR REGULATORY. CO!MIMISSION,
- . . i. . .,TI •

James M. Taylor, Dep'uty Executive Director
for Regional Operations

Dated at Bethesda, Maryland
this. day of 1987



NOTICE.OF VIOLATION
AND

PROPOSED IMPOSITION OF CIVIL11PENALTIES

Sequoyah Fuels Corporation
Sequoyah .Fuels Facility
Gore, Oklahoma,

Docket No. 40-08027
License No. SUB-1010
EA 87-108

As a result. of NRC investigatio.ns conducted J.apuary 4, 1986 through September 16,
1986, violations of NRC requirements have been .identified. :'In accordance with
the "General State'ment of Policy and Procedure or NRCEnforcement Actions,"
10 CFR Part 2,"ApIpendix C (1987),'.the.Nuclpar 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 violationsý*and .associated'civil penalties are'set forth below..

In January .1986'the NRC reqUested .the.Kerr-McGee Corporation, :owner of Sequoyah
Fuels Corporati.on, *to.provide information.,t.. 'enable the NRC ,to _espond td-members
of Congress'. Questioi :11..asked: , - . : "-

"Did company supervisory or management personnel .1approveof -the ..practice
of: reheating'overfilled cylinders at the.Sequoyah plant, or have any
knowledge of,-this -procedure? Had other overfilled cylinders ever been
reheated.before at this facility,; and ifýSoowas'it'with or without..the
knowledge of,.management? List all Instances where overffilled:cylinders.
were:. reheated. -" - " . .. ...... .. .

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 asmfollows: . ..

M.4anagement personnel had.no knowledqe that any-such practice was
ever tollowed at the Sequoyah Facility 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."

Interviewing of employees and reviewing of records.are'continuinq in
order to determine whether there have been any instances of cy inder
overfill ing in the past, and if overfilling has occurred, the nature
and degree of.o'erfilling and what steps were taken by-the comoan,

.- Emphasis added) ' .- n.. ytecmay
A. 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 false 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
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regarding the l.icensee'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. In fact,
the licensee 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 ofthis 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.

This statement constitutes a.materialfa'lse statement and is a Severity

CL6eV,.e1 vII'olation (Sup6lemnent'VII).

Civil Penalty "$8,000.-
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'continui.nglin order to determine 'Whether
".there'havebeen any instances'-6.fcylinder :overf.illing *in ithe"pa~st" con-
stitute's'a material false statement. The statement-is false in that it
indicates"a lack of knowledge of past instances of heating of overfilled
cylinders'whenr,"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 is'sue that was' important for the- NRC to
resolve in e'nsuring 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 S8,000. : ;"". '.''.

Pursuantlto the provisifons of 10 CFR 2.201, Sequoyah. Fuels Corporation is' hereby
requiredto submit-a written statement or explanation to the Director. Office
of, Enforcement•j,.S. Nuclear Regulatory Commission, ATTN: :Document Control
D es"•k•kWashingtbn'. .D. C:.20555 with copies to (1) the Assistant'General Counsel
fo.Enf6rcemen t, Office of the General Counsel, and (2) the"Regional Administrator,
U. S. Nuclear Regulatory Commission, Region IV, within 30 d'ays of the date of
this Notice. .This reply should be clearly marked as a reply to a Notice of 'S
Violation and should include for ,eachW'lleged violation: (1) admission or deni.a'
of the allege'd violation, (2) the:reasons for the violation' if admitted, (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 adequate reply is not received within the time specified in this Notice,
the Deputy Executive Director for Regional Operations may issue an order to
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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 182 of the Act, 42 U.S.C. 2232, this response shall be
submitted under oath or affirmation.

Within the same 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 amountof 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 pehalties,-'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 protesting the civil penalties
in whole or in part, such answer may request remission or mitigation of the
penalties.

In requesting-mitigation of the proposed penalties, the five factors addressed
-in Section V..Bof 10 CFRPart 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 provisions 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.pprsuant to Section 234c
of the Act t .42.U.S.C. 2282c . ..i.

: MFR THE NUCLEAR REGULATORY- COMMISSION

James M. Taylor, Deputy Executive
Director for Regional Operations

Dated at Bethesda, Maryland
this day of June 1987

J
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SYNOPSIS

On January 4,A1986, a 14 ton cylinder filled with UF6 ruptured while it 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 (KHiC),
Oklahoma City, Oklahoma. Immediately following the accident at SFF, the NRC
formed the Augmented Investigation Team '(AIT) :to investigate the circumstances
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
Investigation Team (lIT) which conducted an investigation to determine the
cause of the accident. The lIT investigation included interviews of all SFF
personnel interviewed by the AIT.,.' . ' ..

On January 21,' Congressmen Edward.J.' Markey* and Mike Synar sent 'aletter to
the Chairman-of 'the NRC i6 which they: posed -a rnmberý`of: questions 'relative to
SFF'and the accident.which.6ccurr-edthere. Question 11 ;asked, "'Did company
supervisory or mnanagement.personnel'approve of the practice of lr.eheating

.overfilled cylinders'at:',the 'Sequoyah.'plant, or have'any knowledge of.this
procedure?' Had:otherloverfil.led'cylinders ever been reheated'before at this
facility, andi if so, was it' w'ith 'or.without the'knowledge.of management?
List all instances where overfil.led cylinders .were reheated." Subsequent to
the NRC receipt of the letter,'the KMC Director. of Nuclear'Licensing and
Peculation 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
practice was ever followed at Sequoyah facility and specifically prohibited
it." The response to question 11'concluded stating, "Interviewing of
employees and .reviewing of records are continuing in order to determine
whether therehave been any instances of cylinder overfilling in the past, and
i-^ overfilling has occurred, the nature and degree of overfilling and what
steps were taken by the company."

On March 6, 1986, the NRC Executive Director of Operations (EDO) requested
that 01 conduct an investigation.at SFF/SFC/KMC to determine whether SFF
-:ersonr.el had'. 1kpowingly and.wi11fully:. heated overfilled UF6 cylinders in the
:st,: in.v'iolation of, SFF. procedures; whether, record falsification had

1•. ccurred ratiion to the;,overfilling and/or, heating of..ovrf.i Iled.¢ylinder;
!i4w.eher.:Se'ther SFF.$upervisors and management personnel made wi~l'ful,ifalse

statements'i.to the NRC 'AIT, .re'garding their knowledge of'overf.illed UF6
c,.ylinders being 'heatedat:-,SFF and whether the KMC Director of Nuclear

:Licens'ing and Regulation made willfulmaterial false statements to the NRC. in
khe KMC letter responding to' question 11.:. .. • .

The 01 investigation consisted of numerous interviews of SFF nonsupervisory
personnel, SFF supervisors, SFF management personnel, SFC management
personnel, and K.C officials. The investigation additionally involved an
extensive review of SFF and KIC records. The investigation disclosed that
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10 and 14 ton cylinders were reguIarly overfilled by.100-120 pounds and heated
in the steam chest, which violated SFF procedure N-280-1, Revision 6 (REV 6).
Interviews alsb disclosed that 10 and 14 ton cylinders are sometimes
overfilled by various amounts from.120 to-4j500 pounds and heated. 01
investigation additionally determined that the KMC [IT received SFF employee
testimony concerning overfilled cylinders being heated during their. early,.
January 1986 investigation at SFF. .-V

The 01 investigation concluded that.SFF chemical operators intentionally
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 cyli.nders,
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 regardingoverfilledcylinders
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
URC. 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 overfilled cylinders.

W
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