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December 21, 19970

The Honorable David L. Eoren
United States Senator

440 Scuth Houston

Suite €02

Tulsa, Oklahoma 74127

Dear Senator Boren:

This 1is in response tc yoyr letter of November 28, 1990. As the Tulsa Fhoenix
letter stated the Nuclear Regujatory
Commission (NRC) did issue to Sequoyah Fuels Corporat1on (SFC) a Demand for
Information, a copy of which is enclosed.

The Demand resulted frem concerns that developed during recent, intensive NRC
inspections of the SFC facility. We believe that the Demand and an earlier
Order, a copy of which is enclosed, show that HRC has taken appropriate action
with the owners of the facility.

To date, SFC management has recponded properly to the Cemand and the Order.
Their continuing efforts to characterize environmental uranium contamination,
to take appropriate corrective action regarding uranium currently in the
environment, to prevent further énvironmental releases, and to comply with NRC
regulations 'and the conditions of the SFC license should ensure that the public
is not endangered by SFC activities.

~ With regard to Ms. [ !concern that SFC activities might have been a cause

of cancer in her area, be assured that NRC is not aware of any information or
data that establishes such a connection.

te hope that you and Ms./ ;‘f1nd this letter Tresponsive to her concerns.
If you require add111ona1 information, please let us know.

Sincerely,

Original Signed By:
James M. Taylor

James M. Tayilor
Executive.Director
for Operations
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- UNITED STATES
NUCLEAR REGULATORY COMMISSION

In the Matter of
Docket No. 40-8027
License No. SUB-1010
EA 90-158

SEQUOYAH FUELS CIRPORATION
Sequoyah Facility

I-40 and Highway 10

Gore, Oklahoma 74435

S S i s st s

DEMAND FOR INFORMATION
1

Sequoyah Fuels Corporation (SFC or Licensee) is the holder of Source Material
License No; SUB-1010 issued by the Nuclear Regulatory Commission (NRC or
Commission) pursuant to 10 CFR Part 40. The license authorizes the Licensee
to possess and use source material for the purpose of refining uranium from
uranium ore concentrates and°converting this uranium to uranium hexafluoridé.
(UF6) for use by enrichment facilities. The license, which was due to expire
én September 30, 1990, remains in effect on the basis of a timely renewal

application submitted by the Licensee.
11

A number of respcns1b1e Licensee managers played key.roles in the sequence of
_events described in this document. These events include the identification of
uranium contaminated soil and water during the excavation for and construction
of a concrete vault around below-ground storage tanks, uranium contaminated
soil and water beneath the solvent extraction (SX) building; and uranium

contaminated soil and water beneath the main process building. The President

onpRy 01221
O baen 04008027 {1
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of SFC, who has been at SFC since the purchase of the facility from Kerr-McGee
in 1988, is responsible for the entire operation of SFC, its programs, and

assurance that NRC license requirements.and responsibilities are satisfied.

The responsibility for conducting the excavation and vault construciion project
rested with the Senior Vice President, who has been emplioyed at SFC since April
~ 1987. Responsibility for the operation of_the plant process, including
operation of a pump that removed contaminated water from the ground under the
process building back 1n£o the plant process (referred to in this document as
the "subfloor pracess moniﬁof"),‘ also rests with the Senior Vice President.
The Sen{or Vice President and several line managers assigned to him admit
knowledge of the existence of and purpose of this subfloor process monitor for
an extended period of time. This monitor is not shown §n plant drawings or .

covered by written operating procedures.

The Vice President, Regulatory Affairs,? who previously had been Manager,
Regulatory Compliance and Quality Assurance, since January 1989, has been at

SFC since 1986. He was promoted into his current position in September 1990.

In both his previous and current positions, he was and is responsible for

1""Since October 11, 1990, this monitor is referred to by the licensee as a
"denitration subfloor monitor."

2 SFC has propnsed organizational changes but has not yet applied to the NRC

. for a license amendment authorizing these changes.
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interpreting regulatory requirements, providing advice oﬁ regulatory matters

to the SFC President, providing regulatory compliance oversight for environmental
compliance, and ensuring that the entire organization understands regulatory
responsibiiities and executes them. He is also directly responsible for the
timely, accurate, and comprehénsive flow of information from the Licensee to -

the NRC.

The Manager, Health, Safety, and Environment, has been at SFC since 1988.

‘He has the direct responsibility for implementing the health, safety, and
environmental progréms'necessary to ensure compliance with the NRC license; to
protect plant workers and the public health and safety; and to meet environ-
mental standards and limits. This includes assurance that uranium does not
contaminate ground water and is not released offsite in significant coh;en- -
trations, and that the site characteristics are correctly understood. The .
Manager is also responsible to assure that records of spills or other unusual
occurrences involving the spread of contamination in and around the facility
are maintained. These re;ords should contain information where contaminatjon
remains after any cleanup procedures have been implemented or when there is a
reasonable 1ikelihood that contaminants may have spread to inaccessible areas.
These records are necessary so that at the time of decommissioning the site

can be p?oper]y and comprehensively cleaned up to NRC standards.

The Manager, Environmental, is responsible to the Manager, Health, Safety, and

Environment, for the SFC environmental program and has been at SFC for 11




-4 -

years. At SFC, she is responsible for developing and implementing programs and
procedurés to comply with all environmental monitoring requirements required by

federal and state agencies.

On August 22, 1990, during an outage of SFC's UF6 production facility,?® SFC
notified NRC Region IV that uranium contaminated water had been discovered in
an open excavation immediately adjacent to the SX building at the SFC site. The
water was discovered while excavating around two underground storage tanks for
the purpose of constructing a reinforced concrete vault around the tanks. One
tank is used to store hexane, while the other tank is used as emergency storage
capacity fo; all SX building solutions. At the time of notification, the walls
of ‘the concrete vault had been placed, and reinforcing steel had been set fgr
the placement 6f the concrete floor in the vault (the floor was actually placed
on August 23, 1990, prior to the arrival of an NRC inspector). 1In addition,
the Licensee did not indicate that any efforts were being made to determine the

cause of the seepage.

The August 22, 1990, report from SFC indicated that "“some ground water seepage
occurred, along with some accumulation of rainwater during periods of rainfall.
When sampled and analyzed, this water indicated levels of hranium substantially

above SFC's environmental action level for uranium in water, 225 ng/}

4 In late July 1990, the facility had been shut down for a major outage.
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(micrograms of uranium per liter). Some samples were in the 1-8 g/1 (grams of
uranium per liter) range." The concentration for naturally occurring uranium

for restricted areas specified in 10 CFR Part 20, Appendix B, Table 1, Column 2

is equivalent to 1.5 g/1.*

The NRC considered these levels of uranium to be very high for below-ground
contamination concentrations and dispatched an NRC Region IV iﬁspector to the
site. Based on a review of the circumstances including the lack of appropriate
. evaluation by the Licensee to understand the circumstances of the contamination
and the appérent lack of awareness by SFC of the potential significance of the
elevated concentrations, the NRC dispatched an Augmented Inspection Team (AIT)
to the site. The purpose of the AIT was to develop factual information

concerning the causes, conditions, and circumstances associated with the high

uranjum-bearing water discovered during the excavation work at the facility.

"~ The AIT established that excavation activities began on July 31, 1990, and on
August 1, water was found in the area of the vault excavation. .A sampie of
this water, available from the process Iab‘on August 2, showed uranium
concentrations of 0.02 g/1. The AIT also established that a sewer pipe

ruptured on August 4 during excavation activities, dumping water into the

* Although 10 CFR Part 20 does not specifically refer to this as the
restricted area concentration, this high level provided another indication
that should have prompted further investigations.
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excavation pit. An analysis of a samp]g of this watér taken on August 4,
‘available from the process 1ab on August 6, provided the first indication of
the presence of significant levels of uranium in the water. Thfs sample
indicated 2.06 grams of uranium per liter, approximately 1.4 times the MPC for

restricted areas.

By coincidence, also on August 6,'1990, a routine quarterly NRC.inspection of
SFC activities began. Two inspectors were onsite for the purpose of a project
inspector turnover. During a tour of the facility, NRC inspectors noted
workers in ihe excavated pit and casually questioned SFC personnel as to why
there was yellow water in the excavated pit since yellow water may be an
indication of the presence of uranium. Licensee officials present at that yjme
were Mr. James Mestepey, Senibr Vice President, and Ms. Carol Couch, Manager,.

Environmental.

Although sample results were available in the process lab indicating significant
levels of uranium in the water, Mr. Mestepey and Ms. Couch remained silent as to
the source.of water or the levels of contamination in the water. Although the
inspectors did not pursue the matter further, they noted that the area was
controlled in the fashion of a conpéminated area since the area had been roped
of f with a step-off pad at the entry to the pit. However, Mr. Mestepey and

Ms. Couch indicated to the inspectors that these controls were not because of
contamination concerns, but because of explosion hazards related to hexane and

because of other industrial safety concerns.
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Ms. Couch stated to the AIT that on August 7, 1990, she first saw results of

the August 4 sample of 2.06 g/1 uranium. She then talked with Mr. Mestepey
regarding the contamination in the excavated area and had additional soil and
water samples taken in the excavated pit. Although laboratory records

indicated that these additional sample results were available that game day
(August 7), for reasons that could not be determined during the AIT Inspectién,
responsible site personnel were apparently not aware of the analysis results
.for the August 6 and 7 samples until Augusé 17, 1990. On August 17,

Mr. Michael Chi]ton? the UF6 Area Manager, who was then acting for Mr. Mestepey,
reviewed'the analysis results. Mr. Chilton had been requested by Mr. Mestepey,
who was out of town, "to look at water sample resu]ts.“’_ The sample results
received by Mr. Chilton iAncluded those whfch showed the highest concentration of
uranium (8 g/1) measured by the Licensee, several of which were in excess of.the
maximum permissible concentration (MPC) for restricted areas. However, Ms.

Couch stated that she did not see the results until August 23, 1990.

On- August 6, 1990, an engineer in the Engineering Department decided to pump
contaminated water from the excavation pit into 55-gallon drums. As time passed,
the Engineering Department continued pumping water into drums and allowed the

excavation work to continue uninterrupted.

* When Mr. Mestepey requested Mr. Chilton to review sample results, he was
- referring to sample results obtained from water being pumped into 55-gailon
drums. Instead, Mr. Chilton received and reviewed water sample results taken
from water in the drums as well as the August 6 and 7 samples from the
excavation taken by Ms. Couch.
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On August 13, 1990, after a heavy rainfall, the Engineering Department pumped
about 3,000 gallons of water from the excavation site to the north ditch whicﬁ

js used to collect contaminated water that is potentia11y above the unrestricted
area MPC. After monitoring, the water in this ditch, which had been diluted by
uncontaminated water, was then discharged. "Two samples of the water were taken
prior to pumping to the north ditch and analyses indicated uranium concentrations

of 0.01 and 0.04 grams per liter, less thqn the MPC for unrestricted areas.

Subsequent samples from the excavatibn (after August 13) indicated higher
concentrations and additional contaminated water was later pumped into more
drums for storage. By August 22, the day of the,ﬁotification to the NRC, SFC
had recovered approximately 6,000 gallons of contaminated water from the )
excavation. By September 10, 1990, a total of approximately 21,000 gallons of
this water in the vicinity of the solvent extraciion building had beén recovered.
Over 3,950 drums of contamiqated dirt plus another 10,640 cubic feet of
contaminated dirt had been removed from the excavated area and was subsequently
stabilized on the yellow cake pad. (Reference Section 6.2 of the Augmented

Inspection Team Report 40-8027/90-04 (AIT Report), dated October 11, 1990.)

The work in the excavation area was performed by contract Qorkers. Although
informatién available to the NRC indicates that most of these workers received
general radiation trainfng and while it appears that routine controls were
impiemented at the change area and access points to the unrestricted area,

contract workers were allowed to continue working in the excavation area
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without being informed either of the presence of uranium in the water or of the
necessary precautions to take to minimize or e]iminafe the possibility of
personnel or equipment contamination, as required by 10 CFR Part 19. In fact,
during routine bioassays conducted by the Licensee beginning on August 22,
1990, two workers who were involved in moving contaminated aggregates

subsequently indicated slightly elevated levels of uranium in their'urine.

In addition, NRC was informed that a contract worker, who worked in these
excavation activities, may have taken home contaminated equipment. The worker
drove his truck to the excavation'(in the restricted area) every day and, at
the end of the day, put the boots he wore in the excavation into the back of
his pickup. Hé then would drive his pickup to the gate, where the tires of“his
vehic]e'were surveyed, but not the items in the pickup. On the last day, the
items in the truck were a]so surveyed and his boo;s were found to be |

contaminated.

On August 17, 1990, as discussed above, Mr. Chilton reviewed the analysis
results of the sampiing‘performed on August 6 and 7._'Mr. Chilton and

.Mr. Lee Lacey, Regu1ato;y Affairs, met to discuss the elevated values. Part of
the discussion between Mr. Chilton and Mr. Lacey focused on whether the NRC
should be notified, and a call was placed to Mr. Mestepey who was still out of
town. On August 20,'Mr. Mestepey.returned to the site, and a decision was
reached.to recommena to Mr. Graves, the President of SFC, that the NRC be

notified of the elevated levels. Mr. Graves had been on vacation since
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August 4, 1990. On August 21, he returned to the site and was informed of the

elevated uranium levels.

~On the afternoon of August 22, 1990, the information involving the elevated
concentrations of uranium in and around the concrete vault was provided to the

NRC, 5 days after Mr. Chilton became aware of the elevated levels and 15 days

after Ms. Couch and Mr. Mestepey discussed contamination in the excavation area.

August 22 was the first time since August 4 that local radiological air samples
vere taken, and it was the first day that some workers began to wear lapel
samplers prévided by the Licénsee. A§ noted earlier, urinalysis of workers in
the excavation pit afso began on August 22. However, the Licensee faj1ed to
conduct radiation surveys of the pit as-required by 10 CFR Part. 20 unti]_

prompted to do so by an NRC inspector on August 24.

On August 27, 1990, the AIT inspectibn began, and an exit meeting was conducted
on August 29. As a result of the AIT inspection, specific to the contamination
around and under the solvent extraction building, the Litgnsée confirmed by

letter dated August 30, 1990, its commitments to: (1) assure integrity of the

floor and sump in the solvent extraction building; (2) complete actions

necesséry to adequately characterize the quantity and location of the pockets of

licensed material under or around the solvent extraction building; (3) identify
all potential pathways that could contribute to migration of licensed material
away from the solvent extraction building; and (4) control and maintain

contaminated soil and water removed from the excavation north of the solvent
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extraction building. In addition, the Licensee committed to the NRC that a
party independent of the SFC operations would review SFC's entire response to

the elevated contamination levels found in the water in the excavation pit.

On September 10-13, 1990, the NRC performed a follow-up inspection to the AIT
ihspection. The NRC reviewed issues raised in the AIT report and conc]uded
that the Licensee: (1) failed to properly survey the excavation area prior to
workers entering the pit; (2) failed to identify the contémination beneath the
SX building in its decommissioning file; and (3) failed to properly report the
contaminat{on discovery to the NRC. Subsequent to the AIT follow-up inspection,
the NRC identified the failure by SFC to provide suitablie monitoring for the
workers in the excavation pit and adequate surveys of equipment leaving';he site..
These are examples of failure to follow established procedures and/or have

adequate procedures to assure that requirements were satisfied.

During the AIT follow-up inspection, the NRC also verified that the Licensee
had completed the actions described in its August 30 letter. Based on the
Licensee having met these commitments, on September 13, 1990, NRC verbally
concurred in the Licensee's plans to restart the solvent extraction process

portion of the UF6 production facility.

On September 14, 1990, as the facility was starting up from its outage, the NRC
began a 7-day-per-week inspection coverage at SFC. Also, on the morning of

September 14, the Licensee reported a second source of uranium-contaminated
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water under a different building, the main process building. Mr. Lacey
reported that uranium-contaminated water had been sampled that morning from a
standpipe, which was installed approximately 6 feet down into the ground
underlying the floor of the process building, and that the sample aﬁalysis
showed a concentration of approximately 6 grams of uranium per liter. The
onsite NRC inspector also was informed on the same date that Mr. Lacey had
known of the potential for ;ontamination under the process building for
approximately 2 weeks. Mr. Lacey had been told of it by a retired manager
after that manager had read 1n.the local newspaper about the discovery of

contamination coming from beneath the SX building.

It was subsequent]y'determined that in approximately 1976, the standpipe'haq
been installed by the Licensee (when SFC was owned by Kerr-McGee Corporation)
and served as part of a system (referred to in this document as the subfloor
process monitor) which included a permanent pump_and piping connected to the
process. This pump is not shown on any plant drawings, and its operation is
not governed by any plant procedures. Operations Department personnel .
1nd1cat§d that ;about one to two gallons per shift" were routinely put back

into the process from this subfloor process monitor.

Since 1976, the operator had recognized that contaminated 1iquid was escaping
to the ground beneath the process bui]d1n§ floor and periodically pumped
1iquid from the subfloor process ménitor back into the process. SFC was unable
to verify to the NRC that the 1iquid had been analyzed for uranjum content

until just prior to notifying the NRC of its existence the morning of
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September 14, 1990. The Liqensee was asked by the NRC if it could assure that
the process was not continuing to deposit additional contamination into the

ground. No such assurance was given.

On Septeﬁber 16, 17, and 18, 1990, NRC inquired as to the basis for the
Licensee's presumptfon that this ;ontamination was limited, that thé volume was
reasonably known, and that unacceptable migration had not occurred. In
discussions with the NRC staff, the Licensee presumed, without evaluation, that
what was pumped from the subfloor process monitor accounted for all the fiquid
beneath the floor, even though a 1986 Kerr-McGée internal meﬁorandum, obtained
from SFC files, documents the fact that the previous owner knew that migration
of this contaminated liquid material was probable., (A review of decommissioning

file records identified no information related to the subfloor process monitor.)

The Licensee also presumed that all ground water migration occurred to the
northwest, where monitoring wells would provide indications of any ground water
contamination. Furthermore, the Licensee was not effective in identifying
man-made underground pathwéys that would serve as potential migration paths for
contaminated water. Because of NRC's pursuit of these matters, the Licensee

began testing these presumptions.

Based on the Licensee's failure to recognize the need to aggressively
pursue these issues, NRC issued an Order on September 20 requiring the

Licensee to take steps to fully evaluate and address the potential problem
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-of contamination in, around, and under the main procesé building: On or about
September 27, 1996, the Licensee fdund the first indications of contamination
(2,450 micrograms.uranium per liter) in a trench outside the'restricted area
southwest of the main process building. For comparison, the license cohtains

a 225 micrograms of uranium per liter environmental action level for water
samples that are collected for the required environmental monitoring progbam.
This location is still within the Licensee's owner-controlled property; however,
additioné] characterizatidn work to quantify the-extent of contamination is

continuing at the SFC site.

The NRC has concluded that the Licensee's presumptions, described above, were
incorrect. Migration did not just occur. to the northwest. The contamination
was not contained under the process building, and migration did, in fact, oceur

to the southwest.

111

As a result of sworn testimony provided to the NRC during ongoing evaluations
of these matters, the following information about the performance of the
Licensee's managers became known. On August 7, 1990, Mr. Mestepey was aware of
contamination in the SX building excavation but did not take any action to
either stop work, further evaluate the situation, or notify NRC. Although

Mr. Mestepey does-not recall the conversation, Ms. Couch informed the AIT .

inspectors and 0] investigator that contamination concerns in the excavated
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pit were discussed with Mr. Mestepey on August 7, 1990, and further said that
Mr. Mestepey dismissed those concerns by relying on "thezg;ench drain to take
care of it." This decision did not take proper account of the fact that
vorkers were continuing to be allowed to be contaminated within the excavation
as the project continued. In addition, it was subsequently demonstrated that
thebﬁ;ench drain, which was installed to remove water from the area around the
vault, could not have performed such a function since it did not extend far

enough below the excavation.

Mr. Mestepe} was also aware of the subfloor brocess monitor in the main

process building. He knew of its location, the type of pump fnsta]led to pump
1iquids from the standpipe, and even the manufacturer's name of the pump.
However, even though interactions by NRC with the Licensee during this sequ;nce
of events should have alerted Mr. Mestepey of the need to ﬁotify NRC promptly
of significant uranium contamination probiems, he failed to recognize that the
© process buiIding contamination was similar to the SX building excavation

contamination and required prompt evaluative action and NRC notification.

Separately, Mr.'Lacey claims not to have known about any contamination in the
‘excavation until approximately August 17. However, Ms. Couch indicated in her
Ol interviews that she informed Mr. lLacey that the NRC inspectors onsite during
the week of August 6 had asked about the source of the "ye]lpw" water in the
excavation pit and had never been given an answer. In addition, some time

early 1h the excavation activities, she stated she informed Mr. Lacey of
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"yellow" chunks of uranium in the excavation area. He contacted Mr. Michael
Nichols, Manager, Health, Safety, and Environment, to have the yellow chunks
cleaned up and put into drums. Further, although Mr. Lacey did not attend a
meeting with the Oklahoma Water Resources Board in late Ju]y 1990, he was aware
that the potential for uranium contamination in the excavation pit had been
-discussed during that meeting since Ms. Couch, who had attende& the meeting,
stated that she briefed him on this issue. Testimony from various SFC
individuals to the NRC, and testimony from Mr. Lacey himself, indicated that he
was aware as early as 1988 of the SX building contamination problem. Since

Mr. Lacey iS responsible to provide regulatory compiiance oversightkfor
environmental compliance and other regulatory areas, enough information had been

made available to Mr. Lacey which should have prompted him to cause an

~investigation of the conditions at the excavation area.

During interviews by NRC, Mr. Lacey failed to provide an explanation as to why
he did not pursue these matters more aggressively, other than that the excavation !

was the Operation Department's responsibility. At no time during the course of

the excavation work dfd Mr. Lacey take action to halt the excavation and
construction work to properly ‘evaluate, remedy, control the continuing leakage
of uranium contaminated water into the excavation area, or stop the continuing
contamination of workers. In fact, during this period, the Licensee comp]eted
construction of the concrete vault knowing that there was significant

contamination in, under, and around it.® At no time during this period did

¢ The Licensee had in place a significant monetary incentive which could have
motivated a hurried completion of the excavation.
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Mr. Lacey take action to evaluate or deal with the potential environmental
consequences of this large volume of contaminated water remaining in and around

the excavation area.

Moreover, Mr. Lacey felt that the solvent extraction building excavation problem
was not reportable to the NRC, and Mr. Mestepey was informed of this while he
was still out of town. The réporting regulation, 10 CFR 20.403, contains four
criteria to be judged in determining whethér immediate notification fs required
and four criteria to be judéed whether 24-hour notification is required;

Mr. Lacey stated that no "“event" had occurred and that the material had

been there for years. Therefore, he felt the issue of cgntamination in the
excavation was not reportable. The NRC staff noted that his reasons.for not
reporting to the NRC did not reference any of the reporting criteria. |
(Reference Section 5.0 of the AIT'Report.) The NRC staff finds that the
discovery of uranium contamination in the excavation pit was a reportable

event and should have been reported to the NRC within 24 hours of its
discovery, as required by 10 CFR 20.403(b)(4). |

Mr. Lacey subsequently gave sworn testimony to Ol that he learned of the
potential for contamination under the process building when to]dAby a retired
SFC manager, approximately 2 weeks prior to deciding to sample the water and
subsequently report it to NRC. He waited 2 weeks to report the event to the
NRC despite recognizing the information was significant'enough to ask Mr.
Mestepey about it a few days after it was brought to his attention. As
indicated earlier, Mr. Mestepey verified the existence of the contamination

beneath the process building as well as the subfloor process monitor, but both



-18-

Mr. Lacey and Mr. Mestepey failed to analyze a sample of the water_at that time
and to provide this information to the NRC until after NRC gave permission to
restart the plant. On September 14, 1990, shortly after the production
facility began operation after its outage, Mr. Lacey informed Mr. Graves and

subsequently notified the NRC of'the main process building contamination.

Mr. Nichols was directly responsible for properly controlling, evaluating, and
surveying the radiological aspect, if any, of the excavation project. However,
he maintained that he was unaware of the possfbi]ity that u;anium contamination -
might be at significani levels or quantities. (One of his employees, Ms. Couch,
did {nvestigate and was aware of elevated levels, but informed Mr. Mestepey
rather than her-responsibie mahager, Mr. Nichols.) Mr. Nichols, in sworn
testimony to 0I, admitted to walking around the'excavation, admitted to having
frequently been to the excavation and looked into it, admitted knowledge that
the presence of yellow water in the excavation might indicate uranium
contamination, but failed to explain why he did not become conscious of the
potential for uranium contamination. Mr. Nichols was also directly responsible
Afor éstablishing suitable safety controls from uraﬁium exposure or contamination
for contractor personnel but failed to do so. In addition, he is also the

| manager responsible for maintaining decommissioning records. As of the end

of the AIT follow-up inspection, Mr. Nichols had failed to include information

in these records with regard to the SX building contamination issue.

Mr. Nichols provided no explanation to the inspectors or during his sworn

testimony as to why he did not fulfill his résponsibi]ities described above.
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In addition,‘at no time did Mr. Nichols or any other Licensee personnel from

the Health, Safety, and Environmental department survey the earthen walls of the
excavation or take note of the large section of yellow stained earth which was
part of the excavation face immediately under the SX building. This readily
épparent indication was not surveyed or otherwise evaluated until an NRC
inspector requested that it be done on August 24, 1990. That survey identified
radiation levels in local areas in excess of 6 mrad/hr. Mr. Nichols is
responsible for sﬁrveys of departing contract workers and materials and failed

to assure that contaminated materials were not removed from the site.

Similarly, Ms. Couch also had information that should have led her to take some
further evaluative action. Testimony of.witnesses: indicates Ms. Couch was jn
and around the 'excavation on numerous occasions during the period. Although.
she states that, on August 7, 1990, she discussed potential contamination
concerns in the excavation pit with Mr. Mestepey and took additional water and
soil samples, she failed to follow up on those results for an extended period of
time. Further, she also stated she informed Mr. Lacey that on August 6, 1990,

. the NRC inspectors quesiioned the yellow water in the excavation pit. As |
indicated eariier, although Mr. Lacey failed to take any follow-up actions with
the NRC, Ms. Couch also failed to take any further action to respond to the NRC
question, even though she later stated she was aware of potential contamination
concerns at the time and even discussed them with Mr. Mestepey on August 7, 1990.
Ms. Couch stated that she did not discuss her concerns with Mr. Nichols, her

immediate supervisor.
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IV

The mode of dperation of the SX building and the main process building allowed
unknown quantities of uranfum-bearing solutions to escape from the process and
facility confinement systems which created the potential for offsite
contamination_of the environment. The contamination of the ground under the
buildings led to unnecessary exposures of site workers and releases of radio-
~active material to the environment. These activities were not in accordance
with the "as low as is reasonably achievable® (ALARA) requirement in 10 CFR
Part 20. '

The failure of the manageément control system to assure that water survey results
were forwarded to the key managers needing the survey information contributed to
exposure of personnel, further contamination of spi] with consequent
decommissioning'prob1ems, and offsite releases by contract workers. The manage-
ment control system also failed in that information about contamination under

both the 'SX and the process buildings was not communicated to SFC key managers

so that radiation and environmental controls could be established. Specifically,
Licensee management (a) failed to promptly and properly evaluate the discovery
of uranium in excess of restricted area MPC, (b) failed to have an effective
site-wide well monitoring program, (c) failed to properly keep contract workers
informed of the hazards of working in the excavation area as required by 10 CFR
19.12, (d) failed to properly identify and evaluate the subfloor process monitor

issue, (e) failed to identify and control migration of licensed material outside




-21 -

the restricted area, and (f) failed to report the event to the NRC within

24 hours of its discovery as required by 10 CFR 20.403(b)(4).

In general, the Licensee initially failed to recognize the uranium contamination,
and once the Licensee did recognize that such contamination existed, the
Licensee failed to understand the potential significance of such a problem.

No evaluation of the source of the uranium contaminating the water or the
potential for release of contamination to unrestricted areas was performed.
Although Mr. Mestepgy, Mr. Lacey, Mr. Nichols, and Ms. Couch weée-fu]]y aware
of the coniamination problem beneéth the solvent extraction building floor at
least by August 22, 1990, work activities were allowed to progress to the
extent of placing the concrete floor in the vault over conta&inated materia? in
the bottom of the excavatfon.pit early on the day after the issue was
communicated to the NRC. A]thpugh Mr. Mestepey was aware of the subfloor
process monitor for at least 2 years and Mr. Lacey was aware of the monitor for
about 2 weeks, neither of these individuals mentioned to the NRC the potential
significance of that issue even though thé NRC onsiie team requested the SFC
staff to identify other potential areas of concern. The NRC's review of the
occurrence.of the vault excavation contamination, SX building uranium leakage,
process building ground contamination, and related issues and evaluation of the
Licensee's ability to effectively respond to these occurrences has resuited in
the determination that significant weaknesses in this Licensee's organization
and management exist. Key managers in responsible positions failed to exercise

their regulatory responsibilities throughout this period, and therefore,
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contributed to the problems outlined herein. Those failures appear to be the

result of serious and, in some cases, long~standing organizational and

management deficiencies which include the following:

(a)

(b)

(c)

(d).

(e)

A long-standing problem, carried over from the previous owner, of
poor communication between organizational elements, up the management
chain, and to the NRC. Present managers have not corrected this

problem and appear to have .contributed to it.

Procedural deficiencies, both in terms of procedural adequacy and

in terms of individuals understanding and following procedures.

Lack of clearly established responsibility and accountability
(e.g., while the Regulatory Affairs, Health and Safety and
Environmental functions are reprgsented to have regulatory
responsibilities, those responsibilities have, in practice, been
abdicated to the Operations Department for certain plant processes

and individual work activities).

Lack of technical and managerial effectiveness in understanding
regulatory requirements and in ensuring that they are followed at the

site.

Lack of sensitivity to the potential for uranium contamination
and lack of initiative to maintain control of licensed material

and assure that such material is not migrating offsite.
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(f) A lack of independent initiative to define problems, analyze
conditions, propose solutions, and recommend actions, relying

instead on the NRC to do sol

It appears that both personnel and organizational weaknesses resulted in this
Licensee violating NRC regulations, not recognizing these violations until
pointed out by.the NRC, failing to properly inform workers of contaminated
liquids and allowing them to work in contaminated water on a continuing

basis, failing to independently and promptly respond to con£amination incidents
and the potential ground water contamination that may have resu]ted; and failing
to accurately and completely.inform the NRC of material facts in a prompt
manner. Therefore, the NRC staff concludes that such management failures rgise
serious ‘concerns as to the commitment and ability of the Licensee's management

to control licensed activities.

The staff has not been able to determine, however, whethe} the fundamental
causes of these failures can be attributed to: (1) defic%encies in the
organizational structure; (2) weaknesses in the management processes employed
at the site; (3) lack of proper experience, qua]ificationé, training, and
development of key site managers; or (4) all or some combihation of the above.
Therefore, the Commission requires further information frp@ the Licensee in
~order to determine whether there is reasonable assurance iéét the Licensee can

and will properly manage its activities in accordance with the Commission's
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régu]ations and'License No. SUB-1010. This information is also Aeeded in order
to determine whether the Licensee's application dated August 29, 1990, to renew
| the license pursuant to 10 CFR 40.43, should be granted. Pursuant to 10 CFR
-2.108(a), the Licensee's failure to respond to this Demand for Information

could result in denial of renewal of License No. SUB-1010.

Accordingly, pursuant to Sections 1lblc, 16lc, 182, and 186 of the Atomic

Energy Act of 1954, as amended, and the Commission's regulations in 10 CFR
40.31(b) and 10 CFR 40.71(b), in order for the Commission to determine whether
your license should be-modified, suspended, or revoked or other enforcement-
action taken to ensure compliance with NRC regulatory requirements, and whether
your license reﬁeﬁa] app]ication should be granted, the Licensee is required to
submit to the D}rector, Office of Enforcement, U.S. Nuclear Regulatory
Commission, Washington, D.C. 20555, the fo]lowing_infofmation, in writing and

under oath or affirmation:

A.. Within 5 days of the date of this Demand, provide the NRC Region IV'

Administrator with information, as an interim action to assure adequate
management controls, describing an oversight program the Licensee is
willing to put into place while management deficiencies and weaknesses in
-the permanent organization are being reme&ied. The oversight would need

to be provided by persons accéptable to the NRC Region IV Administrator

who have not been employed at the Sequoyah facility by SFC but are experienced
in the management of radiation and chemical safety and environmental protection

at regulated facilities similar to SFC.
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The oversight program should contain the elements itemized below:

1. The oversight program should provide additional assurance to the NRC
that NRC regulatory requirements are being satisfied during operation
of the facility. Based on the performance of the managemént of this
facility in response to the coﬁtamination events described earlier in
this document, the NRC believes that enhanced oversight at this facility
is needed to assure protection of public health and saféty and of the

environment.

2. A guidance document should be issued which identifies the purpose of
the oversight prograﬁ, the responsibilities of the personnel assigned i
to the program, reportind requirements, and the authority given to the
members of the oversight team to act where necessary to prevent personnel
error and to assure performance of activities in accordance with NRC
regulatory requirements. A copy of such duties and responsibilities is to
be provided to the NRC. At a minimum, the evaluators should report
observations of immediate safety significance to the Licensee's President
or his designee. Daily reports summarizing the activities of the oversight
group as well as addressing any identified operating practices that do not
appear to meet NRC regulatory requirements should be made to the President.
A weekly summary report along with a compilation of daily reports shall be

provided to the Region IV Administrator.
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3. Following the Licensee's review of the results of the independent
appraisal program referred to in Section B, the Licensee may seek to
terminate the oversight program. Written justification for the termination
should be provided to the Region IV Administrator, explaining the basis
for termination after considering the significance of any appraisal or

oversight findﬁngs in the area of plant operations.

If the Licensee believes that this oversight program should not be implemented,
the Licensee shall explain why this program is not necessary, or why an

alternate program may be more apbropriate.

é. Within 5 days of the date of this Demand, the Licensee shall inform the

" Region IV Administrator whether the Licensee is Qi111ng to submit, witﬁ%n
30 days of the date of this Demand, for review and approval, a plan for

an independent, written appraisal of site_énd corporate organizations and
activities that would develop recommendations, where necessary, for
1mbrovements in management controls and oversight to provide assurance that
personnel Q111 comply with regulatory requirements and site procedures.

The appraisal should be completed within 6 months of the NRC's approval of

the plan. The plan should include at least the elements itemized below:

1. A description of the appraisal program, the qualifications of the
appraisal team, a discussion of how the appraisal is to be conducted

~and documented, and a schedule with appropriate milestones.
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An independent organization retained by the Licensee to serve as the
appraisal team to evaluate the current organizational structure,
responsibilities, management controls, improvemeﬁt and upgrade programs,
staffing levels and staff competence, communications, the safety review
, process, training, quality assurance, and operating practices at the
Sequoyah Fuels site. The Licensee's programs for personnel motivation
should also be examined to determjne if produétion practices override

health and safety or environmental requirements.

A review by the appraisal team of the Licensee's management and supervisory
personnel including, but not 1imited to, the personnel identified in
Sections 11 through fV as well as a representative number of site working-
level persannel to determine their understanding of both regulatory and-

administrative requirements.

The apprai§a1 report should include the views of the independent
organization on the c#uses of the deficiencies referenced in Section 1l
through IV of the Demand and an evaluation of the adequacy of the current
and planned improvement and upgrade programs and managemen@ changes to
achieve lasting improvements in compliance with Commission requirements.
Past efforts to improve performance relating to site activities should be
reviewed 1nc1u§ing, but not limited to, the 1986 in;ident and the current
oversight group report. Becommendations should be made for procedural,
organizational, personnel, or other changes fo improve compliance with

Commission requirements.
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5. Periodic meetings should be provided between the outside organization
and the Licensee to alert the Licensee of potential safety and

" environmental issues that may need immediate correction.

6. The Licensee shall direct the independent organization to submit to the
Region IV Administrator a copy of the finé] appraisﬁl report within
30 days of the expiration of the 6-mopth appraisal period referenced above
at the same time they are sent to the Licensee or any of iis employees or
contractors. The appraisal report should be provided to4the President,

Sequoyah Fuels Corporation.

7. Prior notice shall be given to the Region.IV Administrator of any meeting
between the Licensee and the organization to discuss the results,

recommendations, or progress made on the appraisal.

8. In addition, the Licensee shall provide to the Region IV Administrator, within
30 days of the receipt of the final appraisal report, an analysis of each
'recommendition-by the appraisal team and the action to Ee taken in response-
" to each recommendation. The Licensee shall also provide at that time a
schedule for accomplishing these actions. Justification shall be provided

for any recommendation of the appraisal not adopted.

If the Licensee believes that this appraisal should not be cohducted, the
Licensee shall explain why this appraisal is not necessary, or why an

alternate appréisai may be more appropriate.
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The Regional Administrator, Region IV, may relax or terminate in writing any of

the provisions in Section V for good cause.

FOR THE NUCLEAR REGULATORY COMMISSION

- Safeguards
and Operations Snpport’ v ’

Dated at Rockville, Maryland,
this day of November 1990

»ca ’ meoe :»0 o8 ‘ST T+
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;' ' NUQL!AR REGULATORY COMMISSION
] WASHINGTON, D. €. 2018
.

Treed ' $EP 2 0 1050

Dockst Ho. 40-08027
Licanse Ho. SUB-1010
EA S0-162

Ruau Graves, Pragident
Sequayah Fusls Corporation
Sequayah Facility

[=40 and Highway 10

Gore, Oklahoma 74435

Gantlamen:
Subjsct: Ordar Modifying License

Enclosed 13 an Order Modifying-License requiring that Sequoyah Fuels
Corporation charactarize the sits, take actiuns to pravent further relsases
of contuminated water, and conduct appropriate monitoring of ground water,
The Order 1s based on concarns that uranium contaminated water seeping from
undernesth the main gmcu building may contaminats ground watsr and the
waviroiment in the plont's unrestricted ared. :

The issuance of this QOrder doss not preclude the NRC from considering end
taking snforcument actions for the contamination that led to the issuance of
this Ordar. In accordance with 10 CFR 2.790 of the NRC's *Rules of Practice,"
a copy of this lettor and the enclosed will be placed in the NRC's Public
Docusent Room, A

Sincaraly,

= 4
s N, Ttyl’ér
ﬁ;u Director for Opsrations

Enclosure: As stated
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. - UNITED STATES
NUCLEAR REGULATORY COMMISSION

In the Matter of Docket No. 40-08027
License No, SUB-1010

SEQUOYAH FUELS CORPORATION EA

Sequoyah Fecilifty

1-40 and Highway 10

Gore, Oklahoma 74435
ORDER MODIFYING LICENSE

Sequoyah Fuels cOrpa}ation (SFC or Licanseo) 1s the holder of Source
Material License No. SUB-1010 {ssued by the Nuclear Regulatory Commission
(NRC or Commission) pursuant to 10 CFR Part 40. The license authorizes

the Licensae to possess and use source rateria) for the purpose of refining
uranium frok uranfun ore concentrates and converting this uranium to
uranium hixanouridt (UFS).for'u:o by snrichment facilities. The license,
was most recently renewsd on September 20, 1985, and will expire on '
Septexber 30, 1990, and the licensee has submitted an application for timely

reneval,
11

On August 22, 1950, the Licensee notified the NRC that uranium
contaminated watsr had bean discovared sesping from under the solvent
extraction building into a nearby excavation. The excavation had been dup
around two hexane tanks in preparation for enclosing the tanks in a
concrate vault. The floor and walks of the vault had been installed and
the seepage was discovered in the soil ia the south and west sides of the

newly constructed vault..

DA R OIS Fep-
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By Tetter dated August 30, 1950, the Liconses committad to take the

following actions prior to the restart of the solvent extraction process:

i,

2.

3.

4,

SFC will provide NRC with sufficicnt information relating to assuring the
integrity of the floor and sump of the Solvent Extraction Building to
demonstrate that current operations are not contributing to the {nventory
of 1icansed material that may have seeped beneath the building,

SFC will complets such actions as are necessary to adequataly
characterize the quantity and location of the pockets of 1{censed
naterial under or arcund the Solvent Extraction Building.

SFC will 1dentify and check a1l potentfal pathways that could
contribute to nigration of Ticansed material away from tha Solvent .

Extraction Building.

SFC will proparly control and maintatin contaminated soil and water

resoved from the excavation north of the Solvent Extraction Building.

In addition, SFC committod that in the very near futurs, SFC will have an
independent party reviow SFC's entire response to this situntion. and a
written report of this roview and SFC's response to it will be made available
for NRC's review. In addition, further commitments establishing a temporary
oversight group, additional staff in the health, safety and environment
functions, and attention for organizational doficinncios; were made.

On Septesber 14, 1990, based on these commitments, the NRC approved SFC's

Eoa
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rustart of the solvent nxtractidn process. Subsequent to the above, on
Sobtanbir 14, 1990, SFC ftported another discovery of uranius-contaminated
water seeping from undor the Main Process Building within approximately
fifty (50) yards or less of an uhrtstrictod aroa. The Licensse cannot
assure the NRC that a1l migration pathways to the unrestrictad area are known

| or that the groundwater has not been contaminated throuﬁh scopigl under
or around the building, |

1884

Basod on the abova, the NRC 18 concerned that the grouhd watsr and |
" anvironment in the plant's unrestricted area could be contaninated with
uranfun contaminated water seeping from undsrnesth the main process
building or iti environs. Consequently, the public health and safety
require that the site be characterized, action be taken to prsvent
furthar relsssss of contaminated water, and lppropriafc monitoring of
ground water be conducted. Therefora, because of such concerns and
bacause of the nsed to have complets and accurate 1nfornntidn. License
SUB-1010 18 betng modified to require the Licenses to obtain fnformation
and develop charactarization studies regarding the seepage of uranium
contaninated water fron under the main process building and its environs,

rYoa& ' mRVv2E 180 0OE ‘02 'BO
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Accordingly, pursuant to sections 62, 161b, 161¢, 1611, 1610, 182 and 186 of
the Atomic Energy Act of 1954, as amended, and the Cormission's regulations
in 10 CFR 2,204, 10 CFR Part 20, and 10 CFR Part 40, IT IS HEREBY ORDERED,
THAT LICENSE NO. SUB-1010 IS MODIFIED AS FOLLOWS:

The Licensee shall within seven (7) ca1ondlr days from the effective
. date of this order: ‘

1. - Obtain sufficient {nformation to ensure the integrity of the
floor of the Haiﬁ Process Bui1diﬁg ahd repair tha floor as
necessary. Minimize process 1|quids_1n sumps and on floors.

' si&b all activiéins that 1ﬁt‘ntion§11y place 1iquids 1n sumps.
aéd on floori until the integrity of sunps and f1oors has been’
. ansured, '

2. Characterize the quantity (volume and activity) and location of
1icensed matorial under the Main Process Building floor and
outside the Main Process Building, and obtaining, as necessary,
soi1 borings and corings and digging intercept trenches to determine
the direction and extent of underground migration.

3. Tdentify a1l potential pathways for migration beneath and
bayond the Main Process Building, consfdering the effect of
building structures and utilities, the nature and extent of

- erter e caAM AR ‘A2 ‘&0



undarground shale and other formations, and construction
activitius that could have affected the integrity of ']

groundwatar barriers.

4. Examine present and past monitoring well dati for evidence of -
Ticensad material attributable to Main Process Building
activities, determining whether the present and past menitoring
well program has been adequate, in terms of well location,
depth, and sampling, to identify migration from the Main
Process Building, '

5. Determine whather 1icansed matarial is being or has been
ru]olsnd beyond the restricted area by nigratfon from the Main
Process Building. ' '

6. Develop & plan to {dentify and characterize other locations on
SFC property whare past or prassnt operstions could have
resulted in contzminating the environment.

The Regional Administrator, NRC Region 1Y, may, in writing, relsx or
terminats any of the above conditions upon demonstration by the Licensee

of good cause,

After reviewing the Liconiao’s response, the NRC will detarmine what
further action {8 necassary to ensure complfance with regulatory
requirenants.

804

Rvee :90 08 ‘02




The Licensee or any other person adversely affected by this Order n.y'

submit an answer to this Order or request & hearing on this Order within

20 days of the data of this Order. The answer shal) set forth the matters

of fact and law on which the Licensee or other person advarsely affected
relies and the reasons wnyithis Order should not have baen 1ssued. Any answer
f1led within 20 days of the date of this Order may include a request for a
huariﬁg. . |

Any answer or request for a hearing shall be subnittod to the Director,
0ffice of Enforcement, U.S. Nuclear Regulatory Commission, ATTN: Document
Control Desk, Washington, D.C. 20556. A copy shall be sent to the
Assistant General Counsael for Hearings and Enforcenent at the sime -
address, and to the Regional Administrator, USNRC Region IV, 611 Ryan

Plaza Drive, Suite 1060. Arlington, Texas 76011, and to the Licanses {f

the answar or hearing roquest is by a pcrshn other than the Licenses. 1If

‘a parson othar than the Licensse requasts a hearing, that psrson shall
:at'forth with partjculnrity the manner in which his or her interest is
adversely affectad by this Ordar and shall address the crit;rit set forth

in 10 CFR 2.714(d).

1? a hearing 48 requested by the Licenses or 2 person whose interest is
adversely affectad, the Commission wi1) 1ssue an Order designating the
tims and placs of any hesring. If & hearing 1s held, the dssus to be
considered at such hearing shall be whather this Order should be

sustatned.
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If no hesring is requested, this Order shall become effective upon the
Licensese's consent or upon expiration of the tims within which a hé:ring
may be requested.

FOR THE NUCLEAR REGULATORY COMMISSION

ty Exscutive Direc
or Nuclear Matsrials

. ety, Safeguards
and Oparations Support

Dated Rockville, Maryland .
this )? day of Septembor 1950
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sDAV!D BOREN R CHAIRMAN,
SELECT COMMITTEE OM INTELLIGENCE
OKLAHOMA,

MEMBER, COMMITTEE ON FINANCE
Russet BuiLoing ) CHAIRMAN, SUDCOMMITIEE ON
WasuinGTon, OZ 20510 '

(Enitzd 5t8t25 5mgtz ENEAGY AND AGRICULTURAL TAXATION -
621 NOATH RosinNson MEMBER, COMMITTEE ON AGRICULTURE,
OxLanoma City, OK 73102 NUTRITION, AND FORESTRY

440 South Houston WASHlNGTON' DC 205 10 ’ CHAIAMAN, SUBCOMMITTEE ON

Tuisa, OK 74127 AGRICULTURAL CREDIY

Municirar Bunowneg

MEMBER, COMMITTZE ON SMALL BUSINESS
SimmoLrt, OK 74863

——

November 28, 1990

Mxr. John C. Bradburne, Jr.
Director, Congressional Affairs
Nuclear Regulatory Commission
One White Flint North Building
11555 Rockville Pike

Rockville, MD 20852

Dear Mr. Bradburne:

Enclosed you will find a copy of correspondence I have

271 received from] ,

Because of my desire to be responsive to all inquiries and

communications, I will appreciate your consideration of this

material. Please direct yocur response to my office at 440 South
Houston, Suite 602, Tulsa, Oklahoma, 74127.

Thank you for your assistance in this matter.

With best regards,

Unlted States Senator
DLB/mc

Enclosure
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. SEN. DAVID BOREN
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UNlTEQ.SI'AT ,
NUCLEAR HEGULATORY COMMISSION

WASHlNGTON D, C.20865 .
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