UNTLO  STATES
NUCLEAR REGULATCORY COPM SSI ON
OFFI CE OF NUCLEAR REACTOR REGULATI ON
WASHI NGTON, D.C. 20555

July 19, 1991

NRC INFORMATION NOTICE NO. 8'-56, SUPPLEPENT 2: QUESTIONAELE CERTIFICATION
OF MATERIAL SUPPLIED TO THE
DEFENSE DEPAFTMENT BY NUCLEAP
SUPPLI ERS

Addr essees:

Al holders of operating licenses or construction permits for nuclear power
reactors.

Pur pose:

This information notice supplement is intended to alert dddressees of additional
information concerning a problemwth the certification of naterial furnished
by the Meredith Corporation, Pressure iessei Nuclear (P'X), of Hllside,

New Jersey, discussed in US. Nuclear Pegul atory Conmmission (NPC) Information
Notice (IN) 89-56 and | N 89-56, Supplenent I. It is expected that recipie'ts
will review the information for applicability to their facilities and cons:rer
actions, as appropriate, to avoid sinilar protles. However, suggest7ons
contained in this information notice do not constitute NPC requirenfenrs;
therefore, no specific action or witten response is required.

Description of Circunstances:

I'n NRC IN 89-56, the staff discussed a 27-count indictment rendered on

May 4, 1989, by a Newark Federal Grand Jury charging PVN and Alloy & Carbon
Steel Conpany Ircorporated (Ailoy) corporate officers with substitutinS
comnercial -grade steel for nmilitary-grade steel and fraudulently docunenting
the substitutions as neeting military specifications. The noticv indicated
that the NPC was interested inobtainir7g nformat;rn relevant to materi al
supplied to nuclear utilities or vendors ty FiN or Alloy in which discrepcacies
have been found. The fPC is aware that a nuirer of organi zatiors hade
independently tested PVN material. Some o the results of that testing
were made avai';:le in ipC IN89-56, Supplenent |. The frlCowing d:-j=s'or
provide; addit, oal information that has been made available to the
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NEWARK -- Into the seccnd day of their trid, three steel brokers
and a New Jersey corporation that they operated pleaded guilty to
conspi racy and raking false statements on test reports in
connection with supplying steel to contractors working for the
United States Navy in the construction and repair of fighting

vessels, U S. Attorney . MhaelChertoff announced.

Louis M kosh, 48, of Warren, Thomas Syns, 54. of North Brunsw ck,
and Hamilton Vazquez, 34, of Lincoln Park, New Jersey, and Al | oy
6 Carbon Steel, Inc. cf East Brunsw ck, pleaded guilty this
norni ng before U S. District Court .Jdge Harold A Ackerman,

Chertoff said.

P. kosn. and Sys admitted t= clarges cf federal conspiracy and
making fal se statements cn test repcrts in connection wit.h
supp.lyng steel to contractors working for the United States Navy

in the constr=ction an! repair of fighting vessels, Chertoff

sa;d.

.iks.., wrs eaeed @ity tz t..ree federal felony counts, faces
a mxi~um c¢ 15 years in feseral priso. 551303 in fines. Syss,
whs p;.eae G-ty t t-f ey ous-.-s, could receive a |G-year

prises ser.tene an! S;ii,; Il.r-es, Chertsff said.
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Vazquez, who admitted to a single charge of providing a false
statement in a test report, could be given a five-year prison

termand a S250,000 fine.

Alloy & Carbr. Steel, Inc., faces a mxium fine of $1 million.

Mikosh, Syms, Vazquez and Allsy Carbon & Steel are scheduled to
be sentenced Feb 13, 1991 at 5 AM. by Judge Ackerman, Chertoff

said.

Today's guilty pleas occurred afrer jury selection and a day

anc-a-half of tria testimcry.

The defendants, operating cut zf Hillside, were steel brokers who
routinely provided the U.S. N;ay and Navy contractors with
supposedly miiltary-specification steel to be used in the

constr.ctior. and repair of ships, c::irding to the Indictment.

The i..dictment goes on to allege that the defendants falsified
chemical and mechanical test reports for the steel to conceal the
fact that they were actually ae.lvering conmercial grade steel

i nstea: of the military speci;ication steel required.

Mikosr. ant Syms a'ditted bein- part «f the conspiracy which

al.ege'ly cegan imr. 1 ar. e-el ;n AJ7st of 1385 when the FB:
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and naval Investigative Service conducted a search of the

defendants' Hillside offices, Chertoff said.

Syms also specifically admitted preparing and sending false test
reports concerning steel delivered to the wavy through the Todd
Shipyards in San Francisco. The Government identified this steel

as having been used on the aircraft carrier U.SS. Carl Vinson.

While also admitting to his role in the Todd Shipyards delivery,
Kikosh also further admitted his role in the submission of false
tet reports in connection with the delivery of steel to
Charleston Naval Shipyards for use in the repair of various

vessels.

By his clea, Vazquez admitted his role in the submission of an
American Bureau of Shipping report in connection with steel

delivered to Precision Fabricators, Inc., which was engaged in
new construction of the carriers U S. S. Washington and U.S.S.

Lincoln in Norfolk, Virginia

Finally, Alloy and Carbon Steei, Inc. one of the firms operated

by the defendants, entered pleas concerning the delivery of false
certificates for four separate orders of steel to the Navy. The
Government identified this steei as being used on the U S.S. Carl

Vinsor., &l flsr the repair of vessels at Charl eston Naval

Shipyard.
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Chertoff stated that alleged co-conspirator WIlliam Lanza renains
on trial. Earlier, his brother Dean Lanza entered guilty pl eas

to two counts of the 32 count Indictnent, admitting his role in
the conspiracy and the delivery of false certifications for steel

to be used on the attack submarine U.S.S. Al bany.

An Indictrment is a formal charge made by a grand jury, a body of
16 to 23 citizens, Chertoff noted. Grand jury proceedings are
secret, and neither persons under investigation nor their
attorneys have the right to be present. A grand jury may vote an
Indictment if 12 or nore jurors find probable c-:se to believe

that the defendant has committed the crinme or crinmes char get .

Despite Indictment, every defendart is presuned innocent, unless
and until found guilty beyond a reasonabl e doubt followi ng a
trial at which the defendant has al of the trial rights

guaranteed by the U.S. Constitution and federal | aw.

Chertoff credited Special Agents of the Federal Bureau of

I nvestigation, under the direction of Gary L. Penrith, special
agent in charge of the FBI's Newark Civision and the Naval

I nvestigative Service's Pegiorna Fraud Unit, under the direction
of Scott Jacobs, special agent nrcharge, fer the investigative

work tat le. to In'dict.ret n: pleas n. Th.s case.
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The Governnent is being represented by Assistant U S. Attorneys
Terence P. Flynn, senior trial counsel, and Chery! G. Bader, of
the U.S. Attorney's Special Prosecutions Division in lewark.

-30
Defense Attorneys:

M KCSH: W Iiam Cagney, Esq., Iselin
SYMES: Jerone Ballarotto, Esg., Trenton
VAZQUEZ: Peter G lbreth, Esq., Morristown



| nformation
Noti ce No.

91-46

91-44

91-43

91-42

91-41

Supp. 2

91-42

LI ST OF RECENTLY

| SSUED

NRC | NFORMATI ON NOTI CES

Subj ect

Degradation of Energency
Di esel Generator Fuel Ql
Delivery Systems

Possi bl e Mal function of
Westi nghouse ARD, EFD, and
NBFD Rel ays, and A2GC DC
and DPC 25C Magnetic Con
tactors

| mproper Control of
Chemicals in Nucl ear Fuel
Fabrication

Recent I ncidents Involving
Rapid Increases in Primary
t o- Secondary Leak Pate

Pl ant Qutage Events

I nvol ving Poor Coordina
tion Between Operations
and Mai nt enance Personnel
During Valve Testing and
Mani pul ati ons

Potential Problems with
The Use of Freeze Seals

H gh Radiation Hazards
from Irradiated incore
Detectors and Cabl es

Cont am nati on of Non
radioactive Syster and
Fesulting Possibility for
Unnoni tored, Uncontroll ed
Pelease to the Environnent

¢l Jperdir.nj | itr'e

r r, retpl(r. 'Forr

Date of
i ssuance

C7/18/91

C'l1,'5/91

Cr/08/91

C7/55/91

06/ 27/ 91

Ce/27/91

06/25i/9

A6/ 19<, 7i
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| ssued to

Al holders of OLs or CPs
for nuclear power reactors.

All holders of QOLs or CPs
for nuclear power reactors.

Al nucl ear fuel

Al holders cf OL- or CPs
for pressurized-water
reactors (PFPs).

All holders of OLs or CPs

for nuclear power reactors.
Al holders of QOLs or CPs
for nuclear power reactors.

Al holders of OLs or CP
for nuclear power
research reactors, and
test reactors.

Al holder- of QOLs or CPs
for nuclear power

facilities.

reactors,

reactors.
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