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MR  MJURPER: It's now 10:25, March
3, 1987. This is an inter/iew of M. Richard
8 KeLly who is enployed by Stone & webster
Engi neer Lng Cor por ati on. The | ocation ot this
interview is the Stone & W bster Engi neering
Cor porati on headquarters at Cherry ill, New
Jersey. Present during the interview are*M.
Kelly, M. WIllia & Meserve, who is the
Stone | Wbster corporate -- acting as Stone 6
webster corporate attorney. Len *illi anson,
Larry Robi nson, Leo Norton, Mark Rei nhart and
Dan Mur phy. As agreed this is being

transcribed by a court reporter.

The subject matter of this interview

concerns TvA's March 20th, 1986 Letter to the
IRC, regarding their conpliance with 10 CFr
50, Appendi x B.

Mr. Kelly, would you please stand
and raise your right hand? Do you swear or
attirs the information you are about to gi ve
is the truth, the whole truth and not hi ng but
the truth, so help you God.

THR MITESS I do.

MR MURPHY: At this tine, M.

Meserve woul d like to make a statesent.



-. LoSivel d |i ke to state

for the record that ny name is WIIliam G.
Reser ve. £*m with the | aw firs of Ropes 6
Cray, in sestes. I am cousael for Stone
sebster tagi neering Corporation. I am not

here today *agaessel for or. Kelly
intividsally, but | as here at the reqaest of
the conpany, which M. Kelly is am officer,
with M. Kelly's concurrence.

l'"ve explained to M. Kelly that he
is entitled to his individual counsel and he
has indicated that he is content to go forward
W t hout his own counsel, but with *e sitting
in as counsel for the conpany.

Il will be here for the -- for the
next two or three days, however 1|ong these
proceedi ngs take, and | can say that | know
with M. Bouston, who | think will be here

| ater today, that the same agreenent prevails

and | believe it does with the other three
W t nesses, but will confire that at that
time. I night say that | have represented

Stone 6 Wbster Engi neering Corporation in a
variety of s*tters over the years and : as

here prisarily because tnis is a cauti ous



Kelly
conpany and they tike this matter seriously
and thought that it would be advi sable to have
counsel present, so they've asked me to
att end.
MR, . MNORPU Thank vyeu.
SBT II. NURPST:
IM. Kelly, would you please give us a
little bit about your educati onal a
enpl oynent experi ence, with soes enphasis on
your nuclear quaity assur ance experience?
A I an a graduate of WMassachusetts
Institute of Technology in 1956. B. 5.
Engi neeri ng and Managenent. That's the
subj ect . That's not the specific title of the
1 degr ee. The -- ny experience was with -- as a
Isales engi neer with |Ingersoll-Rand for a year,
at which tinme | noved to Bethl ehem Steel
Cor poration and becane involved in nucl ear
power as a producti on engi neer in 1958.
I left them for about a year, but
was more or less unbroken .n that capacity at
ethlehem Steel wuntil they sold the facility
to General Dynamics and | scayed in the same
basic capacity with General Dynamics until the

m d-' 60" s. I then becane involved in other
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Kelly
shipbuilding-related gctjvities, financial
pl anni ng, performance. Beasurenment »  things oC
that nature until 74, at which time | joined

Stone 5 nebster nggi neeri ng Cor porati on gnd

entered into nmy first direct responsi bilities
in quality assurance and | have been
essentially in the qudity assurance fjeld
conti nuousLy sjnce ' 74. Some snal |

assignsents outside of that tfield, but 4ill
in the nuclear field.
Thank vyou.

As we nentioned earlier, the office
of investigation has peen asked to | ook i nto
how the March 20t h, 1986 TVA response to the
NRC was prepared, some of the probl enms t hat
have been encountered, gnd just the gener al
background of  how that |etter cane jinto
being.

If you would, could you relate to us
your role in the preparation of that | etter,
in addition to your role in preparation of the
letter, what know edge or participation ygy
had in the preparation of the technical
reviews py the TVA |ine or gani zati on, \hich

were in response to the NSR S, Nucl ear Safety
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Reserve staff's el even percepti ons, that the
Craig Lundin review that was conducted and has
been identified, | pelieve, as an i ndependent
review of the situation, the report, the

systemati ¢ anal ysis that was done by a group

of individuals under the direction of Mr.
lace, we believe, and also your know edge of
a -- an analysis that was done pr obably under

a small group led by M. Wiite in the Cct ober ,
Novenber, 1965 tine trane. Do it, if you

woul d, obviously as best you can recall , in
that chronol ogy of events, as you saw them

A Al right. First event was a small
review of the TVA nucl ear program done by a

group of people, sonme Stone & Webster and socne

outside personnel, |ed by Steve Wite. r
believe that Bill Megner from Beta was
associated with that. The Stone & Wbster

people were drawn from vari ous di sci pl i nes,
construction, engineering, quality assurance.
Prior to the initiation of that
event we held a small neeting, which |
participated in, to sore or |ess pl an how we
woul d review what was going on in the TVA

syst es. That was sy only direct parti:i pationr
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in that review. although | did sit in on &

prelimnary results neeting at the conclusion

of their efforts, some three four weeks

Lat er.

1 attached one of ny key people to

that effort and he participated in that

revi ew. . Follow by the name or Bob Burns.- |

don't believe there was any formal report
jwritten of that, although there was a report,

verbal report, rendered at the conclusion of

it, and it indicated a nunber of weaknesses

through the TWA system Some in nmanagenent,

sone in the integration of their efforts. r
It participate in the presentation of. that

to TIVA, although | heard that it had been

9r esent ed. That's, basically, all r know of
that first effort in Novenber, Decenber.
I S Ny next involvenent with the TVA

system cane after Steve Wite reported for
work - he had been requested to assune the
manager of nuclear power role by the TVA Board
of Directors, and he sarted that job early
January of 1986. Sonmet hi ng around the 10th.
7th  or COth. Sonmewhere in that :angn.

Almost immediately after he went
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down there, and he had with him on reporting
time, Larry WMace, Ed Siskin, and walt
Sul li van. Larry Mace called ne as the Stone a
Webster director of qual ity assurance and
asked nme to conme down and consult with then

about some of the things that t hey were

they had to get initiated. Sone of the
begi nning *obilization efforts. So, | did go
down. | beliove it was January 13th. Just

about that time

| spent the first couple of days
wor ki Nng on structuring the systemati ¢ anal ysi v
In conjunction with John Kirkebo and Jim
Houst on. Wiat we were attenpting to do was to
provi de sonme focus by the anal ysi s of the
previous year to year and a hal f's worth of
work and | think we cited sonet hi Ng about
si xteen nonths of past activities, pr ecedi ng
1 January S86.

W devel oped a net hodol ogy to take
information generated by all outside agenci es
that we were able to identify, catal og them
and try and determi ne jf they -- there was any
underlying pa O'g*4 or root cause tha was

evident from that anayss To do that we
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took the NRC inspection reports, SALP reports,
Systemati c anal ysis of Licensing Perfornmance
reports from the AM, which was Hartford Ste&m
Bailer, INFO there was a couple of others
that wer* finished and | think we tried to
i nclude any outside agent that had done an
i nspection or audit and cane -- and determnm ned
the exi stence of any problens.

W took them as raw input. We did
not attenpt to determne the validity of the
finding or problens identified in those
reports, nor dil we attenpt to determ ne what
corrective or prev'ntive action was taken or
if the ite* had been conpl et ed. we were just
taking the raw NRC data and other agencies’
data and catal oging it. That was done
primarily when we started it to provide focus
for the white team to prepare the recovery
plan, which was to be representative of the
TVa Volunme | recovery plan. That report was

subsequently issued under a covering note from

Ki rkebo, over ny objection, because | felt it
was i nappropriate utilization of the
information to issue it as a report, since w

could not attest to the validity of the
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original findings, nor did we att enpt to
determ ne if corrective preventive action had
been acconplished on each of those. But, tor
the purpose it was constructed it was uset uL
in structuring the recovery pr ogr am

That was the first week, week and a

halt, and to that effort | added a nunber of
people from ny staff. After we had deterai ned
the et hodol ogy | assi gned peopl e from ny

stafe to go and assenble the infornmation.
One of those people was Crai g Landin
and he -- he reported down there for t hat
effort the second week, which was about t he
16th -- I5th or 16th of Januar Y. he ni ght
even have been there the week before that, but
My recollection is the second week he showed
up. Uhen he showed up down there the Appendi x
3 issue had been presented to Lar ry Mace as an
i ssue. The letter from M. Denton to TVA,
dated, | think, January 3rd was on the t abl e,
had been identified to Steve Wiite and Larry
Mace, who was acting as his administrative
ai d. Larry asked ne if | had sonebody tht
could look at the .fsues Involved in t hat

letter. So, I lToaned his Craig Lundin tc do
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t hat . That's how Craig Lundin becane invol ved
in that effort early on.
He took those -- the WSRS

Perceptions that were attached to the January
3rd letter, went to Matts Bar to determ ne
what, if anything, was being done about then.
Be found that there were a nunber of people
wor ki ng on defining the scope of each of those
i ssues, and determ ni ng what had al ready been
done and what e? needed to be done. He was
involved in that ror a couple of weeks worKki ng
directly With Nace and | had sini sal

i nvol vemrent in that individual effort , until a
little later in January, when Walt Sullivan
asked nme to conme to a neeting and see it |
could give thea an opinion on the seriousness
of the Appendix B related issues. So, | did.

' went to a a*eting and found in the

nmeeting *alt Sullivan, Doug Ni chols, who was
attorney for TVA, and Bob Nullin, who was t he
manager of quality assurance -- oper ati ons

qual ity assurance was one piece of the quality
assurance organi zation for TVA. Mullin -
this was abot 9:00 o'c.o ck iwornnhe

one sorning, and Millin had in his possessg.:
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things that ..s had been wor ki Nng on the

P7-1viouV day ah al | t »i ght . He | ooked 1

little ble*ry-eyed, pecause he had worked al |

th*.ough -he night to produce some packages at
i nLormati on, white papers, which cont ai ned as
much of the factual i nformati on surroundi ng

each of those el even percepy ions as t hey were
abl e tt -" 11 together.

He had two documents for each, one
was a little writeup by MSRS, one was a
wi.e-u, by the I|line or gani zati on, which may
have ' cl uded QA, constructi on, engi neeri ng,
wunever was -- had the know edge, descri bi ng
t h*  backgroun. and facts around those issues.
At that neeting he had, I believe, ei ght
finished drafts of -- eight issues in finished
draft, one that was half t yped and one that
was pencil witten and there was anot her one
or twi - one that was i nconplete at that

Lpoi nt.

el |, I spent the next two , hours or
SO Listeling to his describe what the isues
were, what the background was, and r eadi ng
t hose dac 3ments, anJ reached a prelimnary

concl usi on with t hat much information that I
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didn't see any bell-ri nger* in that package of
i ntor mati on. I saw probLens that | -- that
were described that | ooked |ike t hey had been

the subj ect of non-conforaances docunent ed and
sonebody was working on them I saw sone
issues that | felt were w thout nerit. A
nunber of i ndividual ones that | felt, |if
true, they had no significant peani ng. Anobng
those would be things 1like the qual ity
assurance organi zation's jndependence or the
traceability jssue on conduit hanger s.

ny concl usi on, | ooki ng at them was
I had seen those kind of issues before. itf
all the facts presented by WSRS are true, it's
a to what. Does not represent a nmmjor
pr obl em i found a few issues that were
| ooked like they had sone substance to them
that were -- I had inconplete information in
t he package. I couldn't pmake a judgnent.
But , I didn't see any nmjor tragedy about to
happen. It 1 ooked |ike the normal thi ngs t hat

1 would have expected to see in a pl ant t hat

was started in the late '60's or earl y 170's
ani had been working for fifteen year s. W .h
the changes in requka.l.on omd inter pretati ons,

(.4*-
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I didn't see anything in there that sur pri sed

me.
So, that was ny tirst involvenent

and | indicated that | didn't see any

bell-ringers in that neeting to Sullivan and

to NMullin and to Doug Nichol s. But, that they

had to finish up the information and make sure
that the facts that they presented were
verified, had sone basis, in tact.
I also reconnended that sonebody
el se should, beside the I|ine or gani zat i on,
ought tc look at those Wite papers to see id
the information was properly presented. | had
no basis for formng a judgnent, whether whtir
I was reading was tact or conplete or it it
was accur at e. I just didn't have any basis.
I had had no -- to that point | had had no
contact with the TVA QA organization at all.
So, | made that recomendati on and a
few days later was asked it | could provi de a
group of people to go and test this. |
selected from my quality assurance *taff, with
one construction fellow from Stone 6 Wbster,

A group of people who had experience in the

25 areas of (hese A ssues, that had worked in tee
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recently. Al had worked on nucl ear plants or
were currently wording on nuclear plants. AL|
had specific ex;erience in one or nore of

t hese jssues at ot her plants, and each of whom
I had a cdibration on that it they told ne
3s00thing, | knew then well enough to know
that | was not suffering from a lack of
comaunicatton. They wvould -- | could

interpret what t hey told m-.

So, | sdected, X think it was about
si X peopl e. Larry Mace asked ne to get them
in  there. I did and sent them out under the
direction of Lundin. They went out and into
t he field and looked at Whitse apers th4t were
available, the actual practices jn tmn field,
how pecple were controlling materials, or welc
wire, ho, thLe yrograss were working. They
rpent a i tei over a week, | think, dping
that. About & week. They finished that
& asignment and | sent thte hose.

T"ey had been through their atteriai
wfth Lundir who dent through it with me, and
t hey basicaly substantiated what was in the
W.ite pa ers : have read. That they were

generally reflective of the actual gtuaion
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in the field, L,,ty ~Aidn't find any conditions
which Shculd ha*e aeen non-contorma  eda that
had not been. The und some weaknesset in
the way Tva did business, but nothing .n*t was
really out of the ordinary. Thi ngs that had
not evol ved or progressed with the indtyitry,
as nost of the plants ny people had been
coming from had progressed.

So, on ttat basis | restated ny
opi nion that we did not have any nmafor
bel |l -ri ngers, but we did have a lot of work to

do and stated that to Mace and say even havt

stated it to White. li& not sure.

That was over tne period, tht lirst
couple of weeks of February. About the 17th
ouf Februa:-y Wh te was inte*viewing people Cor
v.rious anagesent positi ons within TVA, loan
pr naogqvrs positons ir. engineering and

c:-nstr, cti<ou, (A and other places.

ILngcrtr.nateiy, | happened to have dinner with
him one right aid he selected s: o r-n the OQA
or gani zati or, . | didn't have 'n .t rview, |

did 'Ct 4olunteer and | didn't want i, but

44raed to take it

So, sy involvement ir the Appendix b
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Isx - Lbcame rather di at that point,
b-ca se* at th .t pont Il "c h.d to ak.e e
that the information tht: as pro .dtd wa

complete and totally wuccurite.

lou, in the proz»-tA of Lunl,
involvement Erosa id-Jaruzt; thruugh tr.d
of February there were everrtl drattti of
responses cc that Iletter, and several ver- io.s
oa these ;hitte papers. sa@g¢, not several
ver si ons S v ra revisio.s. The basic
content of the hlite paper didn't change very
such Croa t.le day | '"irst saw it until t he day
it was sent with the Iletter, but there were
revisions, a whole series of revisions alcnr,
the way where there were ambiquities in it in
any one of the attachmecnts or there was # -
they were not clear or there were obvi ous
trails that had not been followed out to Rafe
sure that we knew all the facts t hat were
available.

So, they were revisd to enhance
them to add information. They were dso
.evised to incorporate later input from the
NSRS because all this ti e SN5SRS  was  revis.'";

their original input documents, and they

r 1 -
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conti nued for sone tinme after March 20th, .s
Batter of fact. Anongst the things that they
di d, t hey went and cataogued, by enpl oyee
concer ned nuaber, the concerns they felt
supported their position. The NSRS position.
Each one of those had to be | ooked at by the
line organi sati on and tested. Those were
revisr-d up until March 20t h.

A~ & said, there were revisions of
the transoittal Letter, several revisions
al ong the way. A couple of them got «close to
be *igned out, but were del ayed because of
ot her i nputs.

During this period of February,
Mar ch, there were two reports issued by OT:.
believe, it say have roae out under USr
letterhead, but they were steas ing out of the
eapl oyee concern ef:.rt, one on Matts Bar
concrete Aisd one on Irench - what we cdl
Trench B Those reports were not part ?. the
ori gi nal el even NSRS contentions, but were
rouewhat simlar in nature.

We felt we had to at | east examnm ne
those and see iif there was -- if t hey

i ntroduced any chanqes in the information we

a
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had in our analysis of the el even i ssues,
because in each 4.ase they indicaced a
non-conpliance to Appendix R so we wanted to
know whether, in fact, they did represent a
non-conpliance to Appendi x 8 before the March

20th letter was sent.

The reports on those two issues -were
finalized sonetinme later, but by March 20th we
had a reasonable feel for what was involved in
it. The actual Iletter and the attachnents
were reviewed by nuaerous people along the
way, virtually everybody got a chance to
rewite the letter, and it was rewitten and
changed sw stantially along the way.

Finally, on March the 19th or 20th
we had what we considered enough information.
W had chased out nobst of the threads on the
el even issues, Wiite had spent dpys
questi oni no people, primari.y b< ft and
Houst on, about what sone of these things
meant, what was normal practice, what was
expected in a plant that was ten years old,
had the practices and procedures in the
i ndustry changed from '72 to '84, what did

pronpt nmean, what did the regul ations say. He
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had lote and lota at questi ons. He went
thcr.gh every one of those attachnents and :he
letter word by word several tines.
W had a -- as | say, about the 19th
or 20th, we had a final review of it wth

nysel f, Kermt Mitt, who was the head of NSRS

at the tine, Dick Gidl ey, li censi ng, Wgner,
Bill nmegner from Beta, and Wite, and Wite
read the letter and said, it noboly has any
problens, we'll send it

So, each of the TVA people or | oaned
managers to TVA, which excluded Wagner, but it
was nyself, Gidley, Kermt Witt, signed a -
stanped off or signed off on the letter saying
it was as good as we can as.e it, and it was
si gned and sent.

As a matter of cac
hand-deli vered it to Masri r7c -, o, the NRC
otfflce on Friday, whatevr the date was, t he
20th or the 21st. John Kirkebo aad | took it
up. We took it wup primarily so that if there
were any dquestions by the people that received
it, they wanted to read it and ask any
gquestions, we were prepared to answer them

| sight interject one other



Kelly
conment . From what | just told you it sounded
like we were working diligently and al nost
full tinme on the Appendix b issue. Such was
not the ease. Bet ween ny assum ng the

position of director of QA on the 17th of

February and March the 20th, | had reorgani &d

the entire TVA QA organi zati or. | had

interviewed nobst all the key players within
jthe TVA system I had reorgani zed the

i ndi vi dual departments and assi gnments. |  had

started the revision to their QA program |
had gone through the procedural system and
det erm ned what changes were required. Ther e

were lots and lots of things going on.

So, it wasn't full tinme devotion to
the Appendi x B. It was a little bit of tine
each week wuntil we finally got to the poi nt
where we thought we could send it. Ther e had

al so been hearings before conmi ssioners, which
took two or three days out of our activities

while we prepared Dean, Uaters and Wite, and
the other people who had to present materi al.

It was a busy tine.

BY MR. W .':: ANSON;

0. Let nme ask you. (/g Keliy, going bazx vy.
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Noveaber, 1985, when there was a nanagenent
assessanent, | guess it was called, by Stone &
Webst er personnel . You were briefed by Mr.
Burns as to the results of this assessnent?
a. To a small ext ent . | sat through a -
guess an inforamal briefing when they were
trying to organise -- the whole team was
trying to organise its thoughts prior to
presenting them to TVA Board of Directors.
Q Do you recall the results of the -- this
managenent assessnent ?
A I think | said they found Ilots of
weaknesses. They found -- tard to think of
the right word -- highly segnented
organi zati onal structures, where parties wth
the sane basic interest were approaching
problens differently or in a counterproductive
way .

Tou have to renenber that that
nmanagenent review that was done in a coupl e of
weeks enconpassed four nuclear plant sites and
two offices, by eight or nine people. It was
done nostly by interview ng people within the

TVA system They real y. did not see anyt".;

of the actud pr act ;€S. Al l t hey were

~|
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getting was hearsay.
a. Do you recall who conmmi ssioned g

aut hori zed that review?

K. Vell, for Stone G Webster, the one

that -- the person who was initiated was Bill
Hat t on.

Q. Was this a request of TVA?

a. It started out as -- sonetine before

November, started out as Stone & Webster and
other people that we were deali Nng wth 1 ooking
at the things in Nucl eonics \Wek and |nside
NRC and just seeing reports of problens ater
problem coming out of TV& and conments made
that we had heard from all sorts of sources
about how bad the nucl ear I ndustry was.

Qur interest was twofold. One, our
business was largely |nvolved in nucl ear power
and we didn't think nuclear power was as bad
as people were accusing it of. Secondly, we
were in the business of selling engineering
and construction services and per haps we coul d
hel p then. So, we went in there initially
voluntarily, volunteered py Matson, to see |f
we could help them focus their activities -3

better solve their problens.
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1 f Sonmetinme during the period of
Novenber, Decenber, the focuS shifted a littLe
|b|t Crom just offering then Bonme outside free
consulting, which we later found out you
couldn't do, you canot ofter free consulting
to a government agency, to offering to help
t hem nlow, that took some funny twists, tc)
the point where Steve Wite ended up as
manager of nuclear power. That was never
envi sioned when we started that effort in
Novenber .
Q. You mentioned that upon conpletion of
this assessnent there was a verbal bri efing
provided to TVA Do you recall who was

briefed? You mentioned the Board, you

t hought .
fA r-think it was - I'"'m hearsay on this,
because | wasn't a player, but Irbelieve it

was given to Parris, who was then the manager,
and subsequent to briefing his, t hey went on
and briefed the Board.

Q. You raised the question or made a
statenent that you didn' concur with the
issuance of the systematic anallysis ef

identified issues. W call it th'e Me: e
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report. I"'m not sure where we Came up with

t hat nane, but

A. He chart,*d it.

Q. So, this was by Nr. Kirkebo and | think

it had twenty-two or twenty-three expert# in
different fields that went out and did this
analysis of critical i ssues and concerns, -|

think is what they said.

A. Right.
Q. Were you apprised -- were you routinely
bri efed on resuts of this analLysis, as it was

bei ng conduct ed?

A Il did part oa it.

0.. You were involved in part of it?

A I set up with John Kirkebo the

cat al ogi ng system we used. I set up the

review system with one of ny peopl e, so we
could make oure we got all the docunents.

did the second review on a |arge nunber, not
maj ority, but a large nunber of the docunents
which fed into that, so |I'm thoroughly
familiar with the process and that's why |
reconmended that we should not put it out in
writing, be-ause other than for the pur pose

which we started out to serve, that was to
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| focus the recovery effort, the - any ot her
use ot that information was, in my estinmatton,
was, and is invalid.
4 1 know how it was done. | know how
we catal ogued things, how we put a |abel on
6 them and it was best judgnent based on

experience, without actually seeing anyt hi n-,

but the text of the NBC report. | ove seen NBC
reports that are atrocious. |'ve seen sone
good ones. |'ve seen sonewhere, | know, all.
the facts involved in tI'N issue, and if | read
12the report, those issues, | could never have
concluded what the actual facts were. r had
all that experience going in and | said, j ust

taking this as raw data, presuming it's true
and factual and a hundred percent accurate, id
i nval i d. And then using that to reach a
profound conclusion about the entire TVA
system is not correct. Not the proper way of
doing it.

it is wuseful information, but it's
potentially very nisleading and potentially
very danmaging and unfair. So, that's why |
recommended we not put it out in writing. My

vote didn't count, obviously, because it was
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I ssued.

Q In that report, and you certainly have
access to it here, there are a nunber of

i ssues that were highlighted. One being the

| ack at managenent direction control and

i nvol venent, lack of quality assurance
overvi ew, inadequacy oE problem evaluation and
corrective actions, lack of tineliness and

responsi veness to identify problens.

Alnmost -- at least the first ten or so of

si xteen are quality assurance related areas,
sonet hing that you had sone experience in.

A That's right..

Q Did you see these -- the results that
were reached as being m sl eadi ng? You had

revi ewed an inordi nate anount of

docunentation, if |1'm not nistaken, to cone to
t hese concl usi ons. Did you think that any of

this information was m sleading or not valid?

You had, | think, sone eight hundred
docunents -- that nunber keeps coni ng up.
A Seven ninety-nine or eight hundred.

It's around there.

Q A lot of docunentation was reviewed s

order to roach these concl usi ons.
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A. Yes. I could al nbst have witten those

concl usions w thout reviewi ng a si ngl e one of

t hose docunents, because | know what the
docunents -- what the topics of the docunents
ar e. The | argest single groupi ng of docunents

were URC inspection reports and subsequent NRC
foll owup on those. Therefore, ninety percent
or nore of the issues contained are going to
be focused on quality assurance. They are all
going to be negative, because there are no
positives ever in an NRC report. They wll be
focused on the normal things that fall out of

NUC i nspection nodules, which are ained at the

time or - the phase of project through which
the Watts Bar program was going or any -- this
wasn't just Watts Bar. This was everyt hing.

Sequoyah and Hel efonte and Browns Ferry, so |
could pretty such guess what -- if | |ooked at
ei ght hundred NRC reports or seven hundred MC
reports, the general contoxt of the
conclusions that you could dz..w from it.

Coul d have done that -- this was a test to see
it NRC was doing its job properly, and they
lid, They plcked up everythin7.

Q. Many of these issues seened all ost
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apparent to -
MR,  RElI NnHAR: Il really m ssed the
answer there. Did you say they were or they

were not nmni sl eadi ng?

THE W TEBSSt | said they were
m sl eadi ng, as put together in the report,
because we did not nmke a judgnent as to the
validity of any single one of then on which
t hose generalizati ons were based. tou know,
if twenty-five percent or if one signi fi cant
i ssue was inproperly portrayed in the ORC
report it mght have had an inpact on the
concl usi on. We  didn't test it to see if it
was valid or not. we assuned that the |IRC
wrote it, therefore, there nust be a basis for
it. At | east as perceived by the nNC That's
important to the recovery effort, becaust the
MRC is involved in accepting the recovery
pr ogram

MR,  RBII ARTS ell, based on that
assunption, that things were true, would you
say the results were m sleading or not
m sl eadi ng, if everything in the reports was
true?

THK W TNESS: Do you want to try
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NR. RELNbART: Okay. eou sad t hat
they could have been miseading based on tne
fact t hat you weren't sure if the reports were
accur at e. Bhat *' sasking is, it the reports
were accu.ate, it that assumption was vali d,
or we dont put in that as a gudifter, could
we say the realts are sisleading or not

mi sleading?

TBE NI TNBSS: I'd have to re-read
it, but, generdly speaking, | think we -- we
sade the best ef fort possble to labe each
identified problem. The labds bei ng such
things as failure to follow a procedure. Ysu
read a paragraph and then you -- dfter reading
it, you look a It and say, t hat tels ae they
were having a probles or failed to foll ow the
pr ocedur e. So, that's the | abel. and the
second label we put on that is its quality
assurance activities, so we put three or four
labels on it, fed it into our conputer, and it
kicked out -- kicked back to as jus what we
put into it.

(Pw, was that ;4dggent valid? W

read a docusent, the best judg- ent we coual



10

11

12

13

L4

15

16

17

20

21

22

23

24

25

bring to bear on it

t hen assenbl ed it t*1

necessarily sonething on which |

my life oo sake a large bet. It was usetul
Lor the pur pose we were -- we darted out to
apply it That is, to hel p us prepae Volume
1 of the recovery program By itself, it's a
usel ess docunent, because | have to know - £
‘have to know the accuracy of the problems

identified. I have to know the corrective
actions t hat were i nvol ved. I have to know
t he extent oe the cendition.

Many cases there was a single
isolateS ites, a bad weld, that was in the Mac
report, and the required acti on was for TVA tc
go and i nspect more of thee. IL it was a bad
weld, | don't have a big pr obl em with t hat .
IL they found hundreds of t hee, I eight have a

, big pr obl em with t hat . | didnt have t hat

information.

MR. *EtKNABT: Let me tdl you what
I think you characterized it, then. The
people that did the ;ob did a competent ;ot
Dasel si w *hat ey h& t3 work with, ut'  ttre
was fo:3zw--p reqH; red t3  ra&kly s*Ost -1 a;

was used to

usetul.

31

|abel it.
It's not

would st ake
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or not that eftort?

THE WITNESS: No. There wasn't
foll owup required, because the NRC had
ol | owed up. TVA had foll owed up as each one

of these issues has been generated over the

previ ous si xteen nonths. NRC i nspectors had
f ol |l owed up. So, the item the subject that
we picked up, had -- each one had been

i ndi vidually handled and resol ved,
theoretically to the satisfaction of the NRC
i Nnspector, or was in the process of wor ki ng.
If we had intended to issue this report as a
treati se on problens and managenent
initiatives within the TVA system then we
woul d have had to go get the rest of the
story. W would have had to see what TVA dd

about the problem it what they did was

pr oper, it they did resolve the problens, et
cet er a. There were lots of things we could do
to foll ow up, but we didn't. They were not

NRC catal ogued to do it at that point.
BT MR W LLI AMSCO

Q So, this was basically a paperwork
revi ew

A 6ne nurdred per:ent paperwork



10

11

12

13

L4

15

16

17

18

19

20

21

22

23

24

25

Kel ly

Q. Then, can | assune that the review by
Lundi n was, in part, to validate sone of the
findings tnat you -- sone of the concl usi ona

that you case to in the systenatic anal ysi s
report? You didn't -- there was no effort by
the -- in the Mace report to validate these
concl usi ons?

A That's right, there was no effort.

Q. By physically or visually verifying

har dwar e?

A There was no effort to validate them
that is right. The Lundin report was not done
or the Lundin effort was not done to validate
t hose fi ndi ngs. The Lundin etfort Oocused on
el even specific issues ra&sed by the OSRS and
was only involved in those particul ar areas at
Matts Bar. It was |limted to Watts Bar. Most
of these issues were at Sequoyah or a good

nunber of them were at Sequoyah and Browns

Ferry. Me never Looked at those two plants at
t hat poi nt. Nor did we cover nobst of the
itens. He didn't |ook at the nanagenent

practi ces. Me's | ooking at construction and
engi neeri ng cantro: s and the QA inspeics n

t hose activities. So, they were totally
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separ at ed.

The results that you had beer privy to
or the conclusions that you had arrived at.
did you briet M. Wegner or nr. \Wiite on the
results of your systenatic analysis?

A no, | did not. I think | did offer ny
consent that it should not have been
publ i shed. It should not be published. I
told then that up front and they wanted it
anyway.

MR MORTON: To whom did you offer

this coasent?

THE W TNESS: | believe to Steve
Whi t e. Certainly my opinion was known. This
was -- | don't reeanber the date, but | think
it's before | took over as -

BY MR W LLI MASCQuUN

Q. February 14th?

A Yes. Before | took over as a line
manager .

Q. One other question here. right now

nenti oned tha at this tinme that M. Wite
canme on. | think, January the 13th, and you
sent. | ned Nr. White's teas at that t.ie. -

3- p232se t hat teas, -Z you recall?
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A TYea -- well, nore or |ess.
Q Ckay.
A G ve you the nobre or | ess. It was Ed

Siskin and Walt Sullivan Crow Stone &
Webst er. Bill Wegner, Bill Bass, and Bob

Brodsky fros Beta, and Henry Stone Crom GE.

That was the -- his team Mace was -- that
was a team of his principal advisors. Mace
was his adm nistrative aid, | think in that
capaci ty. So, Mace was on the team but he
had full-tinme duties.

Q You were with -

A I was a consultant.

u. Consultant at that tine?

A ki ght .

Q Okay.

A I1'"ve tal ked about my consultant - for

instance, this review that was done by the

people | sent to test -- to calibrate the
information | was getting. I did not have
report witten by all those peopl e.

Prisarily, because | was trying to form a

j udgnent , myself. I was a consultant. I was

trying to test the waters to see ,r what

to de ., with was reasonably reliab.e, at a
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cali brati on process. I regret that at this
point | didn't have a Cull-blown report. ie |
had -- if I knew all of this was going on |
woul d have witten a report on it.
Q. Was that the *efort by M. Lundi n?
A. Yes.
Q. Did he discuss t he results of that w th
you?
A Yes, he di d.
Q He adso provi ded a letter to M. Mason?
A ni ght.
Q. Did you -
A I saw that Iletter before it went to
Mason.

MR REI NHARTt What did you think
about the letter?

THE wITNISSt I don't really
recal | . It was fairly bland, I t hought.

MR. REI NHART: Yes, it was, but were
you -

THE W TNESS: That's what | think
told hie to do.

MR. R 10MVART: Were you for it.
a;i A nst Did you think it should hav! i eev
witten' Shoul d nt Niave Been written'
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THE ™M Tl ESSt That

MR. NORTONt

very bl and?

THE ™M TNESS.

begin w th,

week,

assessnent

of

goi ng

t hese ar eas

and a | ot of

get

of

sonet hi ng on the

WwWhy ?

St one & Webst er

t hrough and

things in

enconpass a |

hi st ory. I was

ny own calibration on wh

getting a reasonable story.

identity every weakness or
every acti on

pr ogr as.

etffort.

necessarily

this matter,

sone --

did not

to do that

servi ces on

dWn t feel

an

ofti ci al

That

di dn' t

to be

caie

required to str

| ate: -.

one, |

record.

Wy do you say

Because,

was com ng

| arge ar eas.

t

to

n

37

t hought

we

was

n

a

trying to make a broad

Each one

ot of activities
trying just to
et her | was
VWAsn' t tryLng

engt hen the

every problem or

to

This was a quick

want Stone 6 Webster

taking a f

because we were

have a

t

job and

ask, ot her

to provid

the Appendi x 9 i

t hat

St one

wanted to

& Webst er

or enmual

posi ti on

in

just furnishing

a help and assi stance at that

t han specificalk vy

poi nt .

e sone consulting

ssue. So,
go on

posi ti.¢cn

V.

reonr

t

W. Ir.
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such effort.

MR. NORTON: Because there wasn't
enough effort expended to support such a

posi ti on?

THE MITNESSt wWell, we were | ooking
at a very snmmll sanple, one plant only, and
trying to generalize it. And, in truth, the

people cane up with a nunber of wtaknesses.

Things that they would not have done the way
that they saw, but they were adequate. I
wMould not have all owed sone of the things to
be done the way they were being done, if s had

run the show, but that didn't nmake them

wrong.
For i nstance, I would - Il was not

in favor of the organization for QA I found

it to be difficult, had some significant

exposures because it was too Cragnented, t here

were too nmany opportunities for things to drop

in the crack, but the issue was, it was not

i ndependent . I found that it was sutfficiently
i ndependent of constructi on pressures, it was
part of the constructi on, part of the

ten;. eer. il and par.-t 3f the cperatiois

crgan zat; n. »s. Ttat | not pr hnibited Sy
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regul ati on. I didn't like that way at doing
. usi ness, but Secht e- -an their whoLe show
that way and still does. The Navy program £

was used to General Dynanics way of doing

busi ness. Newport Mews did it precisely the
way TVA did it. | nspection force is a part of
the constructi on organi sati on.

So, | looked at it, they reported
that that's the way it was, they were covering
the essential elenents of the program If 1
was to wite down ny opinions of it or have
them witten down, | would have witten down
that what's there is adequat e, but it could be

i nproved substantially.

And, in fact, when -- the first
action down there when | took the 1line
position was to reorgani ze it. Pull it

together and elim nate these opportunities for

errors.

BY MR W LLI AMSON:

Q So, would you characeterize the Lundin
review as an in-depth review?

A No.

A. YT was a ¢ - cry review..

A5, '+ WS a curecy review
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VR. REI NHARTt uas that Lundin
review or effort ever intended to be a

cor ner stone for

deci si on

maki ng on TVA's

pl ant ?

THJE W TNVESt No. Not i ntended to
be a cornerstone. It was intended to be a
help.

MR REI HART: t In M. White's letter.
dated, | believe it was June 5th, he referred
to that report in a way that apparently he
made it appear to be a cornerstone.

THE W TNESS;

a chance to read

tal king a |ot about

R REINHART:

MR.
five sinute break, if
MR MUMPHY:
goi ng off the record.
(Recess it
(Resused.)
MR. MURPHY:
back on the record.
BY MR RElI NHAR?:

Wwe. wer e in

this

MILLIAMSONM

If | say, let me take

e*ao, since we are

it.

Sur e.
Maybe we can take a
you |li ke.

Now 11s23 and we are

call ed.)

It's 11:40 and we are

abotta. the e*Or' an!
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letter witten by M. Lundin. Was that to be
a deci sion making cornerstone. r believe you
answered, no, that wasn't the intent. Then my
questi on was, in this June 5th letter that M.

VWite set down in the fourth paragraph, he
says, in reference to the January 3rd Letter,
whi ch raised the issue of Appendix 3 trom the
conmmi ssion to TVA, M. Wiite says, in order to
respond to tht. specific request | assenbl ed a
group of outside individuals w th significant
and exten. ive nuclear QA experience in the
areas questioned and directed thea to cornuct
a review to each one of the perceptions.

rn a nunber of intervews it's been
pointed out that this reference was to the
Lundin effort. And our question s, was t hat
the intent of the Lundi n eftt rt, to be wused in

this nmtanner?

A Not when we started it. W started it
primarily to calibrate t.he in oraation, to see
if it was wvalid, and the Lundin report or
letter is couched in those terns , what t hey

id and that they found things in process and
t he, d;. no:t ;. I an ; -robl eas . 't was a e-,

25i t al ink in nmsaitng tNe detersinatio-n
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what we had vas vali d. We cuul d not have
accepted the .ine organLzation's i nput as
bei ng totaly reliable w C testing it.
ao, it was a vitd teit, b »t. I didn"' i ntend

it as a cornerstone foo general responses.

L's not sure that what you are reading is

necessarily at odds with that, either. It was
done. It was vital.

Q Did M. white asseable this group in
order to respond to that specific request?

KA. Wiich request are you talking about?

Q. In the context of the letter he says,

referring to the January 3rd letter, and he
says, in order to respond to that specitic
request | assenbled a group of outside

i ndi vLdual s, et cetera

A Yes. That was their assignment, to take
the eleven issues that were in the attachment
to the January 3rd Iletter and review then.

That was their focus. That's what they | ooked
at .

Qa So are we saying then, it was intended

to be a A4ecis on making - see, before you

t3 <d is it was , ust .0r your ca ibra-t n. N*

we A e 1A 1 L1 3r t something .ise ;

wé .lo 2
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getti ng confused.
A Wien | suqgested it be done, | tuggested
it be done for ny cdibration on it. Once it

04 : done it was used for a nunber of

. pur pose, . I have to Probiex w.th wusing it ror
other than what it was or. inally in.t.ated
f... | -ecosacs @d it r ltone & ry Nace.

| pr *suar he went and specificaily aiscussed

it with Steve White, who ordered it done.

St eve had to authorize, bring my people in at
that tine. It couldn't be done w thout his
speci fic approval. So, he did, in fact, or der
it. It was focused on the Appendi x 8 NSRS
el even i ssues. And it resulted in this
particular letter for the record.

MR. VESERVEI Nay 7 just interject.
I"'ma little bit confused as to -- | had

understood that the earlier questions from Mr.

WIllianson referred to what is referred to as
the Mace neaor andus. Whet her that was a

cali brati on. | understand that vyour
guestions, M. Reinhart, are now going to the
Lundin effort, whi ch | think is different froa
t oe ?ace emc, rArnt s : rzt sure t at =*.
recorl .1 clear as t3 w,.ch c¢! t*se &ellorts
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M. Kelly now has been tal ki ng about in

response to your questi on.

MR. REI NHART: My question was in
regard to the Lundin effort, not the Nace
effort, and specifically M. Kell y's statenent

that his intent in having the Lundin ef*Cfort
Mas to give hinself a cali bration.

TUC W TIWVNSSt That's correct.

Because | was providing consents and advice to
Steve Uhite and conpany. Now, | couldn't

provi de that analysis. I had no bass f or
providing it. I didn't feel ' could accept
the output from the TVA line or gani zat i on

wi t hout t.e abiliLty to form sone j udgnment

whet her that was wvalid or not. That' s what
this etfort was -- the Lundin effort was
geared at. The wvalidity of the inforrmation
that | was getting.

BY MR RRI NHARTs
Q. Did the Lundin effort | ook at

i Tpl enent ati on of Appendi x a?

A It | ooked at inplenentation practices
i nvol ved in those eleven |ssues, which are
;art o; A ppendi x 8 it rnt a.1l c¢ App -;. eC.

cbv iol Y.
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Q Wien you say practices, do you nean that
they went out and did sor' of a mni audit on
the adm nistrative controls or how did t hey -
A They did a survey, a surveill ancp, which
is not quite the *saneas a nini audi t, not
quite the sanme as formal, but t hey
specifically |ooked at the |apl.enenting
procedures, the practices, if there were
i nadequacies in the procedures. They | ooked
lat what the actual practice bpei Nng carried out
was, to see if the practice achieved ga
reasonable set of controls over the activity.
Q. So, they went and wat ched peopl e
perforaing activitij s in the field.
A Where they found it necessary they did.
They | ooked at jssuance of weld rod, because
that was one of the jssues In  sone ot her
ar eas, l'i ke the independence of QA they -- |t
was rel atively sinple and cur sory.
Q. Did the practices conform with the
pr ocedur es?
A General ly speaking.
Q. What about specifically?
A Tlhere were sone th.?n s that t hey
25 proba y fourd tat were at vaiance uw t. sse

A
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of the procedures, but they did not find

anything they felt had not been identified or

adequat el y flagged for correction. Wher e they
f ound something at variance with a specific
procedure they identified that to the 1ine

organi zation at that tinme for cotrection.
They did not wite a non-conformance on it.
Q So, basically, they didn't docunent any

of those?

A That's correct.

Q. That they found.

A They had field notes, as they went

t hr ough, but all | wanted in the record was a
summary of that i nformati on.

Q. May | look at that sunmmary, pl ease? In
reviewing this it looks like there is a coupl e
of -- I thins the word you used earlier was
vague or -- what was the adjective you usel to

descri be it?

A Bl and.
Bland, good. There is a couple bland
par agr aphs about scope. Maybe a bl and

par agraph about generally what was going on,
t ttl e ftina se ten e .s interest.i -

A ‘d . koe to inter'e:c , : think
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W t hdraw the comment regardi ng bl and. | have
now -ead that Letter and it its shar ply
focused and precise. It is exactly what |

i Nt ended, so w t hdraw bl and.

Q. VWhat did you intend?

A To put in the record what the effort
done by Lundin is or was. Lundin and the six
people | sent out there.

Q It's not very specific.

A. It is very specific as to what they

| ooked at and the types of things they found.
It nmay not provide a detailed nut and bolt
commentary on everyting*they saw, but that's
not what . was | ooking for.

The fi nal sentence cones out and says,
no activities were noted, no information
recei ved which could be considered 3

non-coapliance with the 10 CFR 50, Appendi x B

so it seens to me like it backs up, but never
really addresses the i ssue. The questi on was,
i Matts Bar in conpli ance. This doesn't
really say they are in conpliance. They went
out and said, we |ooked for a week and we

di dn't find anyt-ing t!*at was in

non- 03 pliance .
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A Ri ght .

Q. But, it wasn't an exhaustive effort to
say it was in conpliance?

A That's right.

Q So, it it wasn't an exhaustive etffort to
say it was in conpliance, how could it be used
as a nmjor decision nmaking step in the June
5th letter, which responded to the January 3rd
letter, which asked it they were in
conpl i ance?

A If you look at our March the 20th
letter, it is focused on the eleven i ssues.

That's what we were responding to, and we are

saying that we are not in non-conpliance in

t hose areas. The specific ones |ooked at. It
was -- we tried to focus that Iletter on those

I ssues, because that's what was -- that's what

the comm ssion asked us to |ook at.

Now, they asked two questions in the
January 3rd letter, which conplicated the
response to that January 3rd letter
consi der abl y. Two things asked for. One is a
response, corporate position in six or eight
days, as to cisplian-e with AppendLx B. T e

second ;4estion is, and | don't recal. te*
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specific word, but it was d-scribe the
activities and corrective, preventi ve acti ons
associ ated with these el even i ssues, i npl yi ng
not a statenent of current conpliance wth
Appendi x 8, but a dissertation on the
hi st ori cal per f or mance of TVA.

Those two issues m xed together nake
a definitive statenment on anything very
difficult to conpose. You can answer one or

bot h, but you mx them together and it you

want a sweepi ng st at enent, it's very difficult
to know how much testing you have to do, SO we
responded to the el even issues currentl Y, what

we saw on March the 20th as to conpliance with
Appendi x B, and | tried to identify the
preventive, corrective actions around each of
t hose el even | ssues.

'n many of those issues there were

significant problens that were validly

identified, required a Lot of work on the part
of TVA, and were being worked on. Sose of
them are still bei ng wor ked on. There is no

atteept to say that we do not have significant
pr obl ens. W did ha* pr obl ess. we fs.;nd

I3to of problens. W only found that the
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problens were identified and were bei ng wor ked
on and it looked like the preventive action
was properly scoped to resolve the issue.

Q. So -

A That is what we neant by compliance to
Appendi x B. Not that we did not find any
probl ems, because we found oodl es of

pr obl ens. W found things that had stop work
i ssued agai nst them validly and were still
stopped on March the 20th.

0. Well, so, in answer to the question, was
TVA in compliance with Appendix B on March

20th, what would be your answer?

A My answer was that they were, as best
could determ ne, in conpliance with A ppendix
B.

j.f 'Why didn't the letter just come out and
say that?
A. Several of the versions ot the Iletter
along the way did say that. Bach one -- as |
said, many people reviewed that |etter and
rewrote it and conmented on it The ver si ons.
tre original drafts prepared by Lundin and a
.east one Or sore subuequent ones tha

wor ked on with Hougton , s | trat pre:;«e.j.





