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MR. HEHL: I'd llke to Qelcomo you
again. X°'w Bill Hehl. I°n the Director of the
pivision of Radiatjon Safety and Safeguards here in
Region 1. And this is an enforcement conference, as
we identified in a letter I sent you on October
28th.

As a resulﬁ cf certainly a fairly
lengthy iteration back and forth with regard to
compliance with tinancial assurance requirements,
ve've been I guess up to this point unsuccessful in
coming to a resolution of those issues.

And ccensistent with our enforcement
policy, whaon there are viclations identified which
have a potential for resulting in some sort of
escalated enforcement activity which can carry fines
and such, we hold an enforcemaent conference in order
to provide an opportunity for us to discuss the
Issuas and make sure that there's a clear
understanding on both sides nf the issucs.

Az I indicated, thera is certainly a
number of things that we'd like to haar from you
today, certainly with regard to your efforts to come

up with the necessary financial assurance. And
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certainly there needs to be sorne discussion -- I
think Marie is going to give you a laetteyr vhen we're
finished here which outlines some additional
information that we're going to need to better
understand your subpitkals.

But at the close of this conference
vhat we will wind up dping is we will take that
nforpation, we will digest it, discuss it with our
headguarters organization and come to some sort ol
deternination on where we go from here.

But why don’'t we g0 around -- has
everybody had a chance to in:roduce'thenselves?

MR. KINNEMAN: We've done it piecemeal,
but perhaps it would be a good idea to start again
and introduce evaryone.

MR. HOLODY: Dan Holody, Enforcenent,
Roegion 1.

MR. WOOTERS: Tom Wooters.

MR. McCALL: Robert McCall.

MR. CRONIN: Philip Cronin.

MR. VUMBACO: Frank Vumbaco, Vice
President of Health Safety/RSO.

HR. SPIEZI0: Jir Spiezio. I'm the

v.P. ot Finance.

ALL POINTS REPORTING (610) 272-6731
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1 MR. JURY: John Jury. I'm a consultant
2 with Enginecring Managenment Executives out of

3 Alexandria, Virginia.

] MR. KING: I'n Don King. I'm the

5 contracts manager for Nuclear Metais.

6 MR. MCDARIEL: Keith ¥cDaniel. I'm

7 with the EEO's office at the NRC.

8 MS. JOUSTRA: Judy Joustra,

] Enforcenent, Region 1.

10 MR. MAMISH: Nader Mamnish, Enforcenent,
11 Headquarters. .

12 MR. WHITE: Duncan White, Seniocr Health
13 Physicist.

14 MS. MILLER: Marie NMiller, Senior

15 flealth Physicist, Region 1.

16 MR. KINNEMAN: I'm John Kinneman, chiet
17 | of the Site Decommissioning Section here at Region
18 1. I have a principal responsibility for

19 supervising all of Region 1's actlions with regard to
20 Nuclear Metals, Inec.

23 As you know, Duncan has jin the past

22 bean the principal staff person assigned to Nuclear
23 ¥etals. lHe's doing some other work right now and

24 proibly will be for the future. So Marie Miller
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noﬁ is the senior health physicist and project
wanager for Nuclear Metals.

Could we ask Brad, could you say who
you are?

MR. JONBS: This i3 Brad Jones. 1I'®m
from the 0ffice of General Counsel.

MR. KINNEMAK: And Tim, would you
introduce your people and what they do?

MR. JOHNSOW: They are Bill Lahs, who's
the technical person for the site here in our
Division of Waste Management. ‘Sau Malluswami, who's
a hydrologist in the Division of Waste. HManagement.
Lou Bykoski, financial analyst, Division of Waste
Management. And me, Tim Johnson, I'm a Section
Leader of the Materials Decommissioning Section.

MR. KINNEMAN: And as 1 explained
informally beforeband, we rely on Timn's section for
technical advice in a lot of areas, financial
Assurance, hydrology, decommisrioning issues. And
that's where our budget and our program direction
cones from.

HR. HEHL: Why don't you go ahead and
get started?

MR. RINNEMAN: What we thought we'd do

ALL POINTS REPORTING (610) 272-67))




T e e

10
11
12
1
14
1%
16
17
18
19
20
21
22
23

24

T T L, Y et e e e ———
N3 . .

for the format is Bill, having finished the jnitial
rewnarks, iIs that I*'1l1 make a few remarks 1f it's
okay. And then basically since the purpose of the
meeting is to hear fron you, we certainly have lots
of questions and thinga to say, but I*ll just say a
few words and then turn it over to you, Frank, and
let you take it from there, if that's acceptable.

MR. VUMBACO: That's fine.

MR. KINNEMAN: All I wanted to say is
to echa what 8il1) had to say is we've been through,
over # period of time, aver fqyr years now, talking
about thae requirement in 10 CFR 40.16 fof financial
assurance, which is a requirement, kind of a gradad
requirement on licensees in this circle.

Simplistically, you're required to
praduca a cost estimate for the decommissioning of
the facility. And at end of facility life, whenever
that wight be, based on e#erything that's available,
all the informatian that's available to you now and
then, to provide financisl assurance in a form that
meets the requirenent in that régulation.

So there's really two requirements. I
think what we're here to talk about today

principally, though we don't rule out talking about

ALL POINTS REPORTING {610} 272-6731
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anything else, is the provision of the financial
assurance. 1 wanted to just wake a brief comment
about the cost estimate.

You've recently provided a cost
estipate, and I'll mention that one of the reasons
why this enforcement conference is closed is because
you considar that cost estimate and a number of the
other pieces of information that you nay decide to
discuss today proprietary. And that while a racord
of the transcript of the meeting is being made, we
recognize tﬁan there will be a necessity to review

.
that transcript and deal with the information that
is proprietary. But that the cost estimate that
you've given us we do have a few guestions about
that.

We don't see that as the principal
purpose of this meeting. 1 had hoped to have the
questions clear an& out to you ahead of the meeting,
but I still didﬁ't want to have to have you focus on
it. So we have that letter complate and we propose
to give it to you at the end of the meeting, not
because we want to keep it sacret, but I don't see

that as the main issuve. 1'd be happy to sit down

"with you and read it at that time and go over it

— —— e W
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with you.

So I don't want to give the impression
that we've conpletely accapted or agreed to the cost
estimate, but it seems like a reasonable place to
discuss the second issue, which is the principal
concern, vhich ls that there is in place financial
assurance which does ﬁeet the form, in that you have
a letter of cradit for 750 thousand dollars, which
is substantially less than the actual cost estinate
that you've submitted.

And I guess I would summarize you

.
submitted a ti‘emendous amount of information and 1
wvould sunmarize that as our understanding is that
you believe that the 750 that you've submitted takes
cara of a certain portion of the responsibility,
that you believa that the remainder of the
responsibility will, through various means, be wmet
by the U.S. Government.

llowever, I guness our situation is that
that assertlonh by you does not meet the form that's
required in the rcgulation, and that's why ue're.
here today. That the failure to have that in the

propér form is an apparent violation o* the

regulations, and it's a significant violation. Aand
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we need to decide where we're going to go from here.

And so as Bill said, the purpose of the
meeting is to make sure that we've heard your
position clearly, that we've considered it and that
any action we take, which conceivably could be no
action, is based on appropriate consideration of all
the inforwmation that you'd like to present to us.

So with that kind of focus, we're
willing to -- we appreciate listening to everything
you have to say and ask questions about it or answer
whatever questions we can ansﬁ?r for you.

MR. VUHBACO:‘ Okay. Let me just make a
staterment and turn it over to Jim Spiezio from the
standpoint of where we're going with a relatively
brief presentation. because 1 think we want to get
into some contractual type documentation type
discussions.

MR. JOHNSON: Excuse me, we can havdly
hear the response.

HR. KINNEMAN: We'll adjust the
microphone and ask Frank to speak up just a little
bit.

MR. VUMBACO: W%nat 1°'d like to do is

talk briefly about the outline and turn it over to

ALL POINTS REPORTING {610) 272-6731
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Mr. Spiezio and get into a discussion of contractual
documentation. Because I think that's clearly key
to understanding this unique situation that NMI is
currently in.

What we want to do is talk about
introductory comments, revisit some of the things
that we've providgd to you over the past two years,
talk a bit about compliance from the standpoint of
the last paragraph in your letter to us and then
turn it over to Don King, our manager of contracts;
to talk about contract documen}ation. We will be
providing copies of that. And then a short
discussion with Mr. Jury, a consultant to us, on
ongoing Government property issues.

So with that, I'1ll turn it over to Nr.
Splezio, who is our vice president of finance.

MR. SPIEZIO: You know, clearly it‘'s
our view that the 750 constitutes compliance with
the piece ol the responsibility that's ours. You
know the 750 thousand dollar letter of credit, it's
in a standby trust agree=snt out of our control.
tthen you look at the 13.8 million dollars, 96
percent of that number is Government related. T¢

you take the 4 percent that's left, the sinple nmath
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of it is that comes out to 550 thousand. Thg 750
se¢ns adequate. In reality, more of that's
avajlable even than that suggests.

.Ha've spent far nore than the 550
putting a cover on thae basin, characterizing the
basin, doing various work. You coulsd certainly make
an argument at this point that our real liability of

{15.§
the!l1l3, 8 is probably zero.

Now the company, we'va baen at this
iocation since 1958. The equiprent and the
facilities have been used to procaess Government

v
turnished DU, which is one of the key ingredients
here, long before the 1988 rule came into effect.
The basin, for example, we haven't used since '8BS5 or
'86. If you look at the rest of the facility, the
contamination, if you would, that's occurred,
there’s really no difference now in terns of the
quantity ot that, etc., than there was in the aid
'sus.

S0 from our point of view, you know; we
went 1nto that area of work and supported Government
contracts without a need for a financlial assurance

mechanism in place at the time. And really since

the develupment of that rule, we have not
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dramatically increased -- 1 think that's a point
that's relevant for congideration in terms of, you
know, we're a swmall company.

MR. KINNEMAN: I guess I don't guite
understand that point.

MK. HEHL: I think, you know, really in

response to that, you know, the rule vas put in

place to address the issue that prior to the rule we

had a number of facilities that. because of past
activities, had resulted In contamination of the
facilities. And in sone cases these facilities went
out of business and there were significant problems
with obtaining finances necessary to clean thenm up.

But the application of the rule has
been and is considered to be applicable to whatever
past activities -~

MR. JOHNSON: Could you speak up,
please?

MR. HEML: The rule is applicable to
wvhatever past activitles that have been conducted at
the site. The intent is to have sufficient moneys
available to ¢lean up the site, whether or not the
activi.ies took place prior to thé rule or after the

rule.
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h BR. SPIEZIO: Well part of our peint

2 with that is we entered that work with the

) Government when those needs were not in place. Had
4 they been clearly defined when we started that work,
5 we would have looked for more specific contractual

6 coverage, But as we get into the presentation,

7 . that's really something Don and Jack are going to

8 address a bit later. Maybe tve should move past that
9 and after they've chatted ~-

10 MR. HENL: But just as a clarification,
1n Brad, is that consistent with your understanding?
12 MR. JONES: Yes, it is.
1) MR. SPIEZIO: You know, in terms of the
14 company, we certainly have been dramatically
15 impacted by the downturn of defense spending. '92
16 and '93 were difficult years at best. '94 is going
17 to be another significant loss. We see '95 and
18 forward a rebound period, a return to profitability,
19 etc.
20 As a sma}l business, we're already in a
21 difricult situation providing assurances at any of
a2 these kind of numbors, and while our balance sheat
21 remains strong, this 1sn't a point in time that we
24 can make any solid financial commitwents in that
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direction. But also we belleve that the
responsibilities for the decommissioning of that is
$0 strongly a Government responsibility that ve
shouldn't have to. And again, Don and Jack will be
addressing that at a greater length.

One of the key things they're going to
be talking about is the policies, the contracts, the
guidelines that we think clearly support that the
Government is responsible. Frank, why don'‘t you --

| MR. VUMBACO: The purpose of the next
section jis just to revisit thﬁ fiistory of compliance
tiiat NMI has had over the years with the NRC, I
mean the facility, as Jim has indicated, has been
licensed in Concord si=ce 1958. And during the
current wanagement of the company, we've been -~ our
record hasn't been perfect, but 1t has been
reasonably good. We have had no violations since
1990, We've only had two Level 4 violations in the
last 10 years. JTn 1990, we had a Level 4 violaﬁion
for ctransportation: and in '86, we had a posating
violation in our Level 4.

prior to that, in 1983}, we were cited
for » Level 2 violation, but agajn it's the only

Level 2 violation we've had under current mahagement
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over the past 20, 25 years. The point here is that
NMI has always acted responsibly and professionally
and responsive to NRC's requests.

In terms of our view of the current
compllance position, it ties into what Jim was
saying and will tie into the contractual discussion
that follows this. And in that we feel that we are
currently in compliance relative to providing the
750 in terms of our portion. What we're asking here
for is the full understanding of the issue. 1It's a
complex one relative to Govgrw?ent involvenment.

we're continuing to wofk that situation
towards resolution. We feel that this is a
contractual matter, not necessarily a health and
safety matter. We don't feel that it needs
escalated enforcement activity to get resolution,

We think that what you'll hear in a few minutes in
terms of the contractual remedies, that if provided
enough time in order to work those out, that that
will be somathing that will provide for adequate
compliance with the rule.

Wwhat we're requesting here is exercise

discretjon, as is your ability, relacive to this

matter, hecause it is a complex and unique
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situation.

And the last thing I wanted to say here
is that we will provide periodic updatés, as we have
in the past, as NRC requires and as the information
comes to us. WwWith that, I'll turn it over to Don,
our contracts manager, who will talk about the
documentation that's in front of him.

MR, HOLODY: Before you get intc that,
just one clarification. Do you feel now that you're
in compliance with the rule?

MR. VUMBACO: 1In fogards to our
responsibility, assuming the fact that the 96
percent that Don will ta'k to is the Goverament's
responsibility, yes. 1In terms of the 13.8 cost
estimato, we feel the 750 that's in place currently
is more than adequate from the standpoint of the 4
percent of the 13.8.

MR. HOLODY: Even though we licensed
you and not the Govaernment?

MR. vuﬁBAco: 1 understand your point,
and that's wherve the crux of the problem is from the
standpoint -~

MR. HOLODY: We hold the licensee

responsible. Our regulations, when you read thenm,

ALL POINTS REPORTING (610} 272-6731
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ﬁhey talk about the licensee is required to. do the
following, not any contractor of the licensee.

MR. SPIEZIO: If we could, could we go
through this, and then I'd be happy to come back to
that. But 1 think it's very relevant to that
discussion.

MR. HOLODY: Okay.

MR. KING: As far as the contractual
documentation goes, it really falls into two parts.
The first part being the contractual provisions that
deal with the Government eqnig?ent and the
associated facilitles decontamination, and the other
aspect of it is the holding basin. 5o we're going
to treat those ~- they're slightly different
circumstances, and Jack's going to speak to the
holding basin and I'll speak to the equipment and
facilities.

The distinction being that the
equipment and facilities decontamination Is provided
for at the =eoint of the close-out of production ot.
the DU penetrater contracts, and the contract
provisions are already in place to provide for a
funding vehicle to effect the decontamination and

’

the disposal of facilities, etc.
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On the holding basin, we‘re currently
pursuing funding to deal with the holding basin, so
that's active. Whereas, thes other one has the
mechanism in place that we're not moving forward to,
of course, because we're not in a situation where we
need to be dacontaminated.

MR. HEHL: So the contracts that you
have with the Army currently in place have a
provision in the contract that says that they will
clean up?

MR. KING: Tbat'ﬁ'tight. I'm going to
hand those out to you now. 1I've got tﬁree booklets
1'd like to give you. One of them is a facilities
contract for a Government facllity. The second one
is a production contract. Iit's the current active
production contract for making large caliber DU
panetraters. And the third one consists of a
presentation that we gave at the Army just a couple
of weeks ago, a few weeks ago, relative to funding
on the holding basin.

MR. HEHL: And what percentage of the
equipment and facilities, that is current -- aside
tron the holding basin -- are currently contaminated

are covere!l under these current contracts?
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MR. KING: What percent of the
eguipment?

MR. HEHL: Is at all covered under the
current contract?

MR. KING: There's Government eguipment
that was contracted with depleted uranium, and then
there's NM1 equipmeat that was contaminated with
Government supplied, Government furnished materijals.
So each contract Kind of pravides for something a
little bit different. You'll see the distinction
between the facilities conttac} and the production
contract. And what 1'd like to do is just kind of
walk you through the provisions on the contract.
And as we go through it, you can see it more.

MKk. KINNEMAN: Okay.

MR. KING: That's a set of the three
sets.

MR. SPIBZIO: And Don is going to talk
to the relevant picce of that, for those that don't
have it in front of then.

MR. KINNEMAN: That's fine., Just
before we lose track, are you going to leave these
with us? Do you want to -- it's up to you.

MR. RING: We can laave thaem, sure,.

ALL POINTS REPORTING (610) 272-6731
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MR. KINNEMAN: Do you consider these
proprietary or are these non-proprietary?

MR. SPIEZIO: Well they're Government
contracts.

MR. K1NG: The presentation may have
some proprietary information.

MR. KINNEMAN: You may say some things
that you will later say is proprietary.

MR. JURY: There is proprietary
information in the presentation I'm going to maka.

MS..HILLER: in -tfue- one of thebf-'-‘ on
the holding basin?

MR. JURY: Yes.

MR. SPIE2I0: 1 think the contractual
or.e t} at Don's passing out may be proprietary.

MR. KING: Not really. The public
intormation is this faclilities contract. This .
contract §s a subcontract with Olin Ordnance, and we
would need 0lin's permission to ralease it. So we
would need to treat this as proprietary.

MR. KINNEMAN: Just so we can keep it
straight, 1 realize this is not germane to your

presentation, but I don't want to lose track of

which is 0Olin.
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MR. SPIEZIG: And the same with the
amali binder.

MR. KING: The small binder has
proprietary information as well.

MR. KINNEMAN: Okay. This way we'll
know which opes are, 1I'm sorry to interrupt you.

MR. KING: That's okay. The facilities
contract, the one I'll be speaking to, at the top
left-hand corner you see that DAAAD9-E~0013. This
is what the Army refers to as a consolidated
facilities contract. .

What a consolidated facilities contract
does, it provides for tie accountability, the
maintenance surveillance of Government equipment and
Government furnished materials. They are cost
reimbursable type contracts. They are reviewved
every five years. The Governm.nt always has to have
a contract vehicle in place for the surveillance,
accountabjlity, waintenance ability. So this
contract replaced a prlor contract, consolidated
facilities contract.

When the contract s initiated, the

consol jdated tacilities contract has no funding.

Funding is provided either on a fixed price basis or
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on a cost reimbursable basis by contract
modification. As the need arises, the contract is
funded. It starts out life with no funding at all.
Today, as of today the contract's worth 2 and a half
million dollars.' We've been funded incrementally
for different activities, including some
decontamination and disposal of Government
equipment.

MR. KINNEMAM: So if I could just
interrupt Qau, that means that a good portion of
that probably has already been‘paid to you for
activities rone?

MR. KING: That's right,.

MR. KINNEMAN: As opposed to there's
not 2 and a half million dollars worth of work
waiting?

MR. KING: That's right.

MR. KINNEMAN: There's some portion of
that waiting, but most of it is aexpensed?

MR. KING: Probably about 2 or 3
hundred thousand of that total has all been spent,
btk ,
build and paid. So it's anly really added as is

required.

MR. SPIEZIO: VYou wmight want to expand
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on ~~ gome Gavernaent equipment became ohsclete and
this is how we see a lot of this being taken care
of in terms of the total 13.8.

MR. KING: One of the contract
modifications, and it's included in the contract
that’'s in your package, there's a scope of work in
there that provided for us to dispose and
decontaminate about 24 pieces of Government
equioment, which we dld just-fairly recently.

That's part of that funding. And that was added
based on our request that wa‘vs got excess equipment
we need to dispose of it. And the Government direct
funded us to do that.

MR. HEHL: You deconﬁamlnate, you folku
do and then you send off the «-

MR. VUMBACO: Basically we look at a
project and determine on a case-by-case basis what
we would do with that particular piece of eguipmant.
1n some cases where It lends ftself to
decontamination, we would either do decontamination
inside our faclility or send it out for
decontamination.

In the case of this equipment, most of

the equipment found its way to a faclility down in
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South Carolina that was'doing vatal melting at tha
time on the bacis of sone of the equipment that just
didn't lend itself well to physical decontamination,
&0 uld use a variety of means in order to
disposition the equipment.

MR. HEHL: But there‘# no residual
le1t? I mean does the facility then sand you back
the radiocactive matarial?

MR. VUMBACO: In ternms of netal
melting, the way the industry does it today, I'm
sure peopla in the room know ﬁhis, is that very
Jittle residual contamination exists if you metal
melt. If you do decontamination, yes, there are
some residual wastes that would be returned back
Qnder the current scheme relative to waste disposal..

But in the case of the metal melt
matarials, I believe that if there was residual that
that would be sent back to the Government, from the
standpoint of the waste from that activity, be
d-apositioned on the behalt of the Govarnment by the
contractor.

tn fact in this specific case, the
Government had a4 contract with NMI as vell os a

vontract with this third. party, funded indiv.dually,

Ty
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from the standpoint of taking care of wha£ residuals
and what labor, etc. and equipment used at the
facility in Tennessee did after we shipped it to
then. In fact the Government made independent the
transportation of the equipment, again looking for
the lowest poszible price to the Government. |

MR. HEHL: Then none of that
radioactive material returned then to your facility
in Concord?

“R. RING: That's correct.

Mk. KINNEMAN: I Just want to be real
clear on the one point is that the reason it didn't
return was that the Government arranged for separate
disposition?

MR. VUMBACO: To the best of ay
knowledge, that's correct. Don?

MR. KING: That's how it was handled.

MR. KINNEMAN: In other words, it
wasn't that you also paid a fee which then had to go
on to say B, rawell?

MR. KRING: No.

MR. KINNEMAN: Okoy, thank you. That's

important.

MS. MILLER: 1 Lave a question. You
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had said that the contract is funded as money is
needad. Is there an overall cap though as far as an
amount that would be provided?

MR. KING: Ho.

NS. MILLEBR: Basically you would core
in at one point and lay out what you need. Now do
they dispute costs so that, you know, basically
saying we know =-- we think it should cost you less?

MR. KINS: Yes, they do. They
negotiate with us. Any type of proposal that's not
a competitive type proposal, tpey vould negotiate
the labor hours and materials and transportation
costs with us, sure.

MS. MILLER: But jt's a good faith
contract that they will use you for this work?

MR. KING: That's right. In fact we
proposed -~ when we first proposed disposing of some
of this equipment, we were going to pay the natal
melter, but the Government dacided th - they would
handle that separately so they could save some money
that way.

MR. KINNEMAN: Okay. Thank you.

MR. RING: The contract contains a

clause, a Government property cl .ase. On paqe 19,
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if you flip to D, there's a Government propé.ty
clouse that relates to the facilities. And shat

wa've done in the next tab is we put in a copy of

that Government property clause for you to take &

look at. Normally they don'‘t put the full text of
the clauses in the contracts.

And what that Government property =-- if
you flip a couple of pages, We've done sone
highlighting of that, just for convenience purpoées.
And basically what it says is that at the point
elther the contractor or the Governmant terminates

v
the use of the facilities, that the Government will
orovide funding for rehabilitation or restoration
costs that's associated with the removal of thoge
facilities.

MR. HEHL: And where Js that stated?

MR. KING: 1 think ii.'s on the last -~
the very last page. Actually jt's stated kind of in
a negative way. 1t says, "Unless otherwise
specified, the Covernment shall not be obligated to
pay the contractor to restore or rehabilitate any

property, except for restoration or rehabilitation

costs caused by the removal of the facilities under

\

the prior paragraph."”
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MR. HEHL: So how are you interpreting
that? l

MR. KING: S0 we interpret that vary
consistent with the way the equiprent that we just
renoved, that the Government's respo.sible for
removing the eguipment and also restoring the
facilities associated with that equipnent.

MR. HENL: Dapage to your facilities as
a result of the equipment then they would ~--

MR. KING: Exactly.

MR. KINNEMAN: How would that -- I can
understanc how that would work to say a lathe orvr a
press and also perhaps the things that happened when
you remove that from wheraver it is, the air lines
and things liFe that, how about the building?

Because certainly some portion, in reviewing your

cost estimate,. the building, the concrete night have

some contamination, the vantilation system. Is the
decontarination of that part of the building
consistent with that clause?

MR. KING: Well the ventilation, the
pieces that are associated with the equipment are
part of that. And we've already made that precedent

on this last contract change. As relates to the
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rest of it, let's go to the next contract, which is
our production contract.

MR. KIRNEMAN: So you're finished with
this one?

MR. HEHL: WVould you reiterate what
percaentage of the contaminated effiuent would fall
under these facilitles?

MR. RING: M>ybe half.

MR. KINNREMAN: 1If I can just rephrase
vour question, if 1 understoand correctly, then this
would be all of the contaminagfd equipment that's
used unueyr Goverament -- in other words, all the
things that we would .ormally think of as equipment,
presses and lathes and forming equipment?

MR. KING: It's the Government owned
egu iprent.

MR. KINNEMAN: Only the Government
owvned equipment?

MR. KING: Only the Government owned
equipnent.

MR. KINREMAN: tot the NM1 equipment?

MR. KING: The HMI equjipment and
facilities, we want to speak to that under our

privinction contract.
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MR. KERL: So this covers about half of
thre equipment that is currantly being utilized under
your license that is contaqinated?

MR. RING: That's right,

MR. KINNEXAN: And just again, and
that's -- that iz equipment that is owned and
furnished by the Government?

MR. kING: Elither owned or furnished by
the Govarnament, right, equipment and materials.

MR. KINNEMAN: Okay.

MR. JURY: I nigh't- also say that the
Army, historically. for the last 20 years, has
honored the funding and cleanup of these type
facilities under many, many contracts. So there's
no reason eo assune that when the time comes they
would not do it under the NMI caontract.

MR. HEHL: Are you going to address at
sone point in time though, since a lot of your
argument depends on Army activities, why the Army
has not provided, as they 1 guess -- as we've
requested, some sort of a letter of intent or
whatever?

MR. JURY: Yes.

MR. RTMG: {he reason the Army hasn't
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done it is becouse there hasn't been a motion, if
you wil}. for contract nmodification to add those
funds. So the Government doesn't see the
requirement in front of then.

On the consolidated facilities
contract, as the reguirepent comes up, the request
for funding is put in. Thers's been nuv reguest for
funding un decontanination of the facility.

MR. JURY: Well this portion of the
facility is still being used.

HR. SPIEZIQ: Yes:

MR. RING: Oh, sure.

MR. JURY: And you would not go into a
cleanup situation till end of production of this

type of equipnent.

MR. SPIEZIO: [ think also in reference

to why there's not a letter, I don't think the Army

feels the need for the letter. It's contractu:zlly

covered.

When things become obsclete or no
longer used, like this Government equipment, they
fund those things accordingly. Truly the contract
lanquaoe makes provksion for, in the aevent these

facil.ties and/ov equipment become unused, the

ALL POINTS REPORTING (610) 272-67131




e we e

10

11

12

13

14

15

16

17

18

19

20

21

23

24

12

contract kicks in and covers it.

MR. HEHL: Is this the only equipnent
that is currently unused? Is that what is covered
under this removal that you completed or is it --

MR. KING: Only the unused --— not
necessarily. It was really obsolete equipbent. We
do have some equipment that's not probably currently
being used that pay be used six months from now or
eight rponths from now.

MR. HEHL: So as far as you know,
there's really no intent on thf part of the Army to
remove that equiﬁuent?

MR. KING: That's right. tUe've got
active bids for Government contracts. We need that
egquipnent to perform on the contracts.

MR. KENL: Now I guess under the
facilities contract.then 1{ that -~ [t you did not
recelve, for vhatever reason, additional contracts,
then essentially that contract would go out of
existence, right?

MR. KING: Actually that contraczst
provides the vehicle for whkat they call the plant
clearance case, where they initiate all of the

actions to start ctearing the plant ol Government
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equipnent. So they may choose either to just
nothball it, in other words, kind of lay it away, or
they may choose to mave It to another facility, or
they may choose to dispose of it. Hut that contract
has all the provisions in place for thea to go down
that path.

MR. HEHL: Okay.

MR. VUMBACO: Don, while ve're on that
point, you may want to touch upon a Key factor with
this contract {ir we can't act unilatarally, that we
need direction. . |

MR. R1iNG: ﬁell I think that deals more
with the holding basin, with the GFM issue. We
always need to notify the custoner firsc. All of
tte actions are basically bilateral:

Oon the production contract, if you open
the production contract, we have an existing ~- an
ongoing conti.act with Olin Ordnance to supply about
12 thousand large caliber depleted uranium
penctraters.

The contract has, in the body of thé
contract, and you can see that, that they're
supplying 37% thousand pounds of vranium

hexafluoride for us té manufacture the penetraters.
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And also there's an -- NMI requests of
the Government the use of the eqguipment under this
contract to be used on this contract. That becones
part of the 0Olin contract that yves, indeed, we have
parmission to use that. And the schedule of the
equipment becomes part of the 0lin contract as well.

Now the 0lin contract also has a
Government property clause for fixed price
contracts. That's on ona of the Olin flysheats.
They call out this %2245.2.

MR. HEHL: 1s thefe a tab?

MR. KING: Tab C.

MR. HEHL: And.what was it?

MR. KING: 1It's a similar clause to the
consolidatad facilities, but it's differant, because
{t's a different type of -- this is a production
contract versus & facilities contract. On tab D,
we've included the text of the file provision.

MS. MILLER: ©Now you made a point of
mentioning that the facility contract becomes a part
ot the 0lin contract for the facility because you've
asked permlission to use the equipment?

MR. KING: The use of the facilities.

MS. MILLER: So then do all of the

ALL POINTS REPORTING (610) 272-6731




’
e J

10
11
12
13
14
15
16
17
18
1¢
20
21
22
23

24

35

provisions of that facllities contract ~--

MR. KING: VNo.

MS. MILLER: Just the one permission to
use?

MR. KING: That's right. And what the
Olin contract provides for is jf Government
furnished property —-- at the time Government
furnished property is withdrawn, that an equitable
adjustment would include restoration or
rohabilitation costs of the facilities.

Two things are ha?pening. The first
thing is the Government is supgclying uranium
hexarluoride, which is contaminating the facility.
Secondly, they require us to use it in the
manufacture of the product because it's part of the
product specification. When that material is
withdrawn, the Government then would provide an
egquitable adjustment under this clause.

wWhat we asked EME to do, Jack Jury, was
to take an Independent look at the contract language
and kind of let us know if we're reading this right,
and these are really what the Government's
obligations are. Because obviously we've never cone

to the point where we've had to test it.
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Oon tab E we have a letter --

MR. HOLODY: Stayiny on tab D, just
reading, you had highlighted ports of item J-2. I'm
not a lawyer, but my reading of this says that the
Government can abandon its obligations at any time.

MR. KING: Right.

MR. HOLODY: Under J-1.

MR. KRING: The Government cannot
abandon property that's contaminated with hazardous
materials.

MR. HOLODY: Wherf is that precluded?

MR. KING: That's precluded in the
Defense Logistics Agency internal regulations.
That's not something that's part of this contract
per se.

MR. HOLODY: So you're saying that this
particular contract applies only to noncontaminated
materials, noncontaminated equipment?

MR. KING: That's right. Well the
abandonment provision does.

MR. KINNEHANE Well but again, I would
ark, however -- it says, "However, if Government --
okay, I see. So it says It cun -- that is confusing

because it says it has no ohligation. It explicitly
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starts out with it has no obligation to restore or
rehabillfate the premises under any circumstances.
That basically I guess as I would read it, I'm not
an attorney either, but as I would read it, it's
totally at the Government's discretion. I mean
thare may be another clause that you think, but as
this reads =-- it sounds like it's totally at the
Government's discretion whether they abandon or
restore it.

"If the p;operty is withdrawn or is
unsuitable for its intendad use or if other property
is substituted, then the equitable adjustment may
properly include restoration or rehabilitation.”

It seens to fay if the Government
decides to take the equipwrent or to do it then they
will pay for it, but if they don't, they won't.

MR. KING: Well two things at wark.
Humber one, the Government is not abandoning
property that's contaminated with hazardous
ratarials. And the other one is by policy and
precedent that the Army has always honared thase
costs. And that's really part of the reason also
that we asked for an independent opinion. And

that's really what this letter helps clarify.
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MR, HOLODY: You said -- tell me again
what it is that says they cannot abandon their
equipment.

HR. KING: Hazardous materials?

MR. HOLODY: Yes.

MR. KING: The DLA Handbook, the
Property Managepent Handbook.

MR. JURY: Defense Logistics Agency
serves as the property administrator for all
contracts with NMI. They discharge the property
administration for any of the -- any defense
customers that have contracts with NMT.

| MR. RING: That's consistent with the
Government funding as the 240 thousand dollars %9
dispose of contaminated equipment. If they could
have.abandonod it for free, they would have done
that. They obviously can't do that because they're
prohihited from doing that; |

MR. KINNEMAN: But what about an
alternative argument which says well we're not
abandoning it, we've already pald the contractor
under the terms of the contract for manufacturing
and we're not ahandoning it, we're leaving it in the

hands of a licensed qualtified individual to be
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properly handled at their expense for which we've
already paid them overhead.

If you're going to address this later,
I don't mean tc push you ahead, but that's kind of
the question that seems to come imnmediately to mind
that -~ I mean I understand you've indicated that
they've deone it before, but why wouldn't that be
their answer?

MR. KING: We haven't sought any
tunding under sur contracts to make a provision for
that because the provision alr?ady existed. So we
didn't put any aextra money in our contract so that
we'd have some buffer in the future.

MR. JURY: At a point in time that the
companhy decides that the Government furnished
property is no longer neadad, they will go to the
Government through the Defense Logistics Agency and
ask for disposition instructions of that property.
What do you want to do with {it.

MR. RINNEMAN: That's the Government
furnished property?

MR. JURY: Government furnished

property.

MR. KINNEMAN: Which includes the
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uraniua.

MR. JURY: And again, we're talking
about the equipment in the facility rather than the
basin. I'll get to %Zhat a little later.

MR. KINNEMAN: I understand, but the
contanination say on the walls of the room.

MR. JURY: Right. And we'll ask for
aisposition instructions of that -- instruction for
that equipment. .Also advise the Government of that
equipment that has been contaminated. At that
point -~ and also identify tno?e dollars associated
with the gleanup of that contaninated eguipnmrent.

So they'll'he asking for two things.
One, vhat do you want to do with jt, and here's the
price tag, give us the money to clean up the
contaninated aquipment and adjust the contract
egquitably, adjust the contract, put dollars in that
contract for that ¢leanup. That's the normal
procedure that's followed.

MR. KINNEMAN: And you would not expect
the answaer from the Army to be bkay. for the
Gcovernment furnished equipment, thae press or
whatever, give you the jnstructjons and the money,

but the bujlaing's yours and we already paid you to
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do that contract, including disposal of the waste.
Because in fact you did dispose of waste that was
generated undér that contract. And therefore, we
feel no further obligation to pay you money for say
cleaning the concrete in the -- I don't know the
pickling room or something like that because wa've
already paid you under previous production contracts
those costs and you should have set aside money.

MR. JURY: No, they have not been ~--

MR. SPIEZ10: Let me address that.
It's really a misnomer. Thay ?aven't already paid
it. They paid related overheads and whatnot as part
of a manufacturing company. From an allowability of
cost perspectlve, DCA audit raview, as a contractor,
You can't set up o sinking fund to cover these kind
of things. 1It's not an allowable cost. Had we went
that route DCA would have turrned around and said
hey, those are unallowable costs, thay've got to
cone out. So specifically it's not in there hecause
we're not allowed to put that jin as a cost.

MR. KINNEMAN: But the cost of
disposing the actual waste, that's generated --

MR. SPIEZ2ID: That's a different

natter, and -~
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MR. KINNEMAN: And that was already
paid for.

MR. SPIEZIN: Yes, becaiise that truly
is a rlow~through cost.

MR. KINNEMAN: Because you pay for it
then.

MR. SPIE2IO0: That's right. And 1
think that the position that they don't allow
sinking funds is really consistent with the position
that contractually it's covered, that when the time
comes that we've got to worry ?bout it, we'll step
up and pay for it, we being the Army.

1f they allow us -~ looking at it from
a Governmant perspective; if they had allowed us
over the past 10 years to put a sinking fund in
place for 20 million dollars, we would gain the
benefit cof interest off that, etc., etc. It really
cogts the Government excess money. When the tinme
comes t» decomnission it, how do we develop that
fund in the first place. We decide thet we're going
to do & very exotic treatment to digpose of the
contamination of the building.

This way when it comes time to actually

deconmission somathing, the Government has the

o St w—
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flexibility. They say hey, we're going to bury it
in Utah, we're going to metal melt it or this or
that. So I think thosa things are very consistent.
But we don't have a vehlcle, had we wanted to in the
past to set up a sinking fund. And they truly
ﬁaven't paid that cost because it's not part of that
cost build-up that's in that overhead.

MR. HEHL: You mentioned the waste is
different. Are you talking about nonradioactive
material waste or is it other?

MR. VUMBACO: Both rad. vaste and the

.
possibllity of any hazardous waste that may come out
of say for instance the cleaning of the materials.
But specifically the rad. w&ste has always been
covered on a production contract, given the fact
that thera's so many units and there's so much waste
that's ganerated per unit, and it's quoﬁed that way
and covered in that contract. 1Is that correct, Don?

MR. KING: Yes.

MR. SPIEZIO: By Government design.
They could certainly take a position similar to the
building that hey, stockpile this and down the road

we'll decide what to do. They made a decisjon what

way they wvanted to treat ptoduction waste, and that
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way wzs hey, we'll dispose of that as it .omes
again. Kind of consistent f{rom a contractual point
of view.

MR. HEHL: So is there a stockpile
currently of production waste, or is that all gone?

MR. VUMBACO: Only because of the
inabiljty ‘or the Northeast to use Barnwell, so
there is 817 some drums of material that -~

MR. HEHL: What's happening to the
contractual funds for disposal there? 1Is that nos
being accumuiated for disposa{? If you've
already -- if they've already faid you for that
amount, then how is that going to be addressed?

NR. SP‘IBZIO: Well at this point they
truly haven't paid for that. Essentially the
remainder 6£ the A-2 building?

MR. KING: Yaeaah.

MR. SPIE210: This is kind of -~ we're
at a new point in time on that subject. We don't
currently have a stockpile of material that they've
already paid for that we haven't disposed of.

MR. HEHL: You have current production
in process?

"HR. SPIEZIO0: Right.

. o— wwm  vuw emmeme ¢ —— -
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MR. HEHL: And that's generating waste?

MR. SPEIZIO: VYes.

MR. HEHL: And that waste is being
accunulated because you don't have any place to ship
it?

MR. SPIEZIO: Right.

MR. HEHL: So what's covering eventual

disposal of that waste?

MR. SPIE2I0: I quess we truly haven't
addressed that issue. We're accruing a cost -- this
is o different area that we ha?en't really got total
resolution from a DCA perspective how this is going
to get treated. |

Typically DCA audit, you can't use
accrued cost any more than you can use a sinking
fund, that costs are costs. $o this inability to
bury has -- wa're on a new frontier with that, if
you would.

Over the next thrce to six monthg, 1
would assume DCA and PCO, ACO, we're going to have
to reach some kind of conclusion on how we're going
to deal with that.

MR. WOOTERS: T think the simpler

question, and maybe the one you'te asking, is that

ALL POTNTS REPOFTING (610) 272-6731

P - .-




10

19

11

12

13

14

15

16

17

18

19

20

2]

22

23

24

46

there's money in the contract to cover the disposal
cost, we haven't incurred that cost and the Army
hasn't reimbursed it.

MR. SPIEZIO0: At this point.

MR. KINNEMAN: &0 would it be fair to
say on a typical waste estimate, you have a hundred
drums, you go to the Army, and say today it's
costing a thousand dollars B drum, s0 I need a
hundred thousand dollars to bury the waste, if
that's the case, they say fine, go ahead. You send
it cff, get an invoice and go fo the Army and say we
spent a hundred thousand dollars, plus whatever the
other things are, and then you get reimbursed‘tor
it.

But you can‘'t say I have a thousénd
drums, some day i;'s going to cost me a hundred
thousand dollars, give me the money and we're done
with it and that's my business risk. If I can get
it done (or 50 thousand, I made 50 thousand. And if
I get it done for 250 thousand dollars, 1 lost a
hundred 50 thousand. [t doesn't work that way?

MR. SPIEZIO: I guess 1 suspect it
will., I guess T don't envision‘that the Army is

going, on this type of production vaste, is willing
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n 1 to go to a we'll reimburse it somewhere down the
2 road. Just the way they work, you do a production
' 3 for 20 thousand pieces, everybody gets paid. You do
4 the work. The Govarnment is not going to want to
5 have contracts for decades. And who knows what the
6 cost is and they've got to deal with it and put
7 funds back in. A reasonable assumptionlis you've
8 got a stockpile for two years and in two years we
9 probably will do %, Y and Z, that's a reasonable
10 number.
11 MR. HEHL: So I gPess what I understand
12 is that for the current proauction waste that you
13 have on hand, that is covered by contractual
14 obligationa to dispose of that wagste as part of the
15 contract.
16 MR. SPIEZI10: Yes,
17 MR. HEHL: You don't have any waste
18 laft over trom other activities that are not covered
19 by it?
20 MS. MILLER: Well the holding kasin.
21 MR. KIHNEMAN: The holding basin, but
22 they said they're going to address that separately.
23 MS. MILLER: And a point of
24 clarification, this clause for the Government, be it
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facilities for production, that really the
abandonment issue is covered under the Defonse
Logistics Agency Handbook, and that this clause
would only cover if the Government is not seeing a
use for that type of material or they're withdrawing
it from the schedule of equipment that they want to
usa?

MR. KING: That's right.

MS. MILLER: So really it's their call
as far as that equipment goes. Like would you be
able to say we don't want to u?e this equipment any
longer?

MR. KING: We would request direction
from the Government on the disposition of the
matevial if we're finished with all of our
contracts.

MR. SPIEZIO: We've done that from time
to time. That's not untried territory. We've done
that.

We could certainly take»a position, and
ve may from a business perspoctive, that even though
wve've got equipwent that could be productively used
for future contracts, because of space

considerations, we want the floor space or something

-
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else, we would approach them on the facilities
contract.

MS. MILLER: So then by saying that
really it's the contract that covers the costs, it's
not only the contract but it's also then this
provision of the Defense Logistics Agency Handbook.
So it's the contract with that that holds them to
cover the costs, it's not just this clause.

MR. SPIEZI0: Well the DOA eliminates
their w«bllity to abandon in place because it's got
hazardo&s material on it. .

MS. MILLER: So it says that they may
abandon, but really with regard to hazarQous
materials, that's not applicable then?

MR. SPIBZIO: Yes.

MS. MILLER: Thank you.

MR. KING: Under tab E is the lettar,
and you might want to just take a minute to read it
over., And wo've also added tha rasumes of the
people that have given us this independent opinior
with respect to the contract language.

MR. SP1EZ70: We probably want to

summarize that fo. ~ rocord at least.

MS. MILLER: And for the people in

va—
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headquarters.

MR. SPIEZIO: And the people on the
bridge.

MR. KING: I think the first paragraph
gives a pretty good synopsis of it. From
Engineering Managenment Executives, Incorporated, in
Alexandria.

They have "studied both our
consolidated facllities contract with ANC Com and
our subcontract with Olin Corporation to determine
the Government's obligation to.clean, restore and
rehabjilitate NMI and Government owned facilities and
equipment which have been contaminated in the
manufacture of depleted uranium products far the

Government, Our revlew was restricted to the post

‘production period.

"It is our conclusion that the
Government is obligated by contract, policy and
longstanding practice to clean, restore and
rehabilitate the facilities and equipment, to
include special tooling and test equipument.
Fn-thormorﬁ, the Government has the tlexibility to
use eit, er the consolidated facilities contract or

the 0l1in purchase order. or both to accomplish the

—— - -—
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work."

That's the essence of their findings.

MR, MAMISH: Now in reaching these
findings, was your contractor -~ did they discuss
this specific issue with the Army?

MR. KING: They --

MR. SPIE210: You might want to talk s
bit about the background of the consulting firm.

MR. JURY: No, we did not discuss it
with the Army. But both individuala that are now
working for EME ware prior Armr employeas, ratired.
So we've both, Darryl Griffin and mysaelf, have a
significant amount of experience dealing in this
1ssue (or the Army and have firsthand knowledge of
what had been done in the past orn these issues.

MR. MAMISH: So it's based on the

history of how these sort of jissues have been

treated?

MR. JURY: And the knowledge of tlLe
regulations.

MR. HOLODY: Xnowledge of what
regulations?

MR. JURY: Federal acquisition

requlations,
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MR. HOLODY: Contract regqulations?

MR. JURY: Contract regulatisns.

MR. HOLODY: So you're saying that if
the Army wevre to see this, they will be in full
agreement with this?

MR. JURY: Yes.

MR. HOLODY: Why {s it that you would
not go to the Army then and obtain the vehicle or
the instrument, financial instrument that our
regulat.uns say you need? I mean isn't that the
crux of the issue? .
| MR. JURY: The problem -~ you know, the
problem in this particular area, the problem hag not
occurred with regard to the need to tlean up the
faclility. 7t hasn't occurred. Maybe 1'm missing
the question.

MR. JOHNSON: This is Tim Johnson. We
have allowed a nuwmber of licensees to use a
Government guarantee, but in each of those cases,
the Government agency responsible was able to
provide us a atatement of intent that they would
provide v.e tunds for the remedjation.

Is there any reason why we can't get

that letter from the Army or Department of Defense
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here? That's all we need.

MR. HOLODY: That's my question
esgentially, stated kettar by him. What is the
problem getting such a letter of intent?

MR. JURY: There may be a problem.
We're dealinq with a future problem, a futire
funding by the Army In this particular area. Tnere
may be a problem getting a letter of intent to say
that we were going to -- we will recognize X amount
of dollars in some future ~- in some future budget,
because it will be funded out ?t current year funds,
As a matter of fact, I think there will be a problem
getting such a letter.

MR. KIKNEMAN: 1 understand that issue,
and that may pres»nt a problem for us, but would you
believe that the Army would say -- essentially what
1 take from your presentation -- I don't amean to
condense it too much ~-- but it is that the Army has
a contractual abligation to properly remediate. As
betwean the contract and the regulations, they must
satisfactorily remediate any hazardous material and
dispose of Government property, even if it's by
saying that we're done with it.

You and they may not agree onrn what it
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costs, but it would seem .o me the Army would at
least agree that they would agree to that, that yes,
at the time as yet uncartain when either NMI decides
not to pursue this business any longer or the Army
is no longer interested in having NMI do it, that
the Army has an obligation -- a contractual
obligation to clean up the equipment and facilities
and restore them in whatever, and that we'll
negotiate with NMI on. And we'll probably do what
we usually do, which is to say your ovarhead's too
high and we'll work that out a?d we'll negotiate on
that process, but we do have that cbligation.

MR. JJRY: That's correct.
MR. KINNEMAN: We're not yet willing to
agree what that will cost because we don't know what
it will be in X nunber of years. 06 you think the
Army would be willing to say that?

First quastion is do you think the Army
agrees with that statement?

MR. JONNSON: Well does the Army agree
with your interpretation of the contract?

MR. HEHL: That's the key lissue.
MR. JURY: VYes, 1 think they will.

MR. JONNSON: TI'm sure you must have

. % — - s gy
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had sone discussions with them on tais.

MR. JURY: I have not had any
discussions with the Arnmy.

MR. HOLODY: So this is your =-- this is
your reading of what the contract is?

MR. JURY: That's correct,

MR. HOLODY: And ir's your belief that
the Army will agree with that reading?

MR. JURY: That's correct.

MR. HOLODY: But you have nho
confirmation from the Army that they agree with that

.
reading of the contract?

MR. JURY: That's correct.

MR. HOLODY: And you've not gone back
to the Arny and asked for a letter of intent to
clean up the facility?

MR. JURY: I have not.

MR. MAMISH: And vour reasoning is
hecause they've fulfilled that nbligation in the
past, you have no reason to believe --

UMR. JURY: With many.‘many contractors
on this same issue. And noraally ~-- you know, in

this case Don mertioned there are two avenues,

.Normally it 1s done under the facilities contract.

- . e ————
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At the conclusion of productjon, the cumpanies go to
the Government and say we have such and such a
prceolen and ask for disposition instructions. And
then the contract -- money is put in that facilities
contract for the cleanup. And that's happened many,
nany times over many, many years. So 1 have no
reason to assupe that will not be done in this case.

MR. HEHL: But that would only cover
about 50 percent ot what obligation you have at KMI
with regard to contaminated equipmeint and things
that the facilities -~ .

MR. RING: The Aray can flow prodnétlon
funds through the consolidataed facilities contract.
So as Jack said, they cnuld use the consolidated
facilities contract to fund the entive effort, if
they chose to.

MR. HEHL: Now this production contract
is -- you're a subcontractor to 01lin?

MR. KING: Righs.

MR. HEHL: And s0 the clauses in here
with regard to obl igation of the Army, is that to
olin.or is that to WM¥I?

MR. JURY: That is in the Olin

conttact, and thosze provisions are tloﬁed down to
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the 0lin subcontractors.

MR. HEHL: And so the uranium, even
though it's furnizned to 0Olin as Government
furnished material, Is it then furnished to you as
Government furnished material or is it fucnished to
you as Olin wmaterial?

MR. KING: Government furnished
material dirsctly to us.

MR. SPIE2I0: Government naintains
title, duves property audits.

MR. HEHL: Okay. Has NMI gore back to

.
the Army to ask about this letter of credit -- or
not letter of credit, but this letter of intent or
interpretation of the cortract?

MR. KING: No, we haven't. We believe
the contracts speak for thamselves. Ana we've had
an independent assassment of that by people who
vrote some of the very policies that the Army is
tnplenmenting today.

MR. HEHL: And certainly no -- nothing
intended, but jt's still -- I guess our difficulty
is it would be better to hear it from the Army than
hear from them.

MR. KINNERAN:. 1 thiunk to put our
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asserting is that there's a contractual obligation
between you and the Army for the Army to pay these
costs. And our problem at the moment is that that's
not a neqhanism that's provided for in the
raegulations, that that's not a mechanisn that we
recognize. It may be valid, and paerhaps we carn
consider that, but at the moment it doesn't meet one
of the boxes that we put in the requlations. That's
not an intent to be bureaucratlic, it's what the

N

regulations say. .

Do you have any differant view on that,
Brad?

MR, JONES: No. The situation =~ I
mean we have situations where we have Government
licensees, and we may be just as certain based on
our regulation that they’re obligated as we night
becone by reviewing these contracts, but the fact
remains even in those situations we require a
statement of intent.

Now 1'm not sure if the belief is the
hangup will be the Aroy putting a specific dollar

amount that they'’re committing themselves to into

such a letter, there may be a way to deal with that

——e—
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if we're sure the letter describes exactly what
activities they'll be responsible for without
specifying the dollar amount. But you know we can
becone just as certain as can be that under this
contract they're obligated, but unless they
acknowledge that, that doesn't really get us
anywhere.

MR. HBEHL: Why don't we go on?

MR. KIRNEMAN: I think we're delaying
you fram your prasentation by questions.

MR. HEHL: Certaiplyf you know, there
are o lot ot good issues are coning out of this, and
we certainly need to explore later.

MR. CRONIN: We just wanted to clear up
one issue though, and that is if a letter of intent
Is suitable, then a contract would be nuch rofe
suitable. We have a binding contract which we
regard --

MR. JOHRSON: Could speak up, please?

MR. CRORIN: VYes. What we're saying is
that if a letter af intent is suitable, a hinding
contract is wmuch more suitable. And that's what
we're trying to say here, that we have contractual

connitments on the part of the Department of Defaense
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that provides nuch rore assurance than sinply a
letter of intent.

MR. HEHL: And certainly I think those
are sone 6i the issues that we need to digest
internally also. X think these are -~ it'’'s
certainly good information, and that's why we're
talking about it. So why don't we go on?

MR. RING: Jack, 1'1ll turn it over to
you on the holding basin.

MR. JURY: GOkay.

MR. HOLODY: Just‘one question before
you go on, who do you deal with on this type of an
issue? If you were to pose this question to an
individual with the Army, who would you talk to that
would say yecah, that is our intemnt?

MR. JURY: 1Initially it would be the
procuring/contracting officer with the Army at Rock
Island who's the contracting officer for the
facilities contract. So i1t you want an
interpretation, you wculd go béck to that
roatracting officer.

MR. HOLODY: And his name is listed in
one of these? What's his name?

MR. HENL: 1t's on the front of the
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| MR. HOLODY: Charles Snith?

MR. KING: The acting
procuring/contracting officer ~- the contract's been
nodified several times. I think the acting is Jin
Munson.

MR. JURY: Jim Munson.

MR. HEHL: Okay.

MR. JURY: We would like to now move
into the holding basin.

MR. WOOTERS: Jacr, excuse me, 1 didn't
nean to interrupt, but some of your background has
come out in earliar guestioning, but I think it
would be helpful for the record just to tell us a
little bit about your background and experience.

MR. JURY: I am a former DOD enmployee.
1 spent 30 years in Government contracts with Air
Force, Navy and ultimately the Armny. My last
position was a senior executive for the Avrmy
Material Command. And 1 was responsible for the
Army Moterial Command procurewent mission. I was
also head of contracting activity for the Army, held
positions as contracting officer and numerous

positions in between.
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My colleagque, Darryl Griffin, who also
worked on these issues under thls study, has 40
years with the Government with -- primarily with the
Arny, and retired as the principal deputy assistant
for research and development and acquisition at Army
Material Command. 1In this book you will see bhis
resume and my vesume and a brief bios. So both of
us have aextensive Army experience.

Mr. Griffin retired the beginning of
this ysar. 1 retived In 1988. Subsequent tc that,
i've been doing consulting HOﬁF in contract issues
and problems, some of them very similar to the
problem that NMI has. So that's a thumbnail
background.

NR. HEHL: Thank you very nuch.

MR. JURY: So wita that I'd like to
skip the ficrst part of these -- the Eirst number of
sheets which tells you who we are.

T'd like to say that EME was contracted
to look at the overall problem of the holding basin.
And during the coursc of that review, we reviewed
all the penetrater contracts from day one and all
the correspondence relating to the holding basgin

problen.
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As I go through, this particular
briefing was put together for tha Pickatinny
Arsenal, we gave it to the Director of Procurement
and one of his division chiefs the 22nd of November.
We also had a subsequent -- we gave this also to
chief counsel at Pickatinny Arsenal. After the
briefing, we alsc left certain pieces of
correspondence which I'l)l mention a little later on,
asking for some Governuwent decisions.

The company has long maintained that
the contents of the holding hafin is Government
furnished property. Our review of that position
alsa concludes that it's Government furnished
property in the holding basin. The material
contains 350 thousand pounds of depieted uranium.
And i{f you recall, it was earlier menticned that the
depleted uranium that was required for produétion
was Government furnjshed.

Currontly, it's in a dehydrated salt
form, but could be recovered and provided back to
the Governwent as in its original form. And I'll
gaet into that a little later. In additiom, it
contains 700 thousand pounds of copper. S$o the

contents, §if you were, have value. They were worth
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1.3 mlllion dollars. With the price nf copper going
up, that could continue to increase.

So the company, you know, it's our
cpinion that the company cannot take arbitrary
action with regard to the contents of that basin and
must go to the Government and ask them what they
want done with it. Do they want it recoveced or do
thaey wont it disposed of. But there needs tao be a
decision.

MR. RINNEMAN: ' Could I'just interrupt
and ask -- 1 don't raeally know, is the copper
Government furnished also?

MR. JURY: Well it came as # result of
the process, and certainly since the Government paid
for the rounds, also they would be entitled to
whatever tha scrap value of copper is once it's
recavered.

MR. KINNEMAN: Thanks.

MR. JURY: The next chart really takes
us through a historical summary. Some of this 1
think you've ﬁeard before, particularly that the
holding basin was created in 1958. That the basin

was lJeqally licensed and permitted,

The original process depended on a

v
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pickling operation for the removal of the copper
jacket on the DU extrusions. This resulted in,
again, the dopleted uranium for the penetraters
which was Government furnished material. And
currently the estimate is that 96 percent of the
contracts -~ contents of the basin resulted from the
DU program. The next chart --

MR. HEHL: That's based on what, a
process valuation for thosa years, or is that based
on a material accounting?

MR. KING: t’'s ?ased on the
production volumes and the volume of neutralized
scrap that went into the basin on a
program-by-progran basis. e have records 2f the
amounts.

MR. HERL: The other 6 pQrcent comes
from other activities?

MR. KING: The other 31 p.:rcent camc
{rom certain commercial -- we have some commevrcial
activities at a very small level associated with
depleted uranium manufacture and some that was
existing prior to discharge into the basin with
Government furnished materials.

MR. VUMBACO: Just let me state a point

- —— N — -
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is that we're talking about material that was placed

in the basin prior to 1985. So even though current
b;siness nix may be significantly different than in
the past, we;te talking about accumulation of
material that was prior, from 'S8 until 1985. 1In
the fall of 1985 i{s when we ceased usa of the basin
and we capped the basin.

MR. HEHL: And I guess the contention
is that that's covered under previous facilities
contracts or the existing facility contract?

MR. JURY: This pfrticular i1ssue would
have to be handled under the production contracts.

It does not flow tc -- and again this is a reading

that came out of correspondence with the Army, and 1

did have discussions with the Army on that point,
that any relief given by the Army would be through
the production contract rather than a facilities
contract. 1Tt's a production {ssue.

MR. KINNEMAN: So that would be
through ==~ becausc production contracts -- the
facilities is Kind of general, whereas production

\
sends ne a thousand of this at this price.

MR. JURY: This mater{al was generated

as a result of the production process.
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MR. HEHL: Those contracts are
presumably closed, right?

MR. JURY: There is still an open
production contract.

HR. RBEHL: Aside from the OIin?

MR. JURY: VYes.

MS. MILLER: But that open production
contract has been renegotjated since the close of
the basin, 1 assume. The contract's for L{ive years.

MR. JURY: There have been saveral
product 1on contracts issued to NHI since '85.

MS. MILLER: You ;aid that the one
that's open, are thave any that are open that waere
started when the holding basin was still open?

MR. SPYEZIO: There's ons.

MR. KING: Yes.

MR. SPIEZ10: We, by intent, have left
that as an opoh contract just bacause of this issue.
It's an open cost plus that actually has residuals
that went into the basi~. But again {rom a
contractual) viewpoint, not having one of those open
then you've got tn reinvent the wheel and get
another one.

MS. MTLLER: But ! would assume that it
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would only have coverad the production for the
amount that that production contract was for, you
know, lika say if you have 2 thousand «-

MR. KINNEMAN: It sounds to me like ~-
let him go through the presentation and we can ask
that question at the end.

MR. JURY: The next chart gives a
pictorial of the penetrater process flow, the
production process flow and shows at the oval -- the
ovals on that chart show where the scrap occurs and
the type of scraop. And aqain..l won't dwell on that
chart.

As support to -~ the nekt chart, as
support to the position that the material in the
basin is GFM, the Government was aware of the
process, they did know what was being generated, the
scrap that was being generated and going jnto the
basin, they were aware of it and approved it. As 1
sald earlier, NM1 has always taken the position with
the Government that it's GF¥. The Government has
never taken exception to that position, nor bave
they issued directions for disposal, nor have they
accepted NMI proposals with regard to disposal. In

essence, the Govermsent's been silent.
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MR. HEHL: Are you going to address
those proposals?

MR. JUR?: Yes. HNMI has not -- the
Army has made several jssues that NMI has not
submitted claims with redard to cleanup of that
basin, and that is true. The company has never
really had a basis for claims. What we're now
putting togsther and what we've got with the Army is
a request for disposition of that material, that
Guvernment -~ residual Government furnished material
and the cnst for removal and c}eanup of that
material.

Depending on that decision, we would
then, you know, if they come back and say yes, vwe
agree, it's Government furnished material, and we
agree with the dollar figures ard there's no
problem. 1In the event that that does not occur,
then the company has other actions to bhe takan with
regard to claims. There's several avanuas of claim
to the Government. As was said, there's 2*ill one
cantract open.

The next chart indicates your concern
and states concerns with regard to removal of the

basin con’*onts. And keep in mind again this was not

— -
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prepared for NRC but was rather prepared for the
Army. The company feels there's no immediate threat
to the environment, that the problem is contained
within the basin ard has been contained for many
years. There have been adeguate raecords kept, and
the consulting company went in and looked at those .
records. So there has neen -- there has been
records maintained.

| A number of approaches, and again
thore's some variance in the dollar figures. These
were the dollar figures that w? looked at from a
consulting standpoint that if KMI had sole
responsibility, had no Government support,'had to
use a commercial landfill, - into problems with
NRC with regard to time del assessmenis,
whatever, it could amount to parhaps 20 million
dollars.

MR. VUMBACO: Let me just jump In there
tor a momont then. The principal costs associated
with .hat that provides the biggest delta between
the aumbers that follow relate to the Massachusetts
Management Boatd (ee, the assessments cver the next

several years from the standpoint of establishing an

instate -- an instate solution, whether that's an
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instate burial facility. And basically that's a
significant portion of the 20 million dollar
estimate. Again, these are estimates.

MR. HEHL: So this is for disposal,
theoretically, at a Massachusetts developed low
level waste disposal site?

MR. VUNBACO: Or whatever the solution
is for Massachusetts, vhether that's regional.

MR. JURY: Okay, ihe 11.4 willion
deollars relates to a chemical separation and
recovery process that was deve}oped by the company
wherein they could reclaim the depleted uranium and
the copper in a prucess that was funded and paid for
by the company.

The 5 million dollars relates to an
approach where the Govarnment would assume
responsibility for -- recognized the company's
position with regard to GFM, would pick up the costs
assocjated with transportation, the removal,
transportation and burial, that would amount to 5
million dollars. Of that, NMI is looking at 3
million dollars to be funded in that outstanding
contract, in that open contract. That 3 willion is

part of the %, That would be the cost to NMI.
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MR. VUMBACO: Excuse me, the reality of
the sjtuation is in terms of disposal that thé utah
facility, which is a facility that is well suijted
for this materjal, and we've bgoen through this a
number of times with your stafl, that the Army's
practice in terms of the use of the facility is that
they get a preferred rate which is significantly
less than the commercial rate for such disposal on a
per unit volume basis. And again which is reflected
i1n the ditference between the NMI do it on their own
versus the Government. So therets rwo ° —-atitls from
the Government participa jon.

NR. HEHL: 1You're . .«*ng that of the 5
million cost, that's 5 mili-w.: tor the burial costs
and then additional 3 ' iilion?

MR. KING: No, the 3 is included in the

MR. JURY: Thn;'s part of that that 3
rillion is what would be funded under the contract.

MR. KINNEMAN: The other two would just
be paid directly?

MR. JURY: The other twe would have to
be funded by the Government for transpcrtation and-

urial,

- - —— — —
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MR. VUMBACO: Like they had recently
done with the disposition of the 24 pieces of
eﬁulpment where they paid directly to the Tennessee
contractor, they would pay directly te the Utah
contractor. From the standpoint of disposal, they
would usc a Government bill ¢f lading in order to
move the material to the Utah site.

MR. SPIEZIO: Another difference in the
decomwissioning numbers that are in the package,
these are also loaded. These are carrying overhead
rates, facilities costs, etc. Depends on the

.
audience. There's & real cost number and then
chére's billable cost numbers.

MR. HEHL: This chemical separation
recovery, now that's t*e net recovery value; in
other words, that's once you are able to extract and
1 guess recover this 1.3 milljon in that?

MR. SPIEZ10: Right.

MR. HEHL: So that's an &ddition.

MR. KINNEMAN: 1If I could, T thought T
understood Lrom your previous -- some of the othet
submissions, 1 can't point to it right at this

second, that you've pretty well abandoned, not that

there's any problem with the process.
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MR. SPIEZI0: The Government has
abandoned it. Their preference seems to be with
burial. Certainly the economics of burying this

versus reprocessing shifts to burial. This is more

environmentally friendly, and we were in hopes that

- they could use it at other sites. The net effect

would be a savings to the Governnent.

MR. JURY: Although the Government has
not provided that to the company in writing.

MR. SPIEZ210: Verbally they've said
their choice s burial.

.

MR. JURY: The unsolicited proposal
that was provided to the Government by the conmpany
was returned with the statement that it was not
appropriate to be handled under the facilities
contract so it was returned. But the proposal was
never rejected; ish't that correct?

MR. KING: That's right.

MR, KINNEMAN: Let me make sure I
unugrstand the sequence, because 1 think it's
documented elsewhare. VYou sent in an unsolicited
proposal undetr the facilities contract for the

chemical separaticn recovery, using your Denver

process, and the net cost of that was 1.4 milllon
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dollars. And that was returned with, as I
understand, two things, one, there -- the official
finding is this is not appropriate under the
facilities contracts, go back and resubmit under the
production contract, and that was I guess in
writing. And the verhal was and we don't want to
sea the reprocassing, we think you can -- it can be
done lots cheaper.

1 don't know whether you provided those
numbers ov they did, but i{n some way you came -~
snomabody came to the concluslqp that there would be
about half the dollars spent if it was disposed.

And the other argumaht aside, environmentally
friendly, they said verbally give it back téo us --
if you give it back to us, don't give it back for
reprocessing, give it back disposal. 1Is that fait?

MR. JURY: Yes, that's fair.

MR. HEHL: Was there an issue on the
reaidual contamination with the coppoar?

MR. VUMBACO: That's still an open
issue in terws of an amendment request. However,
that was discussed when we had several presentations
vith the Army about the Denver process.

When you rate the riskiness of a
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particular technology, that was certainly one of the
things that was a relatively high risk, because we
had no answer from the standpoint that the

petitions -- in fact | don't think we submitted the
petition til) well after the earlier presentations
to the Army, so it was out there hanging as a high
risk itenm.

MR. KINNEMAN: And that;s still an
important -- that's an important issue for
productio:

MR. VUMBACO: Thﬁf's correct.

MR. KINNEMAN: No matter how this
decision is mada.

MR. VUMBACO:; That's correct.

MR. KINNEMAN: Okay.

MR. JURY: The next chart talks about
an {ssue with regard to a letter that came through
congressional channels reqgarding the holding basin.
The Assistant Secretary of the Armpy, back in June,
provided a letter to the Congrassman, indicating
that the Army would recognize, basically recognize
some liabilfty, but only under certain conditions.
And those conditions came as a result of some

inaccuracies with regard to their reviewing at that

mrp—— -
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level the holding basin situation.

There was an issue that said that NMI
had previously been given an opportunity to recoup
costs for cleanup through overhead. That was not
factual. NM1 has never been offered that
opportunity. And an allegation that the company
daclined the offer because at that time they were
tnto a competition and .to include those costs as
overhead would throw them out of the running for the
laraer share. Jt was a split-type award. Not true.

They also indicaﬁ?d that the coupany
was looking for a lump sum settlement. Agalin, not
true. The company would be willing to start this
program and for the Army to fund it incrementally
over a perliod of time.

They'also indicated that if they funded
it. it would oe unfair to their competitor, Aerojet.
And currently there is an ongoing competition
between Aerojet and NMI, being run by Olin. 1It's a
subcontract competition. They said, you know, it‘we
provide relicf to NMI, it would be unfair. Again
that's -- that Is not accurate.

MR. HOLODY: This letter is to whom?

MR. JURY: This was a letter that went

— v -—
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to Congressman Meehan as a result of Congressional
inquiry. 7T think you may have a copy.

MR. KINNCMAN: You've previously
supplied copies of it.

MR.>JURY: Tae point of ruising this is
that there arn inaccuracies in that letter. The
other thing the bottom line of the letter said,
"Notwithstanding all o1l the above, the Secratary's
office would be amenable for the company to include
the costs of cleanup in their current proposal in
the ongoing procurement." .

’Well, you know, from my view that
implicitly recognizes some Government liability with
regard to this problem. Otherwise they wouldn't be
wvilling to pay for it through overhead or an; other
way. But the real problem, as far as ffon a
practical standpoint, it's very tight competition.
If the company ‘nuludes the cost of cleanup in that
bid, they probably won't win the bid so they
won't -- so0 in that instance they wouldn't recoup
the money to get on with this thing. So it becomes
a very impractical way of settling the issue. But

the point of it is the letter does recognize

liability, from my viewpoint,
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MR. VUMBACO: Also that volumes that
have bwaen procured are very small relative to years
ago in terms of the absclute dollar amounts. So
it*'s just impractical to apply this.

MR. KINNEMAN: 1Isn't it also true that
that may not be a split procurement?

MR. JURY: That's exactly right. You
know, it proposes a split procurement, but as soon
as you say it will be a hundred percent award,
particularly in today's anvironment, it's goina to
be a hundred percent award. L?u offer is going to
win that thing.

MR. KINNEMAN: 1It's not going to be the
old days where the low bid qeté 60 c¢cr 65 percent of
the contract, and tu preserve the market, the other
one gets 30.

MR. JURY: They would only split the
awarl) i€ it's more economical to split. And
obviously in this climate today, 1 can't sec where
that would occur.

MR. KINHEMAN: Somebady is going to be
low bidder.

MR. JURY: Somebod* 1s gaing to be low

bidder and take the whole thing, either NM1 or
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Aerojet. So the bottom line of this thing is
there's got to be sﬁne other way for the Government
to provide the funding.

MR. HBHL: And that's where your
November 22nd prasentation came in.

MR. JURY: The naext chart identifies
the actions. You know the company has long
wmaintained it's Government furnished material and
they’ve taken all the actions over time to maintain
it as Govarnment furnished material. And the
bullets of. this chart deacribe.thnse actions.

For the telephone community there,
they've kept records on the GFM usaqe, they've kept
records on the¢ basin contents, they provide physical
security, they*ve covered the basin with hypolon, a
p];stic to prevent leaching. They've Kept track of
any prnblems with ground water through jnstallation
of test wells ahd they‘ve monitored both wataer and
air extensively over that period of time.

Also they've -- 1n the next chart, as
we earlier Imlicated, they've moved away from the
pickling provess and developed a machining process
to remove the copper jacket. We've talked about ¢°

recovery prncesé that was developed at corporate

s v v 4 et N v CASER AL PRI R WP MR e @ e cmc cm—eea.. W e S e .-—.-...J
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expensa, that's there i{f the Government would chose
to recycle versus dispose. And they hav; qualified'
the basic conteant: for bulk disposal.

.The next chart is a synopsis --

MR. HEHL: Now the waste that's
generated in the current process, that is what we
talked about as Cac as the wastes curreﬁtly on hand?

BR. VUMBACO: Yes. A portion of it. A
portion of jt. BSasically what we're talking about
is the waste from the production line, which is your
typicai waste associated vith the manufacturing
line.

But a subset of that would be this
aiternate process thac would place the discharge of
the neutralized pickling liquors to the basin years
ago. This is the sulphurlic acid peroxide recycling
facility. There are certain amount of materials
that have te be bled off at stream. We use a closed
loop system basically to cvaporate solids and the
like that really are resjiduals currently from the
altarnate process that replaced this nitric acid
etching or pickling operation years ago.

MR. HEIL: All those production wastes

are currently heing strred and are considered under

I
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your production contract?

MR. VUMBACO: VYes, fromn '86 forward to
the tinme that Barnwell closed. Those materials did
go to either Barnwell or to Envirocare.

MR. KINNEMAN: So the cost for that was
included in the contract?

MR. JURY: Yeah. And there is specific
language 1in the production contract that recognizes
those costs for low.level disposal.

MR. KINNEMAN: That's different than
when you were runniag the basi:\. Because while the
fate was ditterex.tt, nominally there's no difference
betweaen the discharge to the basin and the discharge
to the 55-gallon drums which then goesi offsite,
which is ths question I asked * fore, which I
recognize t was a slightly different question, but
wvhy wouldn't the answer be well, gee, you know, when
you were ruanninyg that process discharging into the
lagoon. we paid you for disposal of that stuff. The
fact that you decided not to do it, that's up to
you.

MR. WOOTERS: 1It's not disposzl. That
remains Government furnished material in our

possession.

— e e o —
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HR. KINNEMAR: Okay. Bui I guess
that's your belief ils that it was not, but why is
that the case? Why is the stuff that copmes off the
sulfuric acid recycling line waste which you are
paid to dispose of, and the stuff that, very
similarly produced, went out into the holding basin
was not?

HR. VUMBACO: The volumes are
significantly less to begin with. And I think it's
a temporary storage faclli<vy.

HR. KINNEMAN: I.F sorry, I didn't nean
to interrupt.

MR. VUMBACO: It's a good point.

MR. RINNEMAN: 1I'm sorry, I didn't mean
to get you off the track.

MR. JURY: I don't know, did you get an
answar to that question?

KR. KINNENAN: VYes.

M¥R. JURY: Jf we go to the next chart,
and agasin we've already touched on this, that the
company has invested a significant amount ¢1 money
to find these alternate technologies, upwards to 8
million dollars, and that waa to move to a nachine

process rather than the old process that generated
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the contents that are in that holding basin, and
also costs assaciated with protection of that
holding basin contents all these years.

And you also heard that the basin
process was discontinued in 19385. From a Government
oversight standpoint, as you're aware, there is an
NRC license which controls the four classes of scrap
coning off that line. Each class of scrap is baing
mixad with generally sand, placed in drums and
buried at licensed landfills.

The contract itself, the contracts over
time have provisions vhich iné;rporated the contents
of the NRC license, required records to be
maintained, provided provisions with regard to
disposal of the low level radjoactive scrap that we
just talked about at Covernment expense. The open
contract has these provisions.

They required -- there were provisions.
which required Government approval of those
processes, so that the Government did Kknow in fact
what was being generated and how it was being
handled. And they also did provide the standard
lan :nage with regard to property admintstratiog.

So the records were being kept, the

- - - - - s - “1- Gawn s e wemn ew- - - e——
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inventory -- residual inventory was being naintained
properly and the Governuent had full krowledge of
ic,

The next chart, the Governnent has
never refused its owner -- refuted {ts ownership.
A5 a nmatter of fact, NMI's coupetitors in the fleld,
they have subnjtted claims to the Governnent, and
the Governmen? has vecognized those claims for
reicbursement of the appropriate cleanup costs. 1In
those instances, the claims were not submitted as
Governnent f[urnishad property..

In the case of the Aercjet contract,
that was clearly a cleanup job. There was major
contanination in the holdinz basin or pond, but
nevertheless, the Governrent did recognize 72
pet.ont of their competitor's cleanup costs., The
same thing with Natjonal Lead of Albany.

MR. RINNZMAN: Could I just stop you
there and ask you why you think the Kational Lead of
Albany cleanup is relevant? Isn't that belng done
under DEO, under a Conqgressional directive as
opposed to an Army discretionary?

MR. VUNBACO: Correct. 1It's not Aray,

it's DEO. Basically what we're saying is it's
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Government, not necessarily Army on this slide, but
the Government has never Not --

MR. KINNEMAN: Let me ask tha guestion.
1s the raason for Government liability the fact that
it was Government furnished material or any of the
contractual obligations that were discussed here
today, do they have anything ro do ~--

MR, VUMBACO: 1I'm ﬁot sure exactly, but
I have sowme famjliarity with the situatian, because
early on 1 had worked there for a short period of
tine, .

MR. KINNEMAN: 1 didn't mean to call
upol, that.

MR. VUMBACO: Basically there was DU
penetrater work conducted there early on in the
program ~~ well early on in the large caltiber
program.

MR. KINHEHMAN: I was not aware of that.

MR. VUMBACO: And competition basically
forced the company to look at other areas of
business. And *hat facility lingered for a couple
or three years hefore it was the subject of a piece

of legislation whereby the property was transfe. red

to DEO stawardship unider an energy and waters bili

- ——— m—
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sope years ago.

MR. KINNEMAN: Yeah, that's what I
mean.

MR. VUMBACO: I guess all wve're trying
to say here is that the Government had
responsibility and they fulfilled that
responsibility by giving it to DEO. And DEO,
through its subcontractor, basically maintained the
tacility.

MR. KINXEMAN: ORay. But I guess just
to ~- you don't assert that any of the contract

»
provisions here worked to have that -~

MR. JURY: Na, we have ~-- you Know, the
approach that we're taking here, the Government =--
or the contractor has several approaches they could
be taking with the Army with regard to getting
redress and direction for cleanup. We chuse to seek
that redress under the property claur» and the
changes clause of that contract Eather than throwing
this into a dispute or rather than going to sone
extraordinary relie” such as under Public Law 8504.

But: nevertheless, those avenues are

still open to tae company. This is the approach

. that's being proposed, would require. no litigation
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on either side.

MR. KINNEMAN: Okay, thanks.

MR. JURY: So with regard to Government
ownership, it's never bmen refutad. To the
cantrary, in certain areas under the coatracts, the
Governnent has provided relief, particularly in the
low level radioactive waste acca.

So the bottorm line proposed resolution
is that the Government or the Army provide direction
for disposal, whether you want it recycled ox
wvhether you want it disposed qf. whether they give
the company that decision. Then at the same time
we'vre asking for equitable relief under the contract
as cited in the Government property clause which
relates to the changes article of the contract.

As I said, if you go to the next chart,
there are certainly other avenues for claim open to
the Government. If the Governhment should come back
and say we don't feel this is Government furnished
properties for whatever reason, then certainly the
company has an avenue 1or dispvrte under the open
contract under the disputes provision,

If tne company faces a dire financial

burden, as they will it the Governmant does not
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Lo waetiom we

provide relief, then Public Law 3504 is another
avenua of relief, seeking extraordinary contractual
action through the Arny Secretary’s otfice.

There are also some relatively new
procedures vhich could be pursued. There's now an
alternate disputes resolution where the company
could seek arbitration with the Goverament. And
again it could —-- this thing could be resolved at
some high level executjive agreement.

The point of this chart is saying to
you that even though the Goveﬁpmont rejects the
current proposal that's on the table, there are
other ways to go for them to find their money.

So in summiry, it's been a longstanding
problem. We recognize -- the company recognized the
concarns of NRC and also the State agencies.

They've made a longstanding effort to mininize the
impact and the cost to the extent of spending their
own naney to find alternative processes., The
Government has treated other controctors, to the
extent that they've provided relief, and
particularly with regard to compctitors of NMI. And
1 think ultimately the Government will step up to

that 1i-bility and responsfbility and it will have

e mewe e - w -
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to do the same with NMI, whether it's through the
vehicle that's now in place or whether it's in sone
litigation.

1 think ultimately the Government is
going to have to recognize the liabiljty that they
have in this case. Hopefully they'l]l accept the
proposal and letters that are in place.

! maid earlier at the same time we gave
this briefing, the end of November, we also left a
letter with the contracting officer which highlights
essentially what we went over }n the briefing, and
asked for < decision within 30 days.

Subsequent to that, we have heard that
a marit team has been established by Pickatinny, and
they are actively looking at the issues in here. My
own opinjon is that I think they‘'re looking for
woney. That's an opinion.

MR. HEHL: When do you anticipate 8
decision?

MR. JURY: Very shortly. 1 would say
with the holidays coming up, probably the first part
of Januvary.

M5. MILLER: And Harry Santa is the

contracting olficer for this issue and Jim Munson is
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for the facillities contract?

MR. JURY: Santa is the PCO for the
production contract, and of éourse he's located at
Pickatinny Arsepal. Jim Munson is in Rock Isiand,
Illinois.

MR. HEHL: Now the production contract
on the 81C0323, does that have the same wording as
your current contracts? [ mean that's what you're
pursdinq.

MR. KING: No, it doesn't. We put some
excerpts from that contract iQ the back of that, but
the full contract is not in there. It's only to
show that the contract ils funded. 1It's a cost
reimbursable type contract. We didn't put the full
text of the contract in there. We could give you
that.

MR. HEHL: How about the same wording,
that might be lmportant from the standpoint that
you're --

MR. KINMEMAN: I think the question
he's asking is thebuording that yovu relied on for
saying that this contract -~ this new proposal uill
be accepted, is that similar to the wording in the

contract, the current contract, protection contract?
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MR. KING: It has the same Part 4S

Government property management provisions.

MR. JURY: The other thing I might say
to you, at the conclusion of the two briefings that
we gave up there, there were no exceptions taken to
the position at that time. They left it that they
would take it under advisement and get back to the
company. But there was really no vocalizing of
objections to the conmpany's position.

MR. HEHL: Now the two presentatjions
you made there was -~ .

MR. JURY: This same presentation was
given to both the Bill Stank and Joe Parker in the
contracting office at Pickatinny. And then the
brieting was also given to chief counsel to the
legal office at Pickatinny. And in naither -- there
ware ho comments from either audience as to either
negative or positive, but merely they would take it
under advisement and get back to us.

MS. HILLEK: Now I think the point was
made that you felt that the contract was more
aubstantial than a statement of intent for the

current contracts. Did you ask for a statement of

intent for'the»holdlng basin since you don't have --
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because you only have the one open contract? Was
that considered as a separate issue?

‘MR, JURY: Well 1 think that letter
that accompanies that and is in this package is a
request of intent. We're saying what do you want to
do with the stuff in the basin, it‘'s yours,

MR. KINNEMAN: What would the form of
the answer be then? #Haybe that's the -- assuming
they find this proposal sﬁtisfactory, how will they
tell you that and what will it look like?

MR. JURY: They'l} come back and say =--

MR. SPIEZ10: Here's 2 hundred thousand
dollars.

MR. JURY: They'll either give the
company a letter which says we want you to do thus
and so with that material, or they'l] give them a
change aorder under contract, a modification of that
contract that gives that direction and the funding,
appropriate funding.

The company did recognize that it might
be more palatable for the Army to incrementaily fund
this program. 1t's very, very difficult -- it would
probably be very difficult for them to come up with

the 5 million dollars out of current year
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.appropriation. They can get on with this effort for

a smaller amount of money to initiate that effort.
So «- and that secemned to be very -- strike a very
favorable response at the time we talked to thenm
about it. We mentioned an initial funding of 2
hundred thousand dollars.

MR. HEHL: Now the 5 million dollar
estinate for the Government or the Army that the
Army rates for disposal, is that a viable route for
you to process, package and send this stuff to
Envirocare? .

MR. VUMBACO: Yes. On the basis that
ve have prequalified the material a couple of years
ago where we actually have taken -- we did a
sampling study years ago where wa removed about 20
thousand pounds of the holding basin, the material,
in order to go into the Denver process
charactaerization and pilot project. A portion of
that material did go to Utah. In fact was interred
ot the burlal site in Utah. So it has been
prequaljfied. It has been accepted fr;m the
standpoint of their requirements.

MR. HEHL: And the characterization of

the holdiag pond shows a very homogeneous mixture of

- - - * o e
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this material?

HR. KIRNEMAN: Thaere's two -~ There's
really tvo levaels, right?

HR., VUMBACO: Yeah. When ve removed
the 20 thousand pounds or the 10-ton sample back in
1 believe 1990, what we did with that material is we
came up with a sowmpling plan that would account for
any variability of either vertically or horizontally
the material. And upon the moving of those 51 core
samples, we basically homogenized the material so we
came up with a representativé Patetial for =-- well
first and foremost was a representative material
that we could develop a technology for.

Obviously if you were to develop
something, you needed to make sure that it would
work on the entire 35 hundred cubic yardé of
moterinl. So out of that came the sample or the
small amount of material, it was about a cubic yard
of material, about a third of a cubic¢ yara or
about -~ wall a certain portion went to Utah. Well
that material came out of the homogenation process.

So 1 think we had a suitoble sample for
characterization and (it with the Envirocare of Utah

site acceptance criteria.

—
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MR. KINNEMAH: I think what I was
referring to, and you're right, 1 agree with that,
Frank. But there's really very -- grossly two
layers. There's the actual discharge layer which
would be removed and could potentially be recycled,
and then there's thé subbasin gravel, which is much
lower in concentration which but still requires ==
in fact it wouid not be appropriatae for recycle.

MR. VUMBACO: Correct.

MR. KINNEMAN: And does the cost
estimate include both of thOSﬁ?

MR. VUMBACO: Yes, it*s all inclusive.
3L hundred cubic yards. of noldinq basin conteat per
se, plus the 1% hundred cubic yarde of what we think
from the standpoint of the subbasin gravel report
that we submittaed to you, that assumes a 36-inch
depth below %he actual content, the sludge itself,
J&6 i1nche< below that is thls 15 hundred cubic yards.

So the proposal includes the 5 thousand
cubic yard total to qo to Utah in two diffaerent
transportation pachages. And we got into the detail
with the estimate. And T think thare's some -- the

backup was provided to the Government in terms of

the cost of those two different types of containers.
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So we did include the subbasin gravel.

I think our polint was that we were
shooting for an unrestricted raelease level at the 35
j:gzrocuries per gram ipr order to cover the subbasin
gravel,

MR. KINNEMAN: Just as a point, I can
naver absolutaly promise an action, as I mentioned
to you before the meeting, the indication we‘ve had
from our internal consultants is that we'll be abls
to shortiy give you indications that we think the
characterization is adequate for you to go ahead and

.
develop a remediation plan for the besin. We have
other questions about ground water which we'll
transmit to you. But that would perpit you to go
ahead and develop an actual remediation plan for
submission to us.,

MR. HEHL: Other questions?

MR. VUMBACO: We just wanted to
summotrize I guess.

MR. KINREMAN: We have some questions
when you're dane with everything.

MR. SPIE2J0: I think our summary

position 18 that we think there's contractual

language in place that demonstrates obligations on

- P Ve e - PeE———— ¥ = P - o c—
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the part of the jovernment to take out facilities
and equipment ant¢ decommissioning costs. We do have
a multi-step plan of atrtack, if necessary, on the
basin.

1 think the Army's already demonstrated
responsibility for it inm that they've told us we
could put it in billing rates on future contracts.
That's just not a solution that we want to go>with.
That we are in compliance with the decommissioning
reguirements in that we don't think this is a matter
that needs further escalation ?t this time.

MR. KINNEMAN: Just actually one or
two, one is that in reviewing a lot of the
information submitted in the demand -- in response
to the demand for information, we noted that thofe's
an entry that indicates that there's a 1.3 nmillion
doilar reserve for the holding basin. Could you
just comment on what that is? Is that real money,
an accounting kind of entry, and why is that in
there?

NR. SPIE210: The nillion 3 is a P and
L numbor. It's a number that went tuv expense in
1991 with an offret in a reserve account. (t's not

a cash item. Thore isn't a million J there
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available for anything. 1It's an accounting
related -~ you do exposures on what your low, nid
and high exposures for all kinds of things from an
audit perspective, and we arrived at a million 3
being a reasonable number for the basin.

MR. KINNEMAN: So is that just a
reflection of tha fact that that's a potential
ljability to the company?

MR. SPIEZIO: Yes, exactly. You Know
from a tinancial standards point of view, it's a
different problam on the basiﬂ than this one, but it
relates to the same subject. At what point is it
somebody's liability. That point grows ever nearer.
The million 3 is a reflection on our part that a
liability is there that is between us and the Army.
But it's not a cash -- it isn't a cash vehicle that
might --

MR. KINNEMAN: That's what I was -- s0
there's not a million 1 in the bank somewhere?

MR. SPIEZ210: Na, there isn't.

MR. KINNEMAN: Okay, thank you., Do you
<~ant to as% heédquarﬁers :f they have any questions?
Tim, does ;our group have ary que-tions?

Are you tinished vith ynur
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presentation?

MR. SPIEZI0: Yes.

MR. KINNEMAN: Tin, does your group
have any questions?

MR. JOHNSON: HNo, we don't have any
questions.

MR. KINNEMAN: Brad?

MR. JONES: No, 1'm fine.

MR. HEHL: Okay, why don't we take
about a five-minute break and allow us to caucus for
a couple minutes, see if we haye anymore questions.,

MR. KINNEMAN: I have one §ther, if 1
could ask now.

MR. HEHL: Sure.

MR. KINNEMAN: Jusi you mentioned -~
this is just kind of an orientation question for
us ~~ you mentioned, and of course wa looked at your
statements, that business hasp't been as good as you
would like it recently. And 1 know that we've heard
that there's been some layoffs. Can you just give
us a sense of where you're at now in terms of hovw
many employees you have and how business is going?
you soid something 1 found interesting, that you

think next year you're in the cycle of improving.
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1 MR. SPTEZiO0: NMI is down to a

2 population of about a hundred 20 people. We're down
b/ hundreds from what we were.

4 MR. MAMISH: And that ircludes your

5 South carolina?

6 MR. SPIEZO: No, there's another 40 in
7 South carolina.

8 MR. MAMISM: 1n addition to the hundred
9 20?7

10 MR. SPIEZ2IO: That's corraect. '92 we
1 saw a significant dropoff. '93 we posted a pretty
12 substantial loss. '94 we have yaet to post that

1) loss, but it will be much higher than *'93 was,

14 reflecting a downturn in business. Our financial

15 poasition is still reasonably good. You know, the

16 balance sheet remains firm.
17 The outlook for business is qood; I

18 think we've truly hottomed and are on the rebound.
19 But some of the strengths wa had a few years ago in
20 terms of cash position, etc. will take several years
2] goinq back in place.

22 MR. RINNEMAN: When you say

23 improvements in business, again Jooking at your

24 yearly reports and things like that, do you expect
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more of your business to come from the non-uranium
base?

MR. SPIE210: VYes, we do.

MR. KINNEMAN: So you're really
aexpecting improvement in business to come from the
non~licensed activities?

MR. SPIEZIO: At the same time, you
know, there's a multi-year large caliber penetrater
contract. wé're bidding on that, 1It's certainly
our opinion that work will not be split, that either
Aerasjet will receive that conﬁract or we will. And
then I think there will be a move to decommission
somebody.

That's something we didn't draw on in
our discussion, but that's certainly an issue for us
that as we move through this process, you know,
Acrojet doesn't -- our observation is Aerojet
doesn‘'t suffer the same burden we do. 1 assume
they've got a parent company guarantee iﬁ place for
decommissioning. There's no issue {rom an NRC
perspective. That's just my assumption. I don't
know that as tract.

But every time we got into thete

discussions with you or the demanrd for information,

e m o - T P PO @ oo - — . -
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Aerojet runs to tha Army and says hey, these guys

are struggling, we're a big guy, they're a little

quy, they've got losses. It hurts us businesswise

significantly, and it concerns our private sector
customers.
b¢a7"&¢~ -l

You know, bridiineg aluminum, a product
that we're trying to bring on line that wa're a sole
supplier of, it's an instrumental part of the
aerospace industry. When you're a sole supplier and
people are running around saying hey, there's all
these issues, it makes them ngfvons. It impacts our
ability. To some extaent this process pushes us in a
direction of being less able to provide financial
assuvrance because it creates that uncertainty in the
marketplace.

MR. MAN1SH: When do you anticipate
that the daecision on this new contract would be?

MR. SPIEZ10: HNarch.

MR. HMANTSH: March cf this year?

MR. SPIEZ10: March or April.

MR. MAMISH: Of *95?

MR. SPIEZJO: VYes. .

MS. MILLER: 1 also gsaw a statement in

one of the attachments that you expected perhaps a
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statement of intent an 1995, Is that really in
connection with how the new contract would be worded
se that there would be some wording for
decommissioning liability or whatever?

MR. SPIEZIO: Well I think we certainly

‘expect a position on the basin this year. I think

one of the problems in discussions we have with
various Army people, they don't want to talk about
decommissioning. There's contractual coverage, you
ought to be worrying about getting the contract.

MS. MILLER: BDut you had opened up
saying there wosn't a requirement at the time when
you went into the work, so now there's a new
contract out, is there wording then in the proposed
contract that would more clearly discuss the role of
decommissioning in the new contract, that type of
thing?

MR. SPIEZIO0O: No. The request for
guote came dcwn consistent with what it's besn for
the past two decades. The reality of the situation
is had we turned that -~ in our response to that
tequest for quote, made it an imperative thing that
this kind of thinq be covered, we probably would

have been considaei«J as non-responsive to the bid

- ———
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process.

M5. MILLER: Thank you.

MR. SPIEZIO: Ol1lin might be able tn
carry that clout and they may not. But for us .
somebody that'ﬁ got to supply that quote,
unfortunately that's just not how those thinge
really work.

MS. MILLER: 1 didn*'t know 1f you -~wre
trylng to make a point of how things were dirftsrent,

MR. SPIEZ10: Now 1 think our poain,
there really is that had thesﬁ rules been in aftact
when we started doing penatrater work when initially
solicited by the Government to do that work, we
probably ~- had they been having these discussions
and that knowledge then out front, we would have
said hey, that's all well and good,'buﬁ you've got
to be more speciftic.

Instead, you know, thay came to us
soliciting that we get in that line of business, we
did. The facilities and the contamination occurred
then after the fact. A rule changes, the structure
wasn't set up to accomnodate that.

MS. MILLER: It's now the bid process.

MR. SPI£Zi0¢ Right.

-y v——
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MR. HEHL: Now under your current
contract though, on indicate that 1 guess this
production waste that you've got stored right now,
why Isn't that going under Army contract to
Envirocare?

MR. VUMBACO: It's an excellent
guestion, but it's not practiced. 1It's not the
practice of ~- on the basis of the way the Army has
interpreted the Low Level Waste Policy fmendments
Act is that the waste that is generated frum the
standpoint ot disposition is téed to the generating
facility per se. The same exact th{ng would happen
regardless of whether it's private or commercial
waaste going to a processor, such as an ASCG, that
regardless of who ovwned the material, where the
material was gaenerated becomes the -~ for the
purposes of disposition becomes tﬁe place where it's
tied to.

MR. HEHL: So why do you think the
holding basin is qgoing to be able to go to
Envirocare?

MR. VUMBACO: Because this is a

Government furnished nmateria) as opposed to a waste

“from production activity.
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MR. HEHL: 1 thought you wvere
interpreting the current waste as Governmpent
furnished materisl also.

MR. KINNEMAN: Forgive me, Frank, but
I'm not sure that 1 agree with your answer as you've
explained lt to ma at other times. Doesn't it have
to do with the agreaments between Envirocare and the
Northwest Compact under the Low Level Policy Act,
the reason that you can't send production waste?

MR. VUMBACO: That's part of it as
well, and that's going to chan?e. And 1 may have
misrepresented part of the productionvcontract.
Waste was allovable a few years ago to‘Envirocare.
But on the basis that the holding barin is a
remediation project that there are allowances or
provisions for the Northwest Interstate Compact
Commission to adait that type of waste into the
compact site. So the production waste wouldn't go
there. That's been a recent change,

MR. KINNBMAN: At one time It did go
there?

MR. VUMBMCO: Yes. On the basis of the
characterization of that waste being a bulk, low

lovel, certainly concentrated, on the basis of thelir

- -
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license with Utah, that was allowable. But the
Northwest inteyr.tate Compact Connission decided that
that wasn't i .!'+ spirit of the Low Level Waste
Policy Amendme.. .. Act from the standpoint of trying
tc get other ragions to develop thuir own solutions.
And they basically cut us off with regard to that
type of production waste baeing accep.2d at a very
substantial -- substantially lower rate for burial.

MS. HILLER: The states were all
seeking this type o. agreement and all the Armed
Forces would not allow it, .

MR. HEHL: And you anticipate getting
some sort of determination on the current production
waste from the Army at some point?

MR. SPIE210: I think there's going to
have to he a conclusion reached batween the ACQ, DCA
and the contractors. We'r. kind ot . a éollision
course on that subject. You can't use accrued cost
as part of an allowable cost péckage unless the Army
says hey, we want to take that waste and go here, go
there with it. 1t's not got to be an accrued cost,
So 1t's got to be resolved. 1t's a near term thing

that will have to be resolved.

Like this new contract on a multi-area
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A~2 buy, there will be a fairly significant level of
wasté boing generated. There's going to have to be
some guidelines, some agreements reached on hov it
is going to be dealt with. You know, as a
contractor, you certainly won't take that work with
no ability to bill and no assurances that by the
time a8 site gets opened or disposition becomes
appropriate that they have obligated the funds.

on f(ixed price work, if it's truly a
coapetitive bid, one of the things DCA evaluates is
the appropriat * .« of the bii'process. Accrued
costs really j: ¢ cne of those things. So it will
get attention 1 would think in the next six months.
We probahly will be forcing the issue to some
extent. We're certainly billing those accrued costs
fovr lack of anything else to do with it. If we had
a site available, they would be in the ground.

MR. HENL: So you're currently billing
for the --

MR. SPI1EZ210: Well we will bill when we
ship, essaptially that will be part of the residusl
billaing.

MR. VUMBACO: We're at a very low

_praduction rate. And typically when we bill, Don,

- ———
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correct ne if I'm wrong, you produce a guantity of
product as basically a truckload quantity, and when
we ship that, that's when we bill.

MR. SPIEZI0: Well we take progress
biliings. But the essence of it 1s until you raally
closae it out, you can say this bill versus bill, Lut
it's kind of just all in there. And it affects
our -- it obviously affects not only our billings te
olin, iv affects general Governmnent overhead rates
as the waste cnsgts flow and various components. SO
it's an issue DCA has got to ﬁ?me to some resolve ir
the Cairly near future. We'd like to be able to
bury it. You know, if it gives other people
heartburn and they can help resolve that by making a
place to bury it, that's a good thing. We have nc
way to’deal with it.

MR. VUMBACO: Let me just summarize so
people understand the amount of wasta that we're
currently genaerating is a very smal! fraction of
what it used to bhe. Even if you look at on the
basis of similer volume, similar quantities of
penetraters being produced, because we introducd a

number of processes over the years, including a

waste seqregation, including. some specific
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‘using less material going in. So the guantities

coming out are very small compared to what they used
to be say in the early '80s when we were wrapping up
with three or four different prograns.

So illustrative of that i{s the fact
that since Barnwel! is closed, we have only 80 sone
drun: that are in storage at the existing facillity.
So it won't be the case in terns of a multi-year buy
over the ¢ourse of the three or four yerrs, because
that is a substantial producti?n cantract. So we
don't see any near term concern relative to health
and safety with regard to the onsite storage.

MR. SPIEZIO: I assume your main point
there though is that as that inventory builds,
there's a financial assuredness aspect there?

MR. RINNEMAN: Exactly.

MR. SPIEZIO: T think right now it's a
very minimal, certainly something we've all got to
be cognizant ol, depending ow what the future holds
and how these things are going to be dealt with., We
wouldn't see under the current contractual
arranaomént that that's a liability thre GoVernment4

would have.
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As | would see it, they'll develop a
billing mechanisn in an approved audit process that
says yes, that's a rcasonable estimate of allowadle
cost, here's your money, we're out of the picture.
And wo would loo: at some kind of appropriate
funding mechanisr for that.

MR. KIRNEMAN: Do you want to caucus
for a few minutes?

MR. KINNEMAN: We'll go off the record
now. |

(Briel receﬁf.)

MR. HEHL: I guass two things that 1
guess vwe decided -- we really don't have any other
questions at this point in time. Two things we'd
1ike to ask you to provide to us, perhaps by Express
Mail when you get back, and that is if you have
the -- if you have the wording that you referred to
in the DLA regulations precluding the abandoning of
the hazardous material, we'd like to, if you could
send us that, and also the wording out of that open
contract from the previous production that went into )
the holding pond, the associated wording with regard
to the sgimilar type tbat you pointed out in the new

contract.
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HR. KING: Sure.

MR. SPIEZI0: No problem.

MR. HEHL: That would sort of help us
in deliberations. I think that®s about it.

MR. KINNEMAN: We lave two
adpinistrative things we have to do.

MS. MILLER: Another administrative
matter, in practice, J know it's our favorite
subject, we'll treat these as proprietary
Information, but we'll need an appiication to
withhold the documents as uell'as an affidavit. And
then again, you know, some of the things are already
public, so you may wan. to submit at that time a
redacted versién and then we'll pake a determination
on that and then give you 30 days to review our
determination.

MR. VUMBACO: Fine.

MR. KINNEXKAN: And while we said we'd
give back two ot the copies, because of the way
you've presentd it, if you wouldn't mind, we'd like
teo keep all threes, And we'll treat them all as
proprietary. That way we can sand one to

headquarters and share. the information.

MR. VUMBACO: That's fine.

ALL POINTS REPORTING (610) 272~6731
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HMR. HEHL: ©Dan, wvhy don't you go ahead
and talk vwhere we go frem here in terns of -~ from
an enforcenent standpolnt. '

MR. HOLODY: As we said at the
beginning of this meeting, this is an enforcement
conference, which is a2 meeting that we called to
decide whether and what enforcament action we might
take.

You had gone through your enforcement
' itory for the last 10 years for some technical

, ues. You mentioned a couple Level 4s and I think

a Level 2 and a civil penalty we had issued back in

the '8 time frame. This conference is for the saxe

purpose. I think back in '83 Qe had a similar
conference for the issue that existed at that time.
| And what we wjill do is take what you've

told us totay, we'll go over the information you've
presented and then deternlne what action we should
be taking or whether we should be taking an action
at this time.

The options available to us are
basically three-fold. We can i1ssue notice ot
violation, which we hLad done i1n the past. ¥You

mentioned the Level 4s. We an issue a civil

ALl, POINTE REPORTING (61D) 272-6731
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penalty, or probably the most significant action,
which we have done in cases like this, is we can
issue an order, or we could suspend the license or
nodify the licénse or revoke the license id the
worst case. 4Ye'll make that decision and wae'll get
back to you on that decision.

Whatever action we do take, I will
point out that if we happen to issue any civil
penalty or any type of an order, there will be a
press release with it. We'll send you a copy of
that press releasekprior to iisuance. When 1 say
prior to issuance, it will be a couple hours before
it goes out. You'll get a copy of the action before
i1t hits any medla wires. Whatever action we take it
will spell out in the document itself what you need

to address as part of that response.

Do you have any questions about the

‘process?

HR. HEML: It wil) probably be sone
period ol time. We usually try to get back a
reasalution within a month, but 1'm not sure in this
case, There'’s a lot of information here and it may
take us lonqger to work through it. But certainly as

we qgo through that process, as we qgo through that

— . - v - - «—e . . —— . Y e W . T VW
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nrocess, if we hive additional neads for
information, we'll be back in touch with you.

This 1s certainly kind of an unusval
situation from the standpoint that it°'s really a
detaernination as to whether you are or are hot
currently complying with the regulations, and so
that may take a little bit longer.

I think certainly the information
presented today has been very, very helpful. And we
do appreciate you coning in, and we'll certainly oe
bﬁck in touch. Anything else? 1 think we're done.

MR. KINNEMAN: Do yov have any conments
or closing remarks?

MR. CRONIN: You sajd you had a letter
that rajsed some issues that you didn't want to --

MS. MILLER: Yes, it's right here.

MR. KINNEMAN: We weren't going to
forget it.

MR. CRONTIN: All right.

MS. MI1LLER: And some of it you
discussed already about the diEfterent
decommissioning numbers, but if you put it on that
docket filo and the specific reason why there's

different costs.

b s aman b —— W f— C—— ——— - —— & -

ALL POINTS REPORTING (610) 272-673)

— s — - —— s - = mar e -




10
1}
12
13
14
15
16
17
18
19
20
2]
22
23

24

e ———— e L e ey fe— e

117

MR, KINNEMAN: I think actually you may
have -~ 1 would prefer I guess that you read the
guestion and answer the question. I think you've
answered it, but I'd rather, since they're, as 1
remember, there's not 25 guestions in there, there's
tvo, it would be better if you ansvered the question
and that way we'll be clear.

MR. VUMBACO: HWhen would you like to
see a.response to this?

MR. KINNEMAN: The standard time.

MS. MI1LLER: Actuglly it's in response
to cwo other affidavits and applications for
withholding of information, and one of them has to
do with the deconmissioning funding plan.

MR. VUMNBACO: Okay.

MR. KINNEMAN: Anything else you’'d like
to say before we close the record?

HR. VUMBACO: I think in summary we
certainly agree with you that this is an unusual and
complex situation. And we certainly thank you for
your time as well. And hopefully we can resolve
this thing as we qgo forward.

MR. KINNEMAN: Thank you very much.

{Proceedings closed.)
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