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Charles E. Rossi, Director

Division of Operational Events Assessment
Office of Nuclear Reactor Regulation

U.8. Nuclear Regulatory Commission

M/S 11-E~4

Washington, D.C. 20555

RE: Information Notice No. 89-56
Alloy & Carbon Steel, Co.
Mr. Louis Mikosh, President

Dear Mr. Rossi:

Thark you for taking the time to discuss this matter with
me today.

As we discussed, I shall be presenting to you in the near
future my proposed Supplemental Statement, correcting factual
inaccuracies that are set forth in the Information Notice,
particularly those portions of the Attachment which have already
been withdrawn, modified, or otherwise corrected during the course

of pretrial proceedings before the U.S. District Court for the
District of New Jersey.

For your information, in the meantime, I enclose a copy
of the United States Department of the Navy Suspension Memorandum
dated June 26, 1989,

L
I look forward to working with you on this most important
matter.
er, 8,
WILLIAM C. CA Y
WCC:bap
Enclosure

cc: Mr. Louis R. Mikosh
President, Alloy & Carbon Steel, Co.
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DEPARTMENT OF THE NAVY
THE ASEISTANT SECRETARY OF THE NAVY

(SHIFPBUILDING AND LOGISTICS)
WASHINGTON DC. 20860 BOOO

JUNZ6 1988

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr, Thomas Syms
94 Tennisson Street
Cartaret, NJ 07008

Dear Mr, Syms:

Pursuant to the procedures in Subpart 9.4 of the Federal
Acguisition Regulation (FAR) and Subpart 209.4 of the Department
of Defense FAR Supplement, copies of which are enclosed, the
Department of the Navy is suspending you from contracting with
any agency in the executive branch of the Federal Government,
The basis for this action is set forth in the enclosed
Memorandum,

The suspension is for a temporary period pending completion
of legal proceedings, unless sooner modified or terminated
pursuant to the procedures in FAR 9.4, and will be effective
throughout the executive branch of the Federal Government,

During the period of suspension, offers will not be solicited
from, contracts will not be awarded to, existing contracts will
not be renewed or otherwise extended for, and approval or consent
will not be given to subcontracts with you (where such approval
or consent is required), unless the acquiring agency's head or an
authorized representative determines in writing that there is a
compelling reason to make an exception. During the period of —
suspension, no Government cofitractor may enter into a(s'ibcontract
equal to or in excess of \$25,000 with you unless there is &
compelling reason to do s ‘he contractor first notifies the
contracting officer and further complies with the provisions of
FAR 9.405-2(b). Further, during the period of suspension, your
employment with any other organization doing business with the
Government will be carefully examined to determine its impact on
the responsibility of that organization as a Government
contractor or subcontractor. Suspended contractors are excluded
from conducting business with the Government as agents or
representatives of other contractors,

Within thirty calendar days after receipt of this notice,
you or a representative on your behalf, may submit, either in
person or in writing, information and argument in opposition to
the suspension, as set forth in FAR 9.407-3(c) (5).

fincerely,

Enclosures



DEPARTMENT OF THE N VY
PepIcE OF THE ABBIBTANT SECRETARY
@HIFBVILDING AND LOBIBTIC)
WASKINGTON DC 10000 0000

‘
MEMORANDUM FOR THE ASSISTANT SECRETARY OF THE NAVY FOR 'J (,13
SHIPBUILDING AND LOGISTICS

Subjs SUSPENSION OF LOUIS MIROSH, WILLIAM LANZA, THOMAS SYNS,
HAMILTON VAZQUEZ, DEAN LANZA, ALLOY CARBON AND STEEL
COMPANY, INCORFORATED, MEREDITH CORFORATION PRESSURE
VESSEL NUCLEAR STEEL

BACKGROUND s

On 4 May 1989, in the United States District Court, District
of New Jersey, the subject companies and individuals were
indicted for various crimes related to their participation in a
consp .acy to defraud the United States.

The indictment alleges: The subject companies were
subcontractors that provided steel to Navy shipbuilders and ship
repair contractors, The subject companies falsely represented
that they were providing steel that met military specifications,
as ordered by the Navy prime contractors, when, in fact, they
knew they were providing commercial grade steel that did not meet
military specifications, Among other things, the subject
companies falsified markings on the steel, altered certified test
reports provided by the mills that manufactured the steel and
prepared false test reports., The subject companies knew that the
steel they were providing would ultimately be used by the Navy.
The conspiracy ran, approximately, from April 1984 through August
1985, The companies accepted payments totalling approximately
$52,093 for steel which they knew did not meet the required
military specifications,

Mr. Louis Mikosh was the President and Chief Executive
officer of Alloy Carbon and Steel Compamy, Incorporated (Alloy
carbon and Steel) and was also Vice President of Meredith
Curporation, Pressure Vessel Nuclear Steel (PVNS). Mr, William
Lanza was the Vice President of Alloy Carbon and Steel and the
president of PVNS. Mr, Thomas Syms, Mr. Dean Lanza and Mr,
Hamilton VazqQues were, respectively, the purchasing agent for
Alloy Carbon and Steel, the Vice President of Operations for PVNS
and the quality control manager for PVNS,

The subject firms and individuals were charged with
violating the following sections of Title 18, United States Code:



Louis Mikosht

Wwilliam Lanzat

Thomas Syms:

Hamilton VazqQuezt

Dean Lanza:

Alloy Carbon and
Steel Company:

PVNS:

one count in violation of Section 371 =~ )
conspiracy to defraud the United States.

four counts in violation of Sections 1001 and

2 -~ false statements,

four counts in violation of Section 1341 - mail
fraud.

one count in violation of Sectionmn 371 -
conspiracy to defraud the United States,

one count in violation of Sections 1001 and 2 ~
false statements,

one count in violation of Section 371 -
conspiracy to defraud the United States,

two counts in vieolation of Sections 1001 and
2 -~ false statements,

one count in violation of Section 371 -
conspiracy to defraud the United States,

ten counts in violation of Sections 1001 and
2 -~ false statements,

one count in violation of Section 1341 - mail
fraud,

one count in violation of Section 371 ~
conspiracy to defraud the United States,

nine counts in violation of Sections 1001 and
2 -~ false statements,

eight counts in violation of fection 1341 -
mail fraud.

one count in violation of Section 371 =

conspiracy to defraud the United States.

four counts in violation of Sections 1001 and
2 - false statements,

:ou: counts in violation of Section 1341 - mail
raud,

one count in violation of Sectiom 1371 =~
conspiracy to defraud the United States.

ten counts in violation of Sections 1001 and
2 - false statements,

eight counts in violation of Section 1341 -
mail fraud,



IMPACT ON THE NAVY: ‘

The subject companies and individuale knowingly provided
steel which did not meet Navy specifications and concealed the
true nature of the product they provided from the Navy and
others. The Navy was potentially at risk since the Navy relied
upon the product being what the Navy had ordered, when, the
product provided was not what was ordered.

DISCUSSION:

The criminal violations with which the subject companies and
individuals have been charged indicate that these firms and
individuals are lacking in the honesty and integrity necessary to
do business responsibly with the Federal Government., FAR 9.407~
2(b) states that indictment for violations such as those with
which the parties have been charged constitutes adequate evidence
for suspension, The Government needs to be protected from doing
business with the subject companies and individuals, pending
completion of legal proceedings. The causes for the suspensions
of Alloy Carbon and Steel, FVNS, Messrs, Mikosh, William Lanza,
Syms, Vazquez, and Dean Lanza are FAR 9.407-2(a) (1),(3) and (5).

RECOMMENDAT ION3

The Debarment Committee recommends that Mr, Louis Mikosh,
Mr. William Lanza, Mr, Thomas Syme, Mr, Hamilton Vazquez, Mr,
Dean Lanza, Alloy Carbon and Steel Company, Incorporated and
Meredith Corporation, Pressure Vessel Nuclear Steel, Le advised
that the Navy is placing their names on the procurement section
of the Lists of Parties Excluded from Federal Procurement Or
Nonprocurement Programs in a suspended status for a temporary
period pending the completion of legal proceedings, unless sooner
modified or terminated pursuant to FAR Subpart 9.4. During this
time theese companies and individuals will be precluded from
contracting with any agency in the executive branch of the
Federal Government,

Recommend that you approve this course of action and sign
the accompanying letters.

RAVY DEBARMENT COMMITTEE

¢41QZ' 44- 1422

Chairman
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OFFICE OF NUCLEAR REACTOR REGULATION

July 20, 158§

NRC INFORMATION NOTICE NO, 85-56: QUESTIONABLE CERTIFICATION OF MATERIAL
SUPPLIED TO THE DEFENSE DEPARTMENT BY
NUCLEAR SUPPLIERS

Addressees:

A11 holders of operating 14censes or construction permits for nuclear power
reactors,

Purpose:

This information notice s being provided to alert sddressces to & possidle
grob\om with the certification of material furnished by Meredith Corporation,

ressure Vessel huclear (PYN) ané Alloy & Carbon Steel Company, Incorporsted
(ALLOY) of Hiliside, New Jersey., It 15 ¢xpected that recipfents will review
the information for epplicebi)ity to their facilities end consicer actions, e
eppropriste, to svoid similar prodlems, However, suggestions contafred in this
{nformetion notice do not constitute NRC requirements; therefore, no specific
pction or written response s required,

Description of Circumstances:

On May 4, 1985, the U.S, Department of Justice, District of New Jersey, fssued
{nformation that corporate officers for PYN and ALLOY were fndicted for their
elleged roles 1n selling commercial-grede steel os military-grade stee) which
wes used to build and repair V.S, Navy submarines and surface ships, The
27-count indictment rendered on May 4, 1589, by 8 Newark Federa) Grand Jury,
charges the defendants, sume of whom are presently employees of PYN, with
substituting cummercil{-grado stee) for military-grade stee! and fruudu1ent1{
documenting the substitutions as meeting military specifications, From Apri
1984 through August 1985 the defendants allegedly caused nonconforming steel to
be shipped to Department of Defense contractors, The defendants allegedly
falsely marked and stenciled steel, created false documentation bearing the
Yetterhead of various companies, falsely altered manufacturer issued certified
meterial test reports ( ltz. ceused fraudulent chemicel and physical test
certificates to be prepared for tests that had not been performed, and prepared
folse certificates of conformance (C of Cs) for steel that did not conform to
purchase requirements, Attachment 1 contains a copy of OVERT ACTS from the
indictment that dentifies faulty documents, heat numbers, and manufactyrers'
names,

8507140274
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During NRC {nspections of PVN conducted the weeks of November 2, 1980 and
February 1, 1589, three examples of sateris) supplied to ASME Section 111
recuirements without adequate basis were discovered. In a)) three cases PVA
purchased stock material and sold it as meeting the requirements of Section m
without gariorn1ng the uparoco testing required NCA-38E7.4(e). In addition,
1t was 6180 noted that PYN had altered s received from Americen Tank and
Fabricating Company (ATF), On materis) ATF had purchased from an ASME Quality
Systems Certificate (QSC) holder s stock materia) and oubaoquontI; s01¢ to
PYN, PYN had removed ATF's name from the *Sold To" and "Shipped To' blocks of
the CMTR an¢ {nserted PYN's name and address. Besed on the indication that the
materfa) was purchased déirectly from an ASME 0SC holder, the customer would not
be Yooking for upgrede testing resuits nor suspect the naterfa) was not ¢n
conformsnce with code requirements,

On June 13 end 3¢, 1988, Virginia Power conducted an sudit of PYN, The audit
exsmined & semple of purchese orders which consisted of 16 safety-reloted
purchese orders, encomgass1ng 30 {ndividual Yine 1tems of various types of
safety-related materials, The 16 safety-related purchese orders were {ssued
between Scptenbar 1, 1588 and May 4, 1985, From the semple of 30 1ine items,
Virginta Power auditors determined that 1n 3 ceses PYK purchesed materia) from
unepproved suppliers and 1n 17 ceses PYN supplied commercial grede materiel,
‘n )l 20 cases, PVN certiffed that the raterial met a)l the requirements of

Irginia Power's purchese orcers, {ncluding Appendix B to 10 CFR 50, However
chere 48 no indicetion that PYN took any action to determine that the matcriu{s
supplied were suitable for safety-related applications prior to gertifying the
material met the requirements of Appendix B,

Addressees may wish to review nuclear procuremants from these vendors to ensure
that appropriste bases exist for the use of PYN or ALLOY supplied material,
Further, addressees may wish to contact the stee) mills fdentified as the
manufecturer of the procured materials to confirm traceability of the materia)
and to inform one of the NRC technical contacts 1isted below of any materials
fdentified as not originating from the manufecturer fndicated in the documen-
tation or having materia)l properties different from those indicated in the
documentstion. The NRC is interested in obtaining {nformetion on mpterial
suppiied by PVN or ALLOY in which discrzﬁnncios have been found that are
similar to those described above or in the indictment described in Attache
ment 1. The NRC is particu1ur\{ {nterested 1n discrepancies discovered as o
result of independent verification testing of chemical and mechanicel prepere
ties and informetion on recent procurements.

Addressee audits of material manufacturers and suppliers which include & review
of the basis for certifications provided by vendors and the supporting tests
and records of traceability can prevent problams such as those discussed above.
Addressees may wish to review the adequacy of previous vendor sudits and their
gonorul vendor epprova) process in 1ight of Information Notice No, 88-35,
Inadequate Licensee Performed Vendor Audits® and the above information.
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No specific action or written response 15 required by this information notice,
I1f you have any questions sbout this matter, please contact one of the techni.
ca) contacts 1isted below or the Regional Administrator of the eppropriate

regional office.
% . Ro séﬂmur

s
Division of Ovrmonn Events Assessmant
0ffice of Nuclear Raactor Regulation

Technica) Contacts: ?gg«;; E;;i;&;;?. KRR
a0 mis 1-£

/%5{3&35 b35p 3
Heaadimivant® g u.S. Wk
Attachmants: IVM

1, Overt Acts
2. List of Recently Issued KRC Information Noticos W

'1.

. pJ™ *




Atuchlg ot 1
1K B~

JU))’ 20, 158§
Toge ) of €

QVERT ACIS
In furtherance of the conspiracy and to effect the
{1legs) ebjects thereof, the following overt actes were conmmitted:
700D SHIPYARD PURCMASE ORDER NUMRER SF-16€371

1. On of &bout June 18, 1985, defendant Alloy teceived
an order from Todd Bhipysrd (*Tode*), specifically Todd Purchase
Order Sr-16373, which celled for, among other {tems, two pleces of
gteel plate with dimensions 3/8° x §6° 2 240° onéd 3/8° z H6* 2
120°, Specificetion MIL-B 22¢V8 Crede HT.

2. ©On or sbout June 20, 1988, dcfendant Thomes Eyms
{ssued Alloy Purchase Order Rumber 5118 to Levinson Steel Conpany
for, among other itoms, two pieces of Mraricen Socliety of Tosting
Meterials (°ABTN®) ASBS plate with dimensions 3/78° x §6° = 240°
end 3/8* 3 SE° = 240°.

3. On or asbout June 28, 15088, dafendant Alloy received
the stee)l from Levinson for Purchase Order Number 5318.

¢. 1In or sbout June 1988, defondant Alloy received
Certified Mi11 Test Reports indicating that the 3/8° plate
mentioned in the preceding parsgraphs was manufoectured to ASTM
ASES specifications, heat number FO0402, by United States Steel
Corpototion. .

S, On or about June 27, 1988, defendant Louis Mikesh
signed a Certificate of Test, which he caused to be supplied to
Todd, that indicsted the thres-eighths inch steel plate wos
profuced by Phoenixz Steel Corporation te n!L-s-zzili.
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Attachment 1
Page 2 of €

itade HT specification, haat number 95372, knowing full well thet
this was o folse anéd fraevdulent statement,

CRAFZ MACHINE WORES ORDER NUMRER 2PIQJ0A-2

. In or about Decemdetr 1984, defenfant PVR received sn
order from Crafs Machine works (*Craft®), oréer number 27187007,
which celled for, among other dtems, the fellowing pleces of steel!

MIL-B-1611) 1*286*2l20° 0LINTI1L
MIL-§-16112 11/2°206%2120° 1183322

7. ©On of sbout Doconboar 13, 1984, dofendant Memilton
Vesgues signod IVK's sales ordor nunder 015237 indiceting that PWVN
was shipping stcel of military spocificetion in . fulfilimant of the

Craft ordar.
8. In or cbout Dascnbor 1584, defendant PVN {ssuad

Certifiod Mil) Tost Roports to Craft feor the military
specification stcocel desecridod in Ovart Act € whon in foect the

defendent PVK hod shipped conmoreisd grade stoel to Craft,
9. In or about Narch 1985, Craft notified defendant PVN

that independont tosting perfornmad on the steel shipped to Craft
indiceted thet the FVR supplicd steel was deficiont as military

specification steel. L ‘
10. ©On or about March 18, 1988, defenfast William Lancs

snswered Craft's lotter and offored to have the stepl retested.

o — - -
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11. 1n ot about June 1988, dafensant Mamilton Vasgues

Lcaveled to Newport News, Virginip to arrange for new testing of

the disputed steel but no test wis pertormed.

2Ll_lBHLll_l_Allnﬁ1AIll_2Hl:llll.ﬂlﬂll.lﬂllll.lll

12. ©On or about October 18, 1204, Tim Jhuler &
Associstes (°Tim Bchuler®) ordered from dsfondant Alloy on
purchase order nunbes «t1, smong other dtems, 130 pieces of 3 2
3° x 1/4° 3 20' steel anples, with military specification

MIL-8-22696D, Grade ANIIT.
13. ©On or sbout November 12, 1904, datendant Alloy

shipped Tim Bhuler 130 pioces of structural ctoel, eech piece
measuring 3* x 3* 3 1/4° x 20, poreing heat number 81672 and
putporting to be MIL-5+226908, Grade ANIGT Closs U,
‘34, On or sbout lovombar 13, 1984, Cofondent Louls

.o8h signed an Alloy Certificate of Test cortifring that the 130
pieces of steel bearing host numbar 81672 wasp militery
specification steel and thet the cortificate of test was & true
copy of 8 test report on file at Alley when, in fact, he know that
certification was false ané frsudulent and & forgery.

18. Orn or sbout Novemder 32, 184, defendant Alloy
provided Tim Shuler Associates with @ forgad and froudulent
Atlasntic Steel Company Certified Mill Test Ruport for heat numbes
lxlva.!alluly cortifying that the stesl Alloy was providing to Tim
Shuler was military specification steel whon, in truth ané in

goct, it was commercial grade steel.
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DIVERSIZIZD METALS INC. ORDER NMAZR 2843
16. On or about Nay 3, 1984, Diversified Metals placed

on order with defendant PVN on putchase order numbar 1548 for 2%

pieces of 3/8° 3 4° x 20' steel Bars, with military specificotion

MIL-S-201668, Crafe HT.
17. On or about May 2, 1984, PVN issved a purchase order

number 8573 to Atco Steel Compeny, for 25 pieces of
3/8° 2 4° 2 21' flst bar, conmorciel specification ASTM ASES.

18, On or about Mey ¢, 1984, defondant Daan Lance signed
2 PVN Certificate of Test certifying that 25 picces of steel
bearing hest number ALOS) was nmilitery specification steed end
that the certificate of test wes 0 true copy of & test report on
file at PVK when, in fact, he hoow thet cortification was folse
and fraudulant,

15, On or ebout May ¢, 1904, defondant PVR provided
Diversified Maotals with 8 forgoed end frovdulant Atlentic Steel
Compeny Certified Mill Test Report for hest number A1053 falsely
certifying that the stes) PVN wis providing to Diversified Motels
wes military specification stoeel when, in truth and in fect, it

was commezcial grade steel,

BLANE DOCUMYETR 4
20. During the period of this Indictment, defendant

Louls Mikosh, improperly and wrongly kept blank Atlantic Steel
Company Certified Mill Test Repotts im his office which he
pericdically caused to be forged so to falsely certify commercial
grade steel was military specification steel.
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21, Duting the period of this Indictment, defendant
Louis Mikosh improperly ané wrengly kept blank Amsricen Duresu of
Shipping documents 4n his office which he pericdicolly coused to
be forged 80 to certify that steel he was shipping complied with

ABS standacrés.,
All 4n violation of Title 18, United Btates Code, Secticon

Inl.
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- COUNT. 4 |
1. Pecagrephe 3, and 3 through 13 of Count 1 of this
Indictment are reslleged and incorporated ss though set forth in
full herein, A : ve's 1 T 99
3. On eor about May 30, 1985, in Millaide in the District

of New Jersey and elsevhare, the dofondants

LOUIS MIROSK and
ALLOY & CARDON BTEEL, INC.

in n‘mattot within the Jurisdiction of s dapartmont and sgency of
the United Gtatos, thet 4s, tho United étltcl Dopartrant of
Dafanse sné the United Statos Novy, did hacuingly end wilifully
mekr ond use ond couse to b2 nodo ond usod o folos, fictitious cnd
fravdulent stetomant oend seproocontation ond d4¢ nake and use ond

;,  ©3use to be node end usod 8 frloe w:£t1n|:and é::uniai knewing the
documant end uriting conteincd o false, fictitious end freudulent
stotomant and catry im that tho dofondents providoed l.lbtitl.
Bothlehem Stood Certified Mill Tost Report to Colonnas Bhipyard
knowing full wall that the hoot numbar and lpoeltlcotlog 1isted
thereon were not the true hest numdar and spocificetion for the
steel shipped to Colonnas EBhipyard. _

In vicletion of Title 18, United Btatos Code,

Sections 1001 and 2.

| — ——————



