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,e ,' UNITED STATES OF AMERICA
i ATOMIC ENERGY COMMISSION

ATOMIC SAFETY AND LICENSING BOARD

In the Matter of )
)

CONSUMERS POWER COMPANY ) Construction Permit
) Nos. 81 and 82

(Midland Plant, Units 1 and 2) ) (Show Cause)

INITIAL DECISION

I. INTRODUCTION AND BACKGROUND

1. On December 3,1973, Consumers Power Co. (Consumers),

by Order to Show Cause, was ordered, by the Atomic Energy

Commission's Director of Regulation, to show cause why all-

,

activities under Construction Permit Nos. 81 and 82 for the

Midland facilities, Midland ~ Plant, Units 1 and 2, should not
;

be suspended pending a showing by Consumers that it was in

compliance with the AEC's regulations governing quality

assurance, and that it would continue to comply with such
1* regulations throughout construction. Consumers was granted

construction permits Nos. 81 and 82 for the Midland Units !

by Initial Decision of an Atomic Safety and Lic ensing Board i

issued on December 14, 1972. This Initial Decision was ul-

|

J

\

|

,. _. _ . _ _ . _ _ . ._._.._.._.__[ . _ . , _ _ . . - . . _ . . _ - . . . . - . . . - . - . . .



. _ _ _ _ _ _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ -

' ' *
__

,

,' -:2 -"

timately affirmed by the Atomic Safety and Licensing Appeal
1/

Board (Appeal Board) after a series of decisions on exceptions

taken by certain of the parties to the construction permit
2/

hearing proceedings.

2. During the review process, the Appeal Board, because

of the history of the failure of Consumers and its architect-

engineer, Bechtel Corp. , to observe required quality assurance
3/

practices and procedures, imposed certain conditions

on Consumers relating to Consumers' quality assurance

program. These conditions, which the Appeal Board termed as

a " predicate for the permits now to remain in effect," called

for Consumers to file periodic reports, either with the

Appeal Board or Staff, on Consumers quality assurance acti-

vities. The Appeal Board requested that, for its information,

copies of all reports required to be filed with the Staff be

forwarded to the Appeal Board by the Staff on a timely basis,

1/ In re Consumers Power Company (Midland Plant, Units 1 and
2): ALAB-100, RAI-73-2,58(Feb. 12, 1973); ALAB-101, RAI-
73-2,58 (Feb. 20,1973); ALAB-106, RAI-73-3,182 (Mar. 26,
1973); ALAB-115, RAI-73-4, 257 (Apr.17,1973); ALAB-123,
RAI-73-5, 331 (May 16,1973); ALAB-132, RAI-73-6, 431

'(June 28,1973) ; ALAB-147, RAI-73-9, 636 (Sept. 18, 1973);
ALAB-152, RAI-73-10, 816 (Oct. 5,1973) ; ALAB-160, RAI-73-11,
1002 (Nov. 26,1973) !

2/ ALAB-152, supra
3/ ALAB-106, supra at 186

;

1
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together with any comments that the Regulatory Staff may have.

The Appeal Board also indicated it desired to receive Staff

comments on the report required to be filed directly with

the Appeal Board, and these comments were requested to include

the results of any Staff inspection of Consumers. The Appeal

Board also indicated it would closely monitor the activities

of Consumers and its architect-engineer, Bechtel Corp. , with

respect to Consumers' quality assurance program. These

specific conditions were set forth in the Appeal Board's

decision of March 26,1973 (ALAB-106, supra) .

A. The December 3. 1973. Order to Show Cause

3. The Order to Show Cause issued by the Director of

Regulation specified several instances of non-compliance with

quality assurance requirements. More specifically, the Order

to Show Cause stated that Commission inspections had revealed

Consumers' nonconformance with quality assurance program re-

quirements involving concrete work, had revealed inadequate

record-keeping, and had revealed serious deficiencies asso-

ciated with Cadwelding operations. Cadwelding is a process

i

!
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for fusing together metal bars used in reinforced concrete

construction, and represents a critical step in construction
*

of the Midland facility. The Order to Show Cause also re-

ferred to a memorandum, dated November 26, 1973, from the
.

Atomic Safety and Licensing Appeal Board to the Director of

Regulation, which pointed to certain deficiencies in Consum-

ers' implementation of its quality assurance program, and

urged that appropriate enforcement action be taken against
-

.

Consumers. The Appeal Board also referred to the conditions

it had imposed on Consumers in ALAB-106, and the history of

the failure of Consumers and its architect-engineer to observe

required quality assurance practices and procedures. The.

Director of Rer,ulation indicated that the Appeal Board memo-

randum warranted examination of whether Consumers would

comply with required quelity assurance requirements through-

out the construction process. Thus, the December 3 Order

suspended all Cadwelding operations at the Midland plant site,

pending further order and determination by the Director of

Regulation. |

4. Thereafter, Consumers answered the Order to Show,

Cause, claiming compliance with AEC quality assurance regu-

:

|
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lations, and urging that the Order to Show cause be dismissed.

j On December 24, the Saginaw-Sierra Intervenors

(Saginaw), intervenors to the Comission's construction per-

mit hearing proceedings involving the Midland facilities,

requested a hearing on the Order to Show Cause. On

December 17, 1973, as a result of a special inspection, the

Director of Regulation issued a Modification of Order to Show
.

Cause, which lif ted the suspension of Cadwelding activities

at the Midland plant site. The Modification, however, pro-

vided that all other provisions of the December 3,1973,

Order to Show Cause would remain in effect. On December 18,
,

1973, the Saginaw filed a petition to revoke the construction

permits.

B. The Commission's January 21. 1974. Order for Hearing4

5. . On January 21, 1974, the Commission issued a Memo-

randum and Order denying Saginaw's petition to revoke, |

denying Consumers' Motion to dismiss, and granting Saginaw'si i

request for hearing. The Commission specified the following

issues to be decided by this Atomic Safety and Licensing

. Board (Board):,

:

4

i
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(1) Whether the licensee is implementing its
quality assurance program in compliance
with Commission regulations; and

(2) Whether there is a reasonable assurance
that such implementation will continue
throughout the construction process.

The Commission directed this Board to determine whether Con-

sumers' construction permits should be modified, suspended

or revoked, or whether other action is warranted by the record,

in the event either of the two issues were decided adversely

to Consumers. Consumers, Saginaw, Dow Chemical Corporation

(Dow), and the Regulatory Staff were made parties to the pro-

ceeding. Bechtel Professional Corporation and Bechtel Power

Corporation (Bechtel) , Consumers' architect.-engineer for the

Midland facilities, filed a petition for intervention.

C. The Procedural, Background of this Board's
_

Conduct of Hearing

6. An initial prehearing conference was held in Chicago,
W

Illinois. The Board granted Bechtel's petition, and permit-
2

ted it to participate as a party. The Regulatory Staff

4/ The Board held the prehearing conference, as well as a
subsequent prehearing conference on May 30, 1974, in
. Chicago, to accommodate counsel for the Saginaw Group,
who had indicated that his appearance at any other loca-
tion would be inconvenient, and would work a financial
hardship on Saginaw, Tr. 25

5/ Tr. 20

|
!

\ |

|
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announced that it no longer supported entry of an order which
:

would suspend, modify or otherwise alter Consumers' con- !

1/ ;

struction permits. The Staff's announced position effectively i

placed Saginaw as the only party to the proceeding supporting.

modification of Consumers' permits. At this prehearing con-
i

ference, however, the Board ruled that Consumers had the

ultimate burden of proof, and was required to demonstrate i

why its construction permits should not be suspended, revoked
1/

or otherwise modified.

7. The Board also indicated that the two issues speci-;

'

fled in the Commission's January 21, 1973, Memorandum and

Order covered construction activities beyond the Cadweldi

activities which had precipitated the Order to Show Cause,

but that the hearing was limited to construction of nuclear :

2.|
power plants as opposed to operation.

8. At this initial prehearing conference, counsel for

| Saginaw informed the Board that he would be unable to proceed

in the active representation of his clients' interests

unless he received financial assistance from the Comission.
,

6/ Tr. 32-33,-48-49
'

1/ Tr. 68

8_/ Tr. 43

9/ Tr. 68

___ _ _ _ _ . _ _ - _ _ _ . - . . _ . _ . . _ . . _ . . _ . _ . _ _ _ . _ . . . _.
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Accordingly, counsel for Saginaw indicated he would file a

petitian 91th the Commission within a few days requesting
10/ ;

counsel and witness fees. !

9. Counsel for Dow informed the Board that his client |

11/
would not actively participate in the Show cause proceeding.

i

1

10. The Board informed all parties that it would require l

written testimony and a trial brief be filed with the Board
1

prior to the hearing in connection with the matters proposed i
l

12/
to be addressed by evidence, and adopted a procedural schedule

for the proceeding. The date of June 25, 1974, was established

for commencement of hearing.

11. On April 22, 1974, counsel for Saginaw, Consumers

and Bechtel served sets of interrogatories on the various

parties to the proceeding, including the Staff. In addition,
;

both Consumers and Bechtel served a Request to Admit Facts

on the Staff, and a Notice of Deposition on Saginaw.

12. On May 10, 1974, the Board determined that answers

to certain of the interrogatories served on the Staff by

10/ Counsel first indicated he would file such petition with
the Board. The Board, however, advised counsel that it
had no jurisdiction to act on such petition, and suggested
that the petition be filed with the Commission, Tr. 28, 83

11/ Tr. 31

12/ Tr. 56-58, 77-83
1

- . - - . ._ - ..
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Saginawwerenecessarytoaproperdecisionin'thedroceeding

and were not reasonably obtainable fr'om any other source.

Thus, pursuant to Section 2.718(i) of the Conunission's Rules
12/

of Practice, we certified to the Commission the question of

whether these interrogatories should be answered by the
:

Staff. In our certification, we expressed the view that the

attitude of Consumers, especially that of senior management

personnel, toward compliance with Commission regulations and

license requirements was relevant and material to the resolu-

tion of the issue of future compliance, and recommended that'

the Staff be required to provide whatever available infor-

mation it may possess respecting Consumers' licensed

activities which might reflect upon Consumers' attitude toward

compliance with Conunission regulations and license require-

ments. Without awaiting a Commission ruling, on May 22,

1974, the Staff answered the interrogatories which the Board

had certified. The Board's ruling with respect to the scope

of permissible discovery was subsequently applied to the

objections of Consumers to Saginaw's discovery request.

1)_/ 10 CFR 52.718(i) (1974)

_ _ _ , . _ _ _ . _ _ , , _ _ . --- . _ _ _ _ . _ , . _ _ _ _ _ _ . - , . . . . . _ _ . . _ - .
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13. On May 10, 1974, the Board also denied Saginaw's

Motion for an Extention of Time to file a request

for the production of documents. This order was based upon

the representation of Consumers that it had voluntarily made

available to Saginaw for inspection and copying all documents

referenced in Consumers' answers to interrogatories.

14. It was not until May 11, 1974, that counsel for

Saginaw filed a Verified Petition and Motion to the Atomic

Energy Commission for Expert Witnesses' Fees-and Attorneys'

Fees. The petition stated that unless such fees were forth-

coming, Saginaw would be unable to participate in a meaningful
14/

manner in this proceeding, and alleged that the participation

of Saginaw was necessary for an adequate airing of the issues
g/

and explanation of the facts.

15. On May 22, 1974, all parties, except Saginaw, filed

answers to interrogatories which were directed to them by

other parties.- On May 21, 1974, the day before answers to

interrogatories were due from each party, Saginaw filed sev-

I

l_4) In the Matter of Consumers Power Company (Midland Plant,
Units 1 and 2), Verified Petition, at pp. 2, 5 (May 11,
1974)

15/ Id. at p. 7

.
.
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eral motions which, in substance, requested an extension of

the discovery period. These requests were premised on the
'

fact that the Commission had not acted upon Saginaw's

petition for fees which had been filed 10 days earlier.

16 . On May 30, 1974, the Board held a second prehearing

conference in Chicago, Illinois. After hearing oral argu-

ment, the Board denied Saginaw's several requests, including I

|

a motion for continuance pending a Commission decision on

Saginaw's petition for fees. The Board, however, gave Saginaw

leave to renew its motion for continuance in the event a

favorable ruling on its petition was forthcoming from the

hk|
Commission. The Board ordered Saginaw to answer interroga-

11] |

tories sarved upon it by June 5, 1974. The Board also reiter-
|

ated its earlier ruling on the burden of proof, but accorded
1

Consumers until June 10, 1974, to present the Board with a

memorandum of law cn the burden of proof in an administrative
la/ :

show cause proceeding. !
i

17. The Board also adopted a revised schedule for the

proceeding, as follows:

16/ Tr. 116

11/ Tr. 115

13/ Tr. 114, 135-136, 139

!

|
t

_. _ _
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A. Discovery to close on June 17, 1974;

B. Written testimony from all parties due
on June 28, 1974;

C. Trial briefs due on July 8,1974; and
|

D. Hearing to commence in Midland,
Michigan, on July 16, 1974. 19/

18. On June 5,1974, Saginaw filed its answers to the

interrogatories propounded by Consumers and Bechtel. Shortly

thereaf ter, Consumers filed a Motion to Compel Answers to
1

Interrogatories, on the ground that the answers of Saginaw |

2W
were unresponsive and incomplete. The Board granted this

21/
motion, but Saginaw did not respond.

|

19. On June 5 and 6,1974, Bechtel and Consumers filed I

with the Commission responses to Saginaw's petition for fees

requesting that the petition be denied. The Staff filed its
1

answer to Saginaw's petition for fees on June 10, 1974.
,

1

20. On June 10, 1974, Consumers also filed a "M:otion

to Impose the Burden of Proof on the Proponent of an Order

Suspending, Revoking or Otherwise Modifying Construction

Permit Nos. 81 and 82", in which Consumers argued that the I

19/ Tr. 128, 133
20/ Tr. 157
21/ Tr. 158

:

|.
- - - . . - - . _ j
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proponent of an order modifying the construction permits

bears the ultimate burden of proof. On June 12, 1974,

Bechtel filed a brief in support of Consumers' motion,

arguing that the burden of proof in this proceeding should

properly be placed on the Staff and/or Saginaw. On June 18,

1974, the Staff also responded by stating that the burden of

proof lay with the proponent of the Order to Show Cause.

Saginaw filed no response.

21. On June 28, 1974, Consumers, Bechtel and the Staff

filed written testimony and exhibits with the Board and other

parties. Saginaw filed no written testimony. On this date,

the Board also initiated a conference call to all counsel,

and advised them that the Board, upon considering Consumers'
1

motion to change the burden of proof, had reversed its

earlier ruling with respect to burden of proof, and was
22/

placing the burden of proof on the Staff and Saginaw.

22/ Tr. 124-125

- - - - -
. _ _ _
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22. On July 8,1974, trial briefs were filed by Con-

sumers, Bechtel and the Staff. No trial brief was filed by

Saginaw, despite a specific order to do so from the Board at

the May 30, 1974, prehearing conference:

"If you have no witnesses, your trial brief
ought to reflect that fact, or if you don't
have a direct case, other than the case you
make in cross-examination, you should indi-
cate this in your trial brief. We would want !
something from you along these lines. 23/

!

l

23. On July 9,1974, the Board placed another conference,

call to counsel for all parties, for the express purpose of

determining whether Saginaw intended to go forward with a

presentation, or otherwise appear, at the evidentiary hearing.

Counsel for Saginaw advised the Board and the other parties

that he would not be participating on behalf of Saginaw,

unless the Commission were to grant his petition for fees.

24. On July 10, 1974, the Commission issued a Memorandum

and Order denying the Saginaw petition for fees. The Com-

mission concluded that the petition must be denied for lack
24/

of a proper showing of need.

l
22/ Tr. 152

'

24/ Memorandum and Order, RAI-74-7,1 (July 10,1974)
I

_ ._. .
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25. On July 10, 1974, the Board placed another confer-

ence call to counsel for the parties to determine whether

Saginaw's counsel or Saginaw, in view of the Commission's
2.E|

July 10, 1974, Memorandum and Order, intended to go forward.

Counsel for Saginaw advised the Board that he would not be

present at the evidentiary hearings. However, counsel did

indicarc he would participate further in the proceedings to

the extent of filing proposed findings of fact and conclusions

of law, as well as a memorandum requesting the Board to take

official notice of certain documents Saginaw intended to rely
1

26 /.
upon to carry its burden.

26. On July 10, 1974, the Board issued its written

Memorandum and Order ruling that the burden of proof in this'

*

|
proceeding was on the Staff and Saginaw to the extent that !

|

these parties desired that Construction Permit Nos. 81 and 82
|

be modified or revoked.

)
'

27. On July 16, 1974, the Commission issued a 14emorandum
1]].

and Order on the question certified to it on May 14, 1974,

2j/ See n. 24, supra

26/ Tr. 153

2J_/ Memorandum and Order, RAI-74-7, 4 (July 16,1974)

_. - . - . . - . - .-. . . _ .
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concerning whether or not the Staff was required to answer

'

Saginaw's interrogatories. The Commission ruled that the

Staff should answer all interrogatories with respect to which

the Board had determined that answers were necessary to a

proper decision, and were not reasonably obtainable from any

other source. As we have noted, these answers had already
,

been provided by the Staff on May 22, 1974.

28. On July 16, 1974, pursuant to a Lotice and Order
L8)

for Commencement of Evidentiary Hearing dated June 17, 1974,
'

the evidentiary hearing commenced in Midland, Michigan, and

J continued through July 18, 1974. All of the parties a the

proceeding were present except for Saginaw. Each of the

other parties presented testimony and participated in cross-

examination. The Board required both Consumers and the Staff
29/

co present witnesses in addition to those who had submitted
,

prepared testimony. The Board also questioned various wit-

nesses that had been presented.-

29. The Staff presented four witnesses--Mr. Walter E.

Vetter, the technical assistant to the Director of Directorate

18/ 39 Led. Reg. 22447e

29/ Tr. 155, 439

. -.

- = - . - . - . . .
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of Regulatory Operations, Region III;'Mr. Roger Rohrbacher,

Principal Reactor Inspector for Directorate of Regulatory

Operations, Region III; Mr. Cordell C. Williams, Reactor

Inspector for Directorate of Regulatory Operations, Region III;

and Mr. Dolphus E. Whitesell, Reactor Inspection Specialist<

for Directorate of Regulatory Operations.
4

30. In addition, Mr. James G. Keppler, the Director of

Directorate of Regulatory Operations, Region III, appeared

and gave testimony at the specific request of the Board.

31. Consumers presented four witnesses, including

Mr. Russell C. Youndahl, Senior Vice President, and Mr. Stephen

H. Howell, Vice President. The Board requested that Consumers

make available Mr. Ralph Sewell, Nuclear Licensing Admini-

strator for Consumers, to answer the Board's questions con-
i

cerning statements he had given to the Directorate of Regulatory
|

Operations in connection with an investigation of Consumers' l

Palisades facility.

32. Bechtel presented ten witnesses, as well as a panel

comprised of five persons.

i

'

. .. . ._ . . - --- -.-_ - - . _ . . ._ - - .- .-
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33. Neither Saginaw's counsel nor anyone representing

Saginaw appeared at the evidentiary hearing.

34. Following the Staff's direct case, and after no
' evidence was offered by Saginaw, Consumers moved:

(1) That the Board issue an order holding that
Saginaw was in default under 10 CFR 52.707;
and

(2) That the proceeding be dismissed, since the
burden of proof had not been met. 20]

11|
The Board denied this motion. The Board also indicated it

would give Saginaw until July 25, 1974, to file its memorandum
31|

requesting official notice to be taken of certain documents.

At the close of the evidentiary hearings on July 18, 1974,

Consumers renewed its motion to hold Saginaw in default and

to dismiss the proceed on the grounds that the burden of

proof had not been met. The Board indicated it would take

}.h)Uhd' ruling on this
] this renewed motion under advisement.

motion is set forth below.
;

.10/ Tr. 429-438
21/ Tr. 432

31/ Tr. 590-593
23/ Tr. 705.

}_4f Tr. 707'
4

-. _ _ ._ _ . .._ . .._ .. _ _ _ _ _ . . . _ . . _ . _ . _ _ _ _ _ . _ _ , _
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;

35. On July 25, 1974, the Board, having received no
1

memorandum from Saginaw, issued an Order closing the record.

Proposed findings of fact and conclusions of law were sub-
,

mitted by Consumers and Bechtel jointly, and by the Staff,

on the specified date of August 12, 1974. No reply findings:

were filed. Saginaw did not file proposed findings of fact

or conclusions of law. However, Saginaw filed a " Motion" on

August 12, 1974, requesting a two-week extension in the dead-

line to file proposed findings. We Board denied the " Motion"

for lack of good cause shown. Saginaw renewed its " Motion" on

August 26, 1974, and the Board again denied it for lack of
;

good cause shown.

D. Consumers' Renewed Motion
.,

'

36. The Board has considered Consumers' renewed motion

to hold Saginaw in default, and to dismiss this proceeding on

the grounds that the burden of proof has not been met. We

deny this motion. While there appears to be ample precedent

for this Board to grant Consumers' motion, the Board believes

that in the circumstances here present, a determination is

warranted on the record respecting Consumers' compliance with
,

d

- - - . . - . - . ,, .--.,me. --w., - . --,,.-,-.,,-,,.m, ,,,,,,.n--,.,,-e..r,g , , - , , y ye-
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Commission quality assurance requirements and the implementa-

tion of Consumers' quality assurance program. Indeed, we

would not have ordered hearings to proceed were it not for

the fact that the Board believed substantial public interest

questions existed regarding Consumers' compliance with

Commission quality assurance requirements and Consumers '

implementation of its quality assurance program.

.

__ -. - - , . _ - - _ . - _ _
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II. FINDINGS OF FACT

A. Issue No. 1

"Whether the licensee is imple-
menting its quality assurance
program in coupliance with Com-
mission regulations."

37. The first issue is whether Consumers is implementing

its Quality Assurance Program in compliance with the Commission's

regulations. The regulations governing quality assurance'are

set forth in 10 CFR Part 50, Appendix B. Although the

language of Appendix B has not been amended in any significant
E.E|

way since it originally became effective on July 27, 1970,
~

the interpretation of its. requirements has been changing in-

an evolutionary process over the years. Licensee compliance

with the Appendix has been evaluated by the Staff consistent

with the interpretation which was in effect at the time of

evaluation.

'38. The function of the Directorate of Regulatory

Operations, as it relates to this case, is to conduct field

inspections of the activities of Consumers (and its con-

$ 35 Fed. Reg. 10498

.
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tractors) to obtain, by means of selective sanpling inspections,

reasonable assurance that licensed activities are in accord

El|
with the AEC's requirements and are not, or will not be,

inimical to the health and safety of the public. This function,

which in this case is carried out by personnel of the Region

III Office in Glen Ellyn, Illinois, is executed in accordance

with guidelines provided by the Directorate of Regulatory

Operations Headquarters Staff by experienced and knowledgeable

Regional Office inspectors, assisted by various specialists

and consultants. The principal activities by these personnel

with respect to the Midland facility have included:

(a)' Examination of Consumers' and its con-
tractor's QA and QC programs to compare the
reqdirements and controls actually imposed by
Consumers with commitments made to the Consnission;

(b) Inspections of quality control recorde3

(c) Observations of construction work in
progress; and

(d) Selective examinations of construction
procedures. jl/-

3 36 ] These requirements are found in the construction permit,
the application, the provisions of the Atomic Energy Act,
and the rules and regulations of the Commission (Tr.185)

~31/ Tr. 184-188; 341-342; 347-351; 357-366

|-

,
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39. Limited preconstruction permit activities at the

Midland site comenced under an AEC exemption issued in July

of 1970 and were suspended by Consumers in November,1970,
,

.
when extensive delays in issuance of a construction Permit

i became apparent. Construction was resumed in June,1973, and

has continued, with the brief suspension discussed herein,
18/

to the present. Quality assurance activities, both by Con-

sumers and by the Regulatory Staff, however, began even before

the start of construction in 1970.

40. The Midland Preliminary Safety Analysis Report

(PSAR) was issued on January 13,1%9. Appendix 1B of the
.

'

PSAR (which predated Appendix B of 10 CFR Part 50) was a very

brief description of the Quality Assurance Program for the
3/

proposed facility. Amendment No. 4 to the PSAR was issued
4_0/Q

on October 2,1%9, subsequent to the publication on April 17,

1%9, of the proposed Appendix B. This amendment was a com-
B/plete revision of the original quality assurance program.-

Amendment No. 6 to the PSAR was issued on December 29,1%9,

to respond to the Commission's request for a description of

the manner in which the Midland Quality Assurance Program

Teatimony of Howell, following Tr. 485, pp. 6-7,13
Licensee's Exhibit K-5

4_0/ 34 Igd.. Egg. 6599Q
M/ Licensee's Exhibit K-6

-~ ~
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f

would be implemented. Amendment No. 8 was issued on

February 9,1970, to provide, pursuant to the Commission's

request, documentation of interface responsibilities during:

design, procurement, construction and pre-operational testing.
,

These amendments provided more details than described in the

initial issuance of Appendix 1B and spelled out more speci-

fically the responsibilities of Consumers, Bechtel, and B&N
R/

and the interfaces between those organizations. Dceing 1970,

the Directorate of Regulatory Operations (RO), then the

Division of Compliance, carried out a number of inspections.

During the period September 29 to October 1,1970, shortly
~

before Consumers' suspension of construction, RO conducted

a site inspection during which deficiencies relating to the

placement of concrete were identified. Consumers and Bechtel

evaluated the findings and took the actions they considered
iM/

appropriate. RO was not able at that time to complete its
!

inspection and evaluation of these corrective actions because l
i

of the cessation of construction. Re-inspection of these

M/
activities, however, did occur in September 1973

42/ Testimony of Keeley, following Tr. Oe., , p , 8-14
M / Id,. at p. 14'd

43/ Tr. 266-268

6
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41. During the 1970-1973 suspension of construction, |
I

Consumers and Bechtel made numerous changes in the Quality i
'

Assurance Programs, some for internal reasons and some in

| response to the AEC's developing interpretation of Appendix B.

After resumption of construction, inspections continued. In

some cases deficiencies in the Quality Assurance Program were

h5)
found and corrective actions taken. On December 3, 1973, the

Director of Regulation issued the Order to Show Cause, iden-

; tifying three specific examples which indicated a possible

failure of Consumers to implement its Quality Assurance Pro-
1

gram in compliance with Commission regulations. These*

'

examples, each of which is discussed below, were:

(a) Inspections occurring on September 29 -
October 1, 1970, revealed several instances
of Consumers' non-conformance with quality
assurance program requirements involving
concrete work. These matters were discussed
by the Appeal Board in its Memorandum and
Order of March 26,1972 (ALAB-106), in which
the Appeal Board imposed certain additicnal
conditions on Consumers with respect to its
quality assurir.ce program; |

(b) Inspections conducted on September 10, 11
and 27, 1973, revealed several additional
violations of 10 CFR Part 50, Appendix B,
Criteria II and V, involving inadequate j

|

|

45/ Keeley, pp. 14-19; Howell, pp. 8-13 |
46/- Keeley, pp. 19-35

.

>

1
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record keeping procedures relating to
quality assurance and unavailability
of certain quality assurance records;
and

(c) Inspections conducted on November 6-8,
1973, identified serious defic'ancies

associated with Cadweld splicing of
concrete reinforcing bars. These con-
stitute violations of 10 CFR Part 50,
Appendix B, Criteria II, V, XIII, XV
and X7II. h2/

Concrete Placement

42. On September 29 and 30, and on October 1, 1970, RO
- conducted the site inspection, mentioned supra, during which

they found certain deficiencies in concrete placement acti-
$8_/v! ties, including the improper use of vibrators. Immediately;

following this RO inspection, Consumers and Bechtel evaluated

the findings and took the following corrective action:

(a) Bechtel commi'tted itself to review the
applicable ASTM specification regarding concrete
sampling; 69/

(b) Bechtel established a special crew of ^

craft personnel to do the vibrator work. This
crew had been trained in the proper use of
vibrators; 20/

42/ In the matter of Consumers Power Company (Midland Plant,
Units 1 and ~ 2), Order to Show Cause, December 3,1973

48/ Id.. , at p . 14

49/ Licensee's Exhibit CP-2
20] Id.0

!
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|

(c) Bechtel assigned a Quality Control
Engineer to full-time monitoring of all Q list
concrete pours; $,

(d) Consumers field personnel were instructed
to provide i.ncreased surveillance during concrete
pours to insure compliance with established require-
ments, including taking of samples, and additional
documentation was required to transport between the
batch plant and the pour location. 52/

43. Although construction at the Midland site was by
'

then suspended, RO conducted an inspection at the job site

on January 6-7, 1971. At that time, the inspectors were

informed of the corrective action undertaken uy Consumers

and Bechtel regarding the concrete deficiencies noted in the

previous RO inspection. However, due to the fact that con-

struction had been halted, the inspectors were not able to

observe implementation of the corrective action and, therefore,

informed Consumers that these items would remain in the

follow-up status until construction resumed and RO could verify
MI

that the corrective procedures had been implemented.

44. Prior to the actual resumption of concrete activities

in 1973, the Bechtel Quality Assurance group conducted a

review of inspection reports and other documentation to deter-
.

i

5 11 ] Ld .
j2/ Keeley, p. 14
g/ Tr. 267-9; Licensee's Exhibit CP-2
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mine whether or not further corrective action was required

in order to satisfy the commitments made in 1970. As a

result of this review, an intensive indoctrination and train-

ing program was implemented for personnel involved in placing

and inspection of concrete work. This program contained,

among cther things, detailed instructions in the proper use

of vibrators. Detailed inspection plans were developed and

implemented and quality assurance personnel were instructed

to promptly identify and to take necessary actions to correct

any discrepancies noted during concrete operations. In

addition, Bechtel assigned a Quality Control representative

to full-time monitoring of test lab activities. Additional :

!

training and indoctrination requirements for Quality Control '

personnel were established, and the Bechtel specification
:

governing testing of concrete was updated to the latest
.L4/revisions of industry codes and standards.

!

45. On Septenber 5-7, 1973, at its first inspection

following re-activation of construction at the Midland Plant,

RO observed the corrective action relative to the concrete
deficiencies. RO determined that the deficiencies had been

54/ Testimony of Dotson, following Tr. 597, pp. 18-20

;
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corrected but that certain of these activities would be
kk)

further observed in subsequent inspections. '1his was finally

considered by RO to be resolved as a result of an inspection
kk)

on March 6-7, 1974.

Record Keepinz Procedures
.

.
.

'

46. On September 10, 11 and 27, 1973, RO performed an |

inspection of Bechtel Engineering to evaluate coupliance with

the applicable quality assurance criteria for design and pro-

curement activities at Midland. In its report of that

inspection, RO cites deficiencies in documentation control
k.2/

procedures. Although each of the discrepancies identified

by RO had been previously identified by Bechtel's Quality
EE|

Assurance Group and corrective act$en had been initiated,

Bechtel completed corrective action in each of the following
areas:

(a) Retention of records common to areas
affecting quality;

(b) Maintaining current drawings in the
Project Engineering stick files;

jjf Licensee's Exhibit CP-3
j6) Licensee's Exhibit CP-19
jl/ Licensee's Exhibit CP-12
}8/ Bechtel's Exhibits Dotson-17, -18, ~19,-20A, -20B, and -21
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| (c) Procedures to r < ascribe control of inter-
face activities betwh . esign groups;>

(d) Procedures to prescribe control, issuance
and changes to Bechtel's Internal Procedures Manual;
and

(e) Amending the Nuclear Quality Assurance
Manual to provide Project Engineering the flexi-
bility to impose evolving quality assurance
requirements on vendors. )9)

47. During its inspection of January 10-11, 1974, RO

reviewed the actions taken to correct the deficiencies in

the above areas and concluded that the corrective action,

6.0/0
taken was adequate and was being properly implemented.

Cadweld Solicina__

48. On November 1,1973, the Bechtel Field Quality

Assurance Engineer found several completed Cadweld splices

from which the asbestos packing had not been completely
61/

removed. He issued an open Quality Assurance Daily Log to
93/

the Bechtel Project Superintendent which required corrective
Q))action prior to covering the Cadwelds with concrete.

}jf Dotson, pp. 23-28
p.Q/ Licensee's Exhibit CP-16 ; Tr. 327

i61/ Dotson, p. 5; Bechtel's Exhibit Dotson-2_

61/ Keeley, p. 28,

6_JJ Tr. 602

_. . ..
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49. On November 6-8, 1973, RO carried out an inspection

at the site that indicated to them that serious deficiencies

existed with respect to Cadwelding. These deficiencies related

to void measureacnt techniques and the associated acceptance

criteria, the comprehensiveness of records to demonstrate

correct performance of Cadwelding, and the adequacy of the

existing procedures for proper control and documentation of

Cadwelding activities. -Mr. Vetter testified that as a result,

'

the Staff, on November 9, requested in a telephone call to

Consumers' Project Manager that Cadwelding be suspended pending

corrective action and review by the Staff of the corrective

action. The Project Manager responded that .he, also, had

felt that there had been major QA/QC problems associated with

the Cadwelding, that a hold had been placed on the activities

the previous day, that Consumers personnel had thoroughly
,

reviewed the matter, and that, as a result of their subse-

quent actions, they felt that the hold should be lifted. He

was informed that it was the Staff position that all existing

Cadwelds should be re-inspected and requalified by properly

qualified personnel and that a determination should be made

by the regional office that an acceptable program for

.

, ,.- , - - - - - - , ,, , , _ , . - - , _ , . _ . _ . . - - , , - , , , _ , , - . _ _ _ , . . -,,,,,,,-,,,-..,,,--,w,_--- ,#-,-,,,rp,.7
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Cadwelding had been developed and implemented before work was

resumed. Shortly afterwards, the Project Manager confirmed

that the Cadwelding had been suspended in accordance with
b.h|

the Staff's request.

50. As a result of that inspection, Consumers took a

number of actions. In addition to requalifying the Cadwelds,

Consumers undertook the following additional steps:

(a) An increase in the number of Consumers' Field
Quality Assurance personnel from one, prior
to the November 6-8 RO inspection, to fouri

during the early part of December;

(b) Consumers' quality assurance personnel were pro-
vided with procedures requiring audits to deter-
mine that all safety-related activities would,

be accomplished in accordance with the require-
: ments of 10 CFR 50 Appendix B and ANSI N45.2.

In addition to these program type audits, Field
Quality Assurance personnel were also provided
procedures requiring verification, by actual

c observation, that Bechtel work and inspection
Procedures for quality-related activities were'

being implemented;

(c) Consumers' field quality assurance personnel were
made responsible for reviewing and approving all,

Bechtel Master Inspection Plans to determine
whether these inspection plans adequately assure,

the quality of work function by providing ade-
quate Quality Control acceptance parameters,
adequate detail of the inspection function and

16/ Tr. 188-190; 289-290; 317-321

|
1
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adequate evidence that all quality-related g',
activities were being properly observed and
documented; and

(d) Procedures for regular meetings between Consumers'
General Office personnal and Consumers Field
Quality Assurance personnel were written and im-
plemented. These procedures require one-day
visits every two weeks by the Midland Quality
Assurance Supervisor to the Midland Site, one-
day visits every two months by Consumers'
Director of Quality Assurance Services, and

,

quarterly meetings between Consumers' Midland !,

Quality Assurance Services personnel with the
Vice President of Electric Plant Projects, the
Director of Quality Assurance Services and members
of the Midland Project Organization. DJ

.

51. Bechtel management also took steps to verify that

the Cadwelds were of proper quality, to determine necessary !
I revisions to the Bechtel Quality Assurance program for Mid-

$$)
land and to insure that similar situations would not recur. '

This action included:

(a) Development of more formalized procedures for
specialized work processes;

(b) Requiring Quality Control Engineers to conduct
; quality acceptance and verification inspections;

, (c) Implementation of an action program to provide
; more timely response to Quality Assurance /
! Quality Control findings;
.

6 Keeley, pp. 29-30
Testimony of Yates, following Tr. 570, pp. 10-11

i
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(d) Qualification of Quality Control Engineers in
accordance with written procedures covering
qualifications, indoctrination, training, test-
ing and certification in accordance with require-
ments of ANSI N45.2.6 and AEC Regulatory Guide
1.58; and

(e) Increased management and supervisory personnel ~
attention including visits to the site at least
twice per year by the Bechtel Vice President
and Deputy Division Manager, San Francisco Power
Division,each quarter by the Vice President and
Area Manager of the Ann Arbor area office, and
once every other month by the Ann Arbor Office
Manager of Construction. 62/

Implementation of these actions were verified by Bechtel

68/
management and directives were issued to re-emphasize Bechtel's

61/
commitment to Quality Assurance.

52. Special inspections were carried out by the Staff

at the site on November 20 and 21 and December 6 and 7,1973,

; after Consumers had -notified the Staff that necessary

corrective actions had been completed. At the first of these

inspections, the Staff found that, although substantial

corrective action had been taken with re . aect to the specific j

|

Cadwelding problems, further action was necessary by Consumers
!

with regard to its analysis of the-implications of the Cad- i

|
welding problems to the overall -implementation of the Midland

|

62/ Bechtel's Exhibit Yates-5
68/ Yates,.pp. 10-11
62/= Id.,;- Bechtel's Exhibits Yates-6, -7, and -8.
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quality assurance program. Although it appeared to the Staff

-that attention had been addressed to this latter matter, the
19)Staff did not find adequate documentation of such action.

53. The fact that the actions taken by Consumers and

its contractors between November 9 and the November 20-21

inspection did not entirely fulfill the Staff's requirements

appears to have resulted, at least in large part, from a
71/

lack of mutual understanding of what was required. On

November 21 the Staff further clarified its position to>

include the requirement that:

" Consumers Power Company . . . demonstrate that
the Midland quality assurance / quality control
programs had been analyzed for shortcomings by
Consumers Power Company and . . . correc tive action,
indicated to be necessary as a result of [the]
quality assurance / quality control program short-
comings analysis had been adequately prescribed. Z2/

54. As a consequence of thic clarification, Consumers

formally documented its analysis of the programmatic aspects
73/

of the Cadweld deficiencies and another RO inspection was

scheduled for December 3, 1973. This inspeccion was subse-

20/- Tr. 191, 290; 321-322
21/ Tr. 191; 213-216; 222-225; 369-370; 509-511
Z2/ Tr. 191

73/ Howell, p.19; Licensee's Exhibit K-7 and K-8i

e
'
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quently cancelled by RO and Consumers was notified shortly

thereafter of the issuance of the Order to Show Cause. The

cancelled inspection wss rescheduled and held on December 6

19
.and 7, 1973. During this inspection, RO concluded that the |

programmatic deficiencies, including management involvement,

and special problems relating to Cadwelding at Midland had
1

been satisfactorily resolved. |

55. On December 13, a Memorandum was sent by Dr. Knuth

(Director of Regulatory Operations) to Mr. Muntzing (Director

of Regulation) recommending that the Order to Show cause,

which had been issued on December 3,1973, be modified to

permit 'Cadwelding activities to resume. The Order to Show
1.5)

Cause was so modified on December 17, 1973.

56. An additional re-inspection was made on January 10

and 11, 1974, to determine the degree of implementation of

the commitments made earlier, including those made in Con-

sumers' answer to the Order to Show Cause. The Staff found

196J
that consumers had taken appropriate action.

24/ Howell, id.; Licensee's Exhibit CP-14

25/ Tr. 192-193; 291; 322-324; 342; 402-404
26/ Tr.196-201; 291-292; 325-326'

.
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57. Based .upon the testimony of the witnesses presented

by the Regulatory Staff and the testimony of Consumers' and

Bechtel's witnesses, the Board finds that Consumers is imple-

menting its quality assurance program in compliance with the

Commission's regulations.

B. Issue No. 2

"Whether there is a reasonable
assurance that such implemen-
tation will continue throughout
the construction process."

58. The second issue that must be decided by this Board

is whether there is reasonable assurance that Consumers'>

implentation of its quality assurance program in compliance

with Commission regulations will continue throughout the
i

construction process. The Board has analyzed the evidence

of record, and has classified such evidence into three general i

areas, which it believes will be useful in deciding this

issue. The first is the actions that Consumers and its con-

tractors have taken in the past to establish an effective

program and to search out and put into effect improvements

,

_ - . . . y, _, , . , . . _ . . - . _ , . ._ . _ . . , ,_._y _._ _.,,, . _ m,__.m._.._. , _ _ _,.. . , , . , , _ .._ ,



._.

1

,
.. -, ..--- .~

- -

..
;1

.

1
- 38 -

in it. The second is the expressed points of view and intents

of the senior personnel involved. The third is the opinions

of the Staff's expert witnesses and the bases for these

opinions. With respect particularly to the latter two areas, j

the Board realizes that its judgments will necessarily be

somewhat subjective and will be based in part on the demeanor

of the witnesses, which the Board has carefully observed and

considered.

Actions by the Licensee

59. The actions taken by Consumers and its contractors
. . .

to improve their cuality assurance programs prior to the |

November 1970 suspension of construction have been discussed
11/

supra. Subsequent to the suspension, on February 1,1971,

|
a corporate reorganization was instituted by Consumers, in

which overall responsibility for specific corporate projects

was delegated to specified individuals. The philosophy under-

lying the new organization structure was that if total

responsibility for each project was delegated to specified

individuals, projects could be properly supervised without

the complexity of coordinating corporate activity through

| ZZ/ Paragraph 40
|
|

|

. - _ _ _ _,
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1E|
various departmental interfaces. On August 31, 1971, and

again on December 8,1971, Consumers' Quality Assurance
i

Program Audit Manual was voluntarily upgraded to provide more
L9/

detailed procedures for implementation. Similarly, Consumers''

Departmental Communications Guideline Manual was issued in

H0/
December of 1971 and revised in March of the following year. |

The Midland Project Procedures Manual, which was required by
'

31/
these guidelines, was issued in October, 1972.

60. In March of 1972 Bechtel submitted to Consumers

for review and concurrence a policy statement revising and

defining the policy and responsibilities for the Quality

Assurance Program of its Power and Industrial Division.
.

Consumers' comments on this statement were resolved and the
82/

statement was accepted by Consumers in February of 1973.

61. In an effort to obtain another perspective regard-

ing Commission quality assurance requirements, Consumers

employed the NUS Corporation as a consultant to examine the

: 23/ Keeley, pp. 14-15; Howell, pp. 8-9
~

Z9/ Keeley, p. 15; Howell, p. 9
30/- Keeley, p. 18
31/82/' Id_., p. 19

d
Id., pp. 15-18; Yates, pp. 2-3; Bechtel's Exhibit Y-1

|
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:

Quality Assurance Program. NUS submitted its report on

December 15, 1972, stating that Consumers had a complete and

detailed audit plan. NUS recommended that the Quality Assur-

ance organization be given complete independence from those

groups having cost and scheduling functions and that Quality

i
'

Assurance activities be expanded beyond its auditing function.

As a result of this report, Quality Assurance activities were
;

expanded and the Quality Assurance organizations were given

greater, although not complete, independence. Under the new

organization, which became effective February 15, 1973, the

title of the quality Assurance Engineer was changed to

Quality Assurance Administrator and he reported directly

to Mr. Howell, the Vice President in charge of Electric Plant

811
Proj ec ts . Soon after this reorganization, the QA Admini-

strator inferred from a statement in an RO inspection report

that the Commission did not correctly understand the new

organization. Discussions were held with the RO staff to

rectify this and as a result, a further reorganization was

made on October l', 1973. The position of Director of Quality

Assurance Services was created on the same level as all

g]/ Howell, pp.11-13; Licensee's Exhibits H-3 and H-4
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project managers and directors of service organications and

reporting directly to the Vice President, Electric Plant
.

P roj ects . This reorganization resulted in a separation of

the Quality Assurance organization fmm the Midland Project

organization which had cost and scheduling responsibilities.

This inc3 pendent Quality Assurance organization was given

responsibility for all aspects of Quality Assurance including

policy and implementation. The organization and responsi-
Rh/

bilities remain essentially the same today. Also, during

1973, additional staffing was provided for the quality assur-

ance organization, the Quality Assurance Manual and the

Policies and Procedures Manual were revised, and a new Quality

Assurance Services Department Procedures Manual was written
85/

to provide procedures for the new organization.

62. Shortly after the reorganization, Consumers asked
R6)

NUS to make a new review of the QA program and, after the

Cadwelding problem arose, expanded the assignment to include

a reconmendation regarding the desirability of using a third-

party inspection organization independent of both Consumers

and Bechtel. NUS recommended against such use of a third-

!s/ Howell, pp.14-15; Licansee's Exhibit H-5
gj/ Howell, p. 15

| aff Ld., p. 16
- -
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11/
party inspection group. They did recommend, however, that

Consumers (1) incorporate pertinent requirements of ANSI

N45.2 standards into its Quality Assurance Program, (2) con-

solidate Quality Assurance procedures into a single Quality

Assurance Manual,(3) consolidate all Quality Assurance activi-

ties (including operational) under a single Quality Assurance

Manager, (4) clearly define Quality Assurance responsibilities

during pre-operational testing; (5) perform a detailed review

of the Bechtel and B&W Quality Assurance Program, (6) conduct

a baseline audit of principal vendors using a third party
i

organization, and (7) establish a Quality Assurance / Quality.

Control Surveillance / Inspection Program tied to the Midland

construction schedule. With the exception of the consoli-

dation of both construction and operational Quality Assurance

functions under one Quality Assurance Manager, and the recom-

mendation regarding third party baseline audits of principal

vendors, an activity already completed by Consumers' Project

Quality Assurance Services Department (PQASD) personnel, these

NUS recommendations have been fully implemented by incorpo-
B.8)8

ration into a revised Consumers' Quality Assurance Manual.

12/ Id., p. 20
!8,/ Id, , pp. 20-22; Licensee 's Exhibit H-10d

,

O
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63. In recognition of the usefulness of a periodic third
|

party review, Consumers has retained the General ~ Electric
j

Nuclear Engineering Services Apollo group to review and com- |
4 1

ment on the revised manual. That review process is underway

and upon completion of the review, a revised manual and

implementing procedure will be issudd. In addition, General

Electric has reviewed the audits which Consumers has com-
B2/ |

pleted. To date, General Electric Apollo has not indicated )
i

that any major changes in the Consumers Quality Assurance
20/

Program would be desirable. General Electric Apollo has also ;

been asked to conduct annual reviews of the Consumers Quality

Assurance Program for the purpose of determining whether that

program is being properly implemented and to offer recom-

mendations for updating the Program to meet evolving regula-
21/

tory and industry standards.

64. Consumers also has directed Bechtel to assure that-

their procedures used on the Midland Project comply with both

10 CFR 50, Appendix B and ANSI N45.2 and to consider ANSI
.

N45.2 as the controlling document in evaluating the Bechtel

Quality Assurance Program. When a major audit of Bechtel

19/ Howell, p. 22
. Tr. 490-491

Keeley, pp. 32-33

. __ , _ _ _ _ _ _ . . ____ . - _ . - J
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activities was conducted during March of 1974, ANSI N45.2 was
;

used as one of the bases of the audit. In NCR-61, dated

April 1, 1974, Consumers directed Bechtel to revise its

Nuclear Quality Assurance Manual to specifically state policy

requirements supporting the procedures which Bechtel had

established in order to comply with the requirements of

ANSI N45.P. Bechtel has complied with the corrective action

ni
of this nonconformance report.

,

i

65. Similarly, in August of 1973, Consumers directed

'B&W to apply its newly revised Quality Assurance Program to

the Midland Project. Thus, Consumers became the first utility

ni
to put into effect the upgraded B&W Quality Assurance Program.

66. As a consequence of the Cadwelding problem, addi-

tional steps were taken by both Consumers and Bechtel to

upgrade cuality assurance. These steps have been described
~

94/
in connection with Issue No. 1.

67. Consumers has also instituted two types of field I

audits to assure that Bechtel construction and Quality Con-

trol personnel have received effective training, that

92/ Id,., pp. 33-34

n / Id.., p. 35
p.4/ Paragraphs 50 and 51 suora4

'
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Bechtel insoection procedures are adequate and that proper

documentation is provided. The first of these audits, the

program audit, consists of using a checklist provided in the
s

. Quality Assurance Services Procedures manual to review Bechtel

field activities prior to commencement of work at the site.

The program audit procedures also require a comparison of the

Bechtel Master Inspection Plan with the requirements listed

in the Preliminary Safety Analysis Report, Commission regu-

lations, specifications and drawings. PQASD also approves

the Master Inspection Plan prior to commencement of work in

the field. In addition to these program audits, an imple-

I

mentation audit surveillance is also performed by Consumers' )

PQASD personnel to assure that Bechtel work and inspection

activities are being accomplished in accordance with approved
22

procedures and that approved specifications are being met.

68. In addition to these field activities, PQASD

schedules and conducts (1) audits of Bechtel Engineering,-

Procurement , Inspection and Quality Assurance; (2) audits |

of B&W Engineering, Procurement, Quality Assum nce and

95/ Keeley, pp. 5-6
1 '

|

|
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26)
fabrication facilities; and (3) audits of major suppliers.

j

Consumers and Bechtel have both also instituted additional

training activities. Consumers instituted a formal training

22/s

program for all of its Quality Assurance personnel in 1973.

It was expanded in 1974 to include the use of outside, as

well as Consumers, personnel to conduct the training. The

training of new employees and the retraining of present

H/
employees will be a continuing process.

69. Similarly, Bechtel's indoctrination and craining

program continued to evolve through the addition of more

detailed and comprehensive requirements. Presently, each

Quality Assurance Engineer is required to complete an in-

depth, comprehensive training program consisting of classroom

preparation, on-the-job experience and participation in ;

different kinds of audits. Quality Control Engineers are

certified under a program designed to comply with ~ ANSI N45.2.6
2J/

and Regulatory Guide 1.58. The training program for Engineers
100/

and Designers has ecome more formal and more comprehensive.

Bechtel's Procurement Inspection training program also hasi

26/ Id . , p . 6
'27/ Howell, p. 22

| 98/ Id.; Keeley, pp. 4-5
99/ Testimony of Tucker, foi:ouing Tr. 663, pp. 7-9

166/ Testimony of Martinez, following Tr. 626, pp.11-12;

i
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continued to evolve to the point where it presently includes

certification, r. certification and supplementary sessions

tailored .to meet specific needs. This program is currently
s

being upgraded to meet the requirements of ANSI N45.2.6 and
101/

'

N45.2.12.

Licensee 's Management Position
_

70, Russell C. Youngdahl, Senior Vice President in charge

of all aspects of Consumers' electric generating and trans-

mission planning, construction, operation and maintenance,

including nuclear generating stations, presented testimony

on this subject. Mr. Youngdahl is one executive level below

the chief executive officer. Mr. Youngdahl's perception of

the attitude of the President and Chairman of the Board of

Directors toward Quality Assurance has been one of insistence

on the- highest standards of Quality Assurance; this attitude

has been expressed in the presence of representatives of the
102/

Commission. Mr. Youngdahl testified that the Commission's

rules and regulations , as well as license requirements , are

regarded by_ Consumers' management as the equivalent of

statutes and, as such, are considered binding on the Company

101/ Iestimony of Southard,' following Tr. 641, pp. 5-6
~

102/ Tr. 528-529

.- . - . . -.- - . . - - . , - _ - . .. -
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103/
and its employees. Mr. Youngdahl stated that, although the

management has always demanded quality in its work at least
'

equal to industry standards, its approach has evolved from

one of primary reliance on its engineering constructor to a

more formalized reliance upon its own Quality Assurance
104/

organization and program. In order to formally document

this approach, Mr. Youngdahl, ou March 29, 1974, issued a

Quality Assurance Policy statement which committed the entire

electric organization, including both the operating group and

the projects group, to implement a Quality Assurance plan

which meets both 10 CFR 50, Appendix B and ANSI N45.2. In

order to make certain that this policy is implemented by the

operating group, a Director of Quality Assurance Operations
105/

was named on June 1,1974.

71. Mr. Youngdahl's personal involvement in the QA pro-

cess ranges from daily review of EPP activities to monthly

review of PQASD activities. He participated in meetings with

Bechtel senior management following the November 6-8, 1973,

RO Inspection at which it was stressed that Quality Assur-

ance implementation must' be improved and that Bechtel

management must be more ~1osely involved in quality

103/ Testimony of Youngdahl, following Tr. 519, p. 6
104/ Youngdahl, pp. 3-4
105/ _Youngdahl,'p. 5; Licensee's Exhibit Y-2

,
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assurance at Midland. It was his suggestion to procure a

106/
third party review of the Midland Quality Assurance Program. <

72. The Palisades Nuclear Plant investigation by the

Commission and the United States Department of Justice stim-
;

ulated the publication of a management directive which

explicitly set forth responsibilities for reporting violations,

of Commission rules, regulations and license requirements.

This directive requires notification to the Commission by

Consumers of all items which are deemed to be violations and

also of all items which are subject to interpretation as to
107

whether or not they are in fact violations.

73. The Board requested that Consumers make Ralph B.

Sewell, Nuclear Licensing Administrator for operating

nuclear power plants, available for questioning on the atti-

tude of senior management personnel toward compliance with
108/

Commission rules and regulations. The Board questioned

Mr. Sewall regarding statements given the RO staff in con-

nection with the operation of the gaseous radwaste system at
109/

the Palisades plant during 1972. The Board's concern was
-

106 / Youngdchl, pp. 4-5
107/ ' Youngdahl, p. 6 ; Licensee's Exhibit Y-3
108/ Tr. 399-402; and 439,

109/ Tr. 546-547
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that , in this instance, extraordinary steps may have been

required to direct the attention of consumers management to |
110/

important safety matters. Mr. Sewell testified that it was

Consumers' intent to fully comply with all Commission rules,
111/

regulations and licensing requirements. Mr. Sewell's state-

ment described his normal channels of communication within4

i 112/
the company. Mr. Sewell emphasized that he did not have to'

take extraordinary steps to direct management's attention to

his request to the Palisades operating staff to perform
113/

'

corrective maintenance on the gaseous radwaste system.
4'

Soon after he communicated his concerns, the operating per-

sonnel at Palisades performed extensive maintenance on the
114/

system, and therefore, he did not seek management affir-
115/

mation on his position.

74. Stephen H. Howell, Vice President in charge of
,

Electric Plant Projects, having direct responsibility for

design, construction and construction quality assurance

activities for nuclear power plants, testified at the hearing.

He stated that the policy of Consumera is and has always been

110/- Tr. 563
111/ Tr. 564
112/ Tr. 559-562
113/ Tr. 564-565

1 114/. Tr. 548-550
| 11}f Tr..563-565
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1

to comply with all laws, ordinances, regulations and rules
116/

and to require its contractors to do the same. Mr. Howelli

stated that his perception of the attitude of his superiors
.I

toward Quality Assurance was that they believed it to be
|

important and that they had manifested this belief to him on
117/ i

numerous occasions. I

I
,

75. The attitude toward compliance with Commission rules

and regulations was set forth by Gilbert S. Keeley, Director

of Project Quality Assurance Department Services in response
1

to a Board question as to why the future implementation of the i

Midland Quality Assurance Program will be better than its

past implementation in terms of effectiveness:

Now there is no doubt in my mind [ that] we have |
been implementing [the upgraded QA program carried
out since Oct. 1, 1973], if the AEC feels that they
want us to provide more visibility on any of these
functions we are doing, we're going to do it as far
as I am concerned.

As I say, I have been given that responsibility
to implement or to set QA policy and to see that
the policy is implemented, not only by Consumers
Power Company but by B&W and Bechtel 118/

116/ Howell, pp. 4-5
11?] Tr. 502-503, 507
118/ Tr. 477

! nw ,

.. . .. - _
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76 . In order to insure that management personnel-

remains informed of Quality Assurance activities at the

Midland site, Consumers has had periodic in-depth status

meetings among its management personnel for a number of
119/

years. On February 1,1974, the requirement for these

meetings was formalized so as to require at least quarterly
~

meetings between Vice President, EPP, and representatives of

General Office Quality Assurance, Midland Field Quality

Assurance and the Midland Project. Reports of these meetings ;

120/ !

are submitted to the Senior Vice President. Ilese formal
1

procedures further require one-day visits every two weeks

: to the Midland site by the Midland Quality Assurance Super-
t

visor and one-day visits every two months by the Director of
121/

Quality Assurance Services. In addition, PQASD submits a

acnthly resume of Quality Assurance activities te the Vice

President, EPP and through him, to the Senior Vice President.

The Vice President, EPP, further reviews all audit reports,
|

122/ '

nonconformance reports and RO inspection reports. For

example, when a Consumers nonconformance report (NCR) is
1

issued and the responsible Quality Assurance individual has '

119/ Howell, p. 24
120/ Youngdahl, p. 4; Licensee's Exhibit Y-1
121/ Keeley, p. 30

'

M2/ Howell, p. 24.
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made the initial analysis as to whether the deviation is

reportable under 10 CFR 50, 55(e), the Vice President, EPP,
123/

is contemporaneously advised.

Staff's Views on Future Compliance
4

L

77. The Staff's views on the question of future com-

3 pliance are embodied primarily in Mr. Vetter's prepared

testimony and in the Boards direct examination of Mr. Vetter

and Mr. Keppler. After testifying that:

"(1) shortcomings in implementation of the
Midland quality assurance / quality control
programs have been identified and corrected, ,

and (2) Consumers Power Company Management
personnel have demonstrated awareness of
the need to become involved, and stay
involved, with quality assurance / quality
control programs designed to assure proper
construction of the Midland Plant", 124/

Mr. Vetter concluded that " reasonable assurance new exists that
'125/

compliance will continue throughout the construction period".

78. Mr. Keppler was asked by the Board to characterize
,

quality assurance program at Midland as it compared to that

at other facilities under construction in his region. He
126/

stated as his opinion that it was "probably comparable";

123/ Tr. 504
124/ Tr. 201-202.- The bases for this statement appear at

Tr. 194-201
125/ Tr. 201
121/ Tr. 377-378
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but suggested that his inspectors might be in a better
4

! I position to nske such a judgment. When polled, they con-
127/,

curred with Mr. Keppler's assessment.

79. Mr. Keppler was asked by the Board what evidence

he would look for in order to determine whether or not it
t

was likely that a licensee would comply with the rules and
128/

requirements in the future. After pointing out that with a

new licensee he can only inspect to determine whether the.

licensee is satisfying the commitments made to the Directorate
129/

of Licensing, he went on to say that in the case of a licen-
.

see who has had previous nuclear experience, he looks at

"the past performance of the utility in terms of their ability

to comp h with their commitments in the past." Among the

actions that he. considers are:

"the action that management has taken with
respect to making sure that the commitments
are being met, that appropriate instructions
have been provided, that there's a plan of
action laid out to see that the commitments
are fulfilled and that there is a program of
audit developed to follow up and assure that .

the commitments are fulfilled." 130/ )

127/ Tr. 393-395
128/ Tr. 379
129/ Tr. 380
130/ Tr. 380-381

i
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80. After responding affirmatively to the question of

whether he had considered the past performance of Consumers
.

Power Company from this standpoint, he was asked for his views
131/

on the performance. He prefaced his answer by pointing out

that one must consider this quest f on in the light of changes

in the regulatory inspection and enforcement programs. He

pointed out that the Big Rock Point facility was "over ten i

years old" and that the Palisades plant "was licensed around ;
'

132/
1970". During the intervening time, many changes , in

addition to adoption of the quality assurance criteria, have

taken place. Originally there were very few plants and the

programs for dealing with violations and noncompliance matters

"was less structured than it is today", being based more on

efforts to bring licensees into compliance than on resort

to enforcement actions. As there came to be more and more

licensees and their performance was not "as good as had been
133/

hoped for" stronger enforcement practices were adopted.

With this introduction, Mr. Keopler testified that there had

been "many situations that we dealt with on Big Rock Point and

~

Qlf Tr. 383

132/ The Board notes that the construc. tion permit for Big
Rock Point was issued May 31, 1960, and the operating
license August 30, ic57, and that the comparable dates
for Palisades were Marci 14, 1967, and March 24, 1971.
These differences from Mr. Keppler's recollections enhance,
rather than detract from his point.

1]]/ Tr. 383-384
___ _ ._ _ . _ _ _ _.
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in the early stages of Palisades which I would characterize

as a negative attitude on the part of a licensee" and that he
,

is "on record as having been concerned about the performance

of Consumers Power Company". He then testified that, despite

the serious reservations about past performance, "it is my

view that we have seen a very discernible change over the

past several months ... that has been factored into our

thinking on this case: changes in organization structure,

changes in facing up to commitments, and dealing with commit-

ments" and that "they had seemed to face up to this problem

in a much more professional way than I have seen them face

up to any other problem; that they had convinced themselves

of what it took to do the job and they were taking steps to

134/
do it." Mr. Keppler identified the recent events that

characterized the "very discernible change" as including the
l

careful consideration on the part of the company reflected

in the commitments regarding the Quality Assurance Program

contained in the response to the Order to Show Cause, the

discussions between the Staff and Consumers' senior manage-

ment personnel regarding the Palisades matter, the reorgani-

134/ Tr. 385-386. The other Staff witnesses' were asked for
their characterizatio .s of Consumers' attitude. Their
answers, which agree w;;h Mr. Keppler's , appear at
Tr. 417-421

__ _ _ __ _ _ _ _
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zation both at the site and at the home office to focus more

management involvement in the problems being experienced and
I

i changes in attitude on the part of the people with whom
135/

inspectors had been dealing.

81. Because of the fundamental role played by the RO
,

inspection program in reaching conclusions such as those of

Mr. Keppler stated above, the Board asked Mr. Keppler to

provide a general description of the inspection program for
136/ 137/

reactors under construction. His description, and the testi-

mony regarding the program by the other Staff witnesses, has

led the Board to conclude that the Staff has an active and

effective program that is capable of detecting significant

deviations from the Commission's requirements. Although the.

Board does not consider it necessary to recite the details

of the program here, we note that the general approach

inc'ludes enlarging the inspection effort in cases where the

138/
findings indicate a need for such intensification. As one

Staff witness characterized it, "we give the oil to the

squeaky wheel". This philosophy, in the view of the Board,

135/ Tr. 388-389
| 136/ Mr. Vetter's description of the program as it relates to

, this case (Tr.184-13t? hs: Laen discussed with respect
to Issue No. 1

1 137/ Tr. 357-361. See also Tr. 347-351 and 405-407
138/ Tr. 347-369; 372-376

. .
_ . _ . ,-
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should assist in the detection of incipient adverse quality
,

assurance trends before they becone major problems and before
,

they result in difficult-to-correct hardware deficiencies.

In this respect we also note the increasingly effective
139/

enforcement procedures of the Staff and Mr. Keppler's

assertion that "if the company fails to live up to its obliga-

tions that we're not afraid to step in and stop construction
140/

just like we did this time."
,

82. Based upon consideration of che entire evidentiary

record in this proceeding, the Board concludes that although

there have been questions of compliance and of attitude

regarding QA in the past, there is reasonable assurance that

implementation of the Midland QA program will continue to be

conducted in compliance with Commission requirements during-

the remainder of the construction process. We take parti-

cular note of Mr. Keppler's statement that "... if the com-

pany fails to live up to its obligations that we're (the

Staff) not afraid to step in and stop construction. . . ."

(Tr. 386)

122/ Tr. 384-385; 387; 391-393
140/ Tr. 386

__ _ - . _ _ . . - _ _ . _ _ _ - _ . . _ - _ - . . . . , . . . - . . _ _ _ _ _ ,
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III. CONCLUSIONS OF LAW

.

83. Based upon the foregoing findings of fact, and

upon consideration of the entire evidentiary record in this

proceeding, the Board concludes as follows:

1. Consumers is implementing its quality assurance
program in compliance with Commission regulations;

,

2. There is reasonable assurance that such imple-
mentation will continue throughout the' construction
process;

3. Construction Permit Nos. 81 and 82, issued to
Consumers Power Company for the Midland Plant, Units
1 and 2, should not be suspended, modified or revoked.

IV. ORDER ;

WHEREFORE, it is ORDERED, in accordance with the Atomic

Energy Act of 1954, as amended, and the Commission's Rules

and Regulations, that this proceeding is terminated.

It is further ORDERED, in accordance with Sections 2.760,

2.762, 2.764, 2.785 and 2.786 of the Commission's Rules of

Practice, that this Initial Decision shall be effective imme-

diately, and shall constitute the final action of the Commission

forty-five (45) days after th2 date of issuance hereof, subject
1

! |

l
.

- _ __ _ - _ ._ .. _ _ . _ . . . . . . . _ , . _ . - . . _ .. .. .-.
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1

to any review pursuant to the Conunission's Rules of Practice

and the Conunission's Memorandum and Order and Notice of
,

Hearing, dated January 21, 1974. Exceptions to this Initial

Decision may be filed by any party to this proceeding within

seven (7) days after service of this Initial Decision.'

Within fifteen (15) days thereafter (twenty (20) days in the

case of the Regulatory Staff), any party filing such excep-

tions shall file a brief in support of such exceptions.

Within fifteen (15) days after service of the brief of the

party or parties filing exceptions (twenty (20) days in the

case of the Regulatory Staff), any other party to this pro-

ceeding may file a brief in support of, or in opposition to,

exceptions which have been filed.

ATOMIC SAFE 1Y AND LICENSING BOARD

Z-WN ? %o

Emmeth A. Luebke'

a f> b ' ]r.f*> f
Lester Kornblith, Jr.

hcJY v /, Eas'u, .i

Michael L. Gla/ser
Issued at Bethesda, Marylere ,

this 25th day of September,1974.

- - _ _. . _ _ . _ __ __ _ _ . _ _ _ _ _ _ _ _ - ~_
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'. ' CERTIFICATE OF SERVICE *

I hereby certify that I have this day served the foregoing document (s * ' )
upon eachlperson designated on the official service list com. piled by
the Office of the Secretary of the Co=ission in this proceeding in

*

accordance with the requirements of Section 2.712 of 10 CFR Part 2-
Rules of Practice, of the Atomic Energy Co:=nission's Rules and
Regulations.
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Dated at Washington, D. C. this .

.J / M 1 day of ** TJ7' 1974 ,
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UNITED STATES OF AMERICA
ATOMIC ENERGY COMMISSION

In the Matter of )
)

CONSUMERS POWER COMPANY -) Docket Nos. CPPR-81,82>

)
OHidland Plant, Units 1 and 2) )

SERVICE LIST

Michael Glaser, Esq., Chairman
Atomic -Safety and ' Licensing ' Board Mr. Lester KornblithI, Jr.
1150 17th Street, N. W. Atomic Safety and Licensing Board

U. S. Atomic Energy CommissionWashington, D. C. 20036 Washington, D. C. 20545

Dr. Emmeth A. Luebke
Atomic Safety and Licensing Board Myron M. Cherry, Esq.

Jenner and Block1T. S. Atomic Energy Commission,

One IBM PlazaWashington, D. C. 20545 Chicago, Illinois 60611
James P. Murray, Jr. Esq.
Office of General Counsel Roy E. Kinsey, Jr. , Esq.
Regulation Office of General Counsel

Regulation

Judd L. Bacon, Esq.
Consumers Power Company John Gerald Gleeson, Esq.
212 West Michigan Avenue Leslie F. Nute, Esq.
Jackson, Michigan 49201 The Dow Chemical Company

Midland, Michigan 48640
Michael I. Miller, Esq.
R. Rex Renfrow, III, Esq. Paul W. Koval, Esq.
Isham, Lincoln & Beale Legal Department

One First National Plaza Consumers Power Company
212 W. Michigan AvenueChicago, Illinois 60670
Jackson, Michigan 49201

Laurence M. Scoville, Jr. , Esq.
Clark, Klein, Winter,- Parsons Mr. Karl Berg, Director

and Prewitt Grace Dcw Memorial Library
1710 West St. Andrew ReadFirst Federal Building,1600 ,

1001 Woodward Avenue Midland, Michigan 48640
Detroit, Michigan 48226

Bartholomew P. Molloy, Esq.
Charles J. Senger, Esq.
Clerk, Klein, Winter, Parsons

and Prewitt i

1600 First Federal Building
1001 Woodward Avenue

.

Detroit, Michigan 48226 i
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