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UNITED STATES OF AMERICA . e
NUCLEAR REGULATORY COMMISSION L ATTRD

BEFORE THE ATOMIC SAFETY AND LICENSING BOARD
81 NOV27 P3:50

In the Matter of §
§
HOUSTON LIGHTING AND POWER § Docket Nos. 50-498 PR
COMPANT, ET AL. § 50-499 e 3TAVCE
(South Texas Project, § T~
Units 1 and 2) § 2;\

CITIZENS CONCERNED ABOUT NUCLEAR POWER MOTICN. of
TO FILE ADDITIONAL CONTENTIONS BASED ON NEW “
INFORMATION AND TO ESTABLISH A DISCOVERY AND DE

HEARING SCHEDULE WITH RESPECT TO NEW CONTENTIONS
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I. INTRODUCTION ~

A. Recent developments require consideration of admitting
additional contentions to this operating license proceeding,

In the last eight weeks, a series of developments related
to the South Texas Nuclear Project raised major new questions
about the corporate character and technical competence of the
Applicants.

On September 24, 1981, hauston Lighting and Power announced
the firing of Brown and Root, Inc. as designer, engineer, and
construction manager for the South Texas Nuclear Project.

On September 28, Houston Lighting and Power informed the
Board and parties by letter that a copy of a report prepared
by the Quadrex Corporation was about to be provided to the
Board and selected party representatives.. (See Attachment 1).
Shortly thereafter, CCAN' received a copy of the report.

On October 18, Houston Lighting and Power requested NR.
permission to continue significant construction activities,
including major safety-related construction at the South Texas
Nuclear Project s

On October 26, the City Public Service Board of San Antonio ; z
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agreed to send representatives, including Mayor Henry Cisneros,
to Houston Lighting and Power to open formal discussions about
the possibility HL&P would buy San Antonio's 28% share of the
South Texas Nuclear Project.

On October 28, Citizens for Equitadle Utilities filed its
“Petition to Suspend Construction of the South Texas Nuclear
Project" to the Commission and its "Motion to Suspend Construc-
tion"” with the Board.

On October 30, the Board issued a Memorandum and Order
setting a special hearing on Decemper 8 to consider suspending
all safety-related constructien at the South Texas Nuclear
Project.

On November 3, the City of Austirn, a partner in the South
Texas Nuclear Project, voted tc end its participation by selling
its 16% share.

On or about November 4, the NRC released I&Ff Report 81-28
which revealed

- HL&P management failed to ensure effective and timely
corrective action of a known Brown and Root desian
deficiency,

- HL&P management hold widely different viesws on when a
stop work order is appropriate, '

- for a period in excess of two months, HL&P QA narscnnel
believed it to be the policy of HL&P QA management that
the FSAR and the new QA program description were just
"licensing documents" and not regulatory ftems against

which an NCR could be written,
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- HL&P QA management failed to provide adequate guidance
and/or direction to QA personnel, and
- HL&P QA personnel were confused about their authority
to write NCRs. (See Attachment 2, corrected as per NRC)

On November 5, Houston Lighting and Power announced that
Brown and Root would be terminating their role as constructor
of tie South Texas Nuclear Project.!

On November 6, Mayor Cisneros said: "I think the relations
between the partners are quickly falling apart."?2

On November 9, Mzyor Cisreros stated Sanm Antonio should
set aside money to prepare iitigation against Houston Lighting
and Power and against Brown and Root for mismanagement of the
South Texas Nuclear Project. 3

Cn Nover' 9, Houston Lighting and Power announced that
all ¢onstruc. . activity, except maintenance and protection of
in-place structures, wouid cease for a period of approximately
six months.

On November 10, the Board cancellzd the December 8 hearing
as unnecessary 17 light of the voluntary cessation of construc-
tion work on the project.

On November 11, Brown 3snd Root annodnced the reduction of
1. This project is the first nuciear plant in United States
Iistory to have both the architect-engineer and the constructor
removed prior to the compnle=ion of the plant.

2. San Antonio Light; November 7, 1981; page 1.

3. Five of the eleven members of the San Antonio City Council,
not including the Mayor, now favor San Antonio ending its
partici;ation in the South Texas Nuclear Project by selling
San Antonio's 22% share.
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the work force at the South Texas Nuclear Project from 2,210 to
300 before December 10.

On November 18, Mayor Cisneros accompanied by two other
members of the San Antonio City Council traveled to Houston tc
discuss selling San Antonio's share of the South Texas Nuclear
Project. HL&P refused to consider purchasing San Antonio's
share.

On November 18, Mr. Jerome Goldberg, HL&P Vice President
for Nuclear Engineering and Construction, traveled to San
Antonio to attend a secret meeting with business leaders where
he urged San Antonio not sue H 4P, 4

On November 19, Mayor Cisneros said San Antonio should
stop making payments to the South Texas Nuclear Project.

On November 19, in testimony before the Subcommittee on
Energy and the Environment of the House Interior Committee, Mr.
William J. Dircks, Exe  .tive Director of Operations, NRC, was
very critical of the QA program at the South Texas Nuclear
Project based on tihe past history and the findings of the
Quadrex report.

On November 20, the City Counzil ~of Austin met with
attorneys retained to prepare litigation acainst HL&P and Brown
and Root.5

These events have major implications for the South Texas

4, At thic meeting, Mr. Goldberg told what he thought was a
funny story about the dilemma of the Austin City Counci)
majority. Having convinced Austin voters that the South Texas
Nuclear Project is a "lemon", these members now face the task
of convincing some other utility the project is a good buy.
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Nuclear Project and create the basis for considering new
contentions in the operating license proceeding for this faci-
lity.

B. The views of the Commission support the admission of
the new contentions to this operating 1license prozeeding,

in its Memorandum and Order of September 22, 1980, the
Commission denied Intervenors request for a public hearing on
the Order to Show Cause but stated "alternative relief will be
accorded Citizens in the context of a pending operating license

proceeding for these facilities." Houston Lighting and Power

Co. (South Texas Project, Units 1 and 2), CLI-80-32 (1980),
PDe 1.

The Commission quoted the Staff argument that the requested
public hearing was unnecessary because the issue Intervenors
sought to litigate is " the issue which goes to the heart of the
operating license proceeding, i.e. whethzr there is 2 reasonable
assurance that the facility has been constructed soundly and
therefore can be operated safely." Id., p. 11.

The Commission further stated that all relevant information
regarding the safety of the nuclear plant is properly & part of
the operating license proceedings. Id.,p. 15.

The Commission's primary concern about the Order to Show
Cause was the "critical conclusion” that Houston Lighting and

Power lacked detailed knowledge and involvment in the construc-

5. In late 1980, Austin retained two law firms to prepare such
litigation and budgeted $750,000.00 towards attorneys' fees. To
date, more than $300,000.00 has been spent.
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tion of the South Texas Nuclear Project and lacked an ability
to adequately control the activities of Brown and Root. ld.,p.
2.

The Commissiorn quoted the conclusion of the Director of
the Office of Inspection and Cnforcement that “[t]he facts ...
reflect a widespread noncompliance by the licensee and its
principal contractor, Brown and Root, with 10 C.F.R. Part 50,

Appendix B of the Commission's regulations.” s Do &4

ad
The events surrounding and including tie Quadrex reuvort,
[4E Report B81-28, the recent actions of the partners in the
project, and the departure of Brown and Root raise issues
which are relevant to the granting or denial of an operating
lTicense for the South Texas Nuclear Project. These events
are evidence that Houston Lighting and Power lacked detailed
knowledge of ard involvement in the work conducted at the South
Texas Nuclear Project. These events are part of or produced by
HL&F's widespread noncompiiance with NRC regulations.

The additional contentions based cn these events shculd be
admitted to the operating license proceeding.

B. The additional contentions are clearly within the scope
of the expedited proceeding.

The events noted above raise guestions which should be
address2d in the expedited phase of the operating licenmsa
proceeding. The additional contentions are inextricably inter-

twined with the concerns which caused the expedited proceeding

to be convened.
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In its Memorandum and Order of March 10, 1980, the Board
invited comment on the idea of hold early hearings on Contentions
1 and 2.

In its Memoranium and Order on Discevery Motione dated
August 1, 1380, the Board expressed its continued intesrest in
early hearings on Contentions 1 and 2 and a willingness to
incorporate any issues the Commission might determine should
be added to these proceedings based on the Order to Show Cause.
The Board stressed its concern was the “prompt resolu*ion of
the QA/QC issues «..." (p. 3)

In CLI-B80-32, the Commission endorsed the Board's proposal
for expedited treatment of the issues raised by the Order to
Show Cause, "“but for an additional and important reason that
goes to the core of Citizens' complaint that Houston should not
be operating a nuclear facility." (p. 17) The Commission then
raised the new issue of "“the basic competence and character of
Houston." Ibid.

The Commission took the position that:

“the above issues related to technical competence and
to character permeate the pleadings filed by Citizens.

They do deserve a full adjudicatory hearing, as they
will no doubt get in the operating license proceeding,

and they do deserve expeditious treatment because they
could prove disquali?ygng.' li., p. 18.

1. The findings of the (uadrex Corporation study are
central to the issues mandated by the Commissinn to be heard in
the expedited proceeding.

Based on conversations with various parties to this pro-
ceeding, CCANP 1is aware there exists a substantial difference

of opinion among the parties as to what the Quadrex report really
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signifies. For the Board, perhaps the most useful guidance on

this question comes from the following:

“8Briefly the Quadrex report found that Brown and
Root apparently failed to properly implzment a Quality
Assurance program in the design area bui also failed to
properly implement an overall design process consistent
with the need of a2 nuclear power plant.

As a result, verification of design information was
apparently not performed in a timely menner and regula-
tory commitments for safety did not appear to be fully
properly implemented to satisfy NRC requirements for
licensability.

Though we were aware of Quality Assurance problems
at South Texas and had cited the licensee “nr a break-
down in their Quality Assurance pragram in %pril, 1980,
the magnitude of potential probiems was not fully
appreciated until we first reviewed the [Quadrex] report
in August, 1981." Testimony of William J. Dircks,
Executive Director for Operations, Nuclear Regulatory
Commission before the Subcommittee on Energy and the
Environment of the House Interior Committee, November
19, 1980. (Dictated over the telephone to CCANP; more
specific refz2rencing to be provided s«%en hearing record
available.)

Since Quadrex deals almost exclurively with the work of
Brown and Root, the following is also worth keeping in mind:
“For STP I'its 1 and 2, Brown & Root, Inc. (B&R) will

perform the architect/engineer (A/E) and construction
management services. HLAZP retains full responsibility

for the functional performance of the design of al]

systems in the plant." STP FSAR, Section 13.0, p. 13.1.1.

The Quadrex report coming eight years into the project is
clear evidence that Houston Lighting and Power lacked detailed
knowledge of and involvement in the design and engineering of
the project. Similarly, the Quadrex report shows Houston Lighting
and Power lacked adequate control over Brown and Root's design

and engineering work. The Quadrex findings demonstrate a wide-

spread noncompliance with NRC regulations. The Quadrex findings



.9-
are significant evidence of a lack c¢f managerial character and
technical competerce on the part of Houston Lighting and Power.b
The findings of the Quadrex Corporation, therefore, fit
within the scope of the issues tc be determined by this expedi-
ted proceeding.

2. The Houston Lighting and Power failure to report
more than three of the hundreds of findings in Quadrex to the
NRC pursuant to 10 C.F.R., §50.55(e) is very significant evidence
of noncompliance with NRC regulations.

There are four general elements of 50.55(e).’

First, the deficiciency is one which could have adverse safety

6. The escential questions raised by the Quadrex report are
the same questions raised by the investigation documented
in T&E Report 79-19, the basis for the Order to Show Cause of
April, 1980.

Quadrex and the testimony of Mr., Dircks, quoted above at
page 8, strongly suggest that had the 79-19 investigation
included design and engineering, similar findings and conclusions
would have resulted. The expedited proceeding would, then,
have already included the issues raised by Quadrex.

In fact, the Applicants would have been well served to treat
Quadrex az a private order to show cause, to issue a stop work
order on their own initiative, and spend the extensive time
necded to assess and resolve the Quadrex findings prior to
continuing construction or removing Brown and Root from the
design and engineering functions.

7. 10 C.F.R., §50.55(e) states in part:

(e)(l) If the permit is for construction of a nuclear
power plant, the holder of the permit shall notify the
Commission of each deficiency found 1in design and
construction, which, were it to have remained uncorrected,
could have affected adversely the safety of operations
of the nuclear power plant at any time throughout the
expected lifetime of the plant, and which represents:
(i) A significant breakdown in any portion of the
quality assurance program conducted in accordance
with the reouirements of Appendix B, or
(i1) A significant deficiency in final design as
approved and released for construction such that the
** Footnote continued on next page **
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effect. 10 C.F.R. §50.55(e)(1). It is not up to the construction
permit holder to decide whether in fact the deficiency has an
adverse effect on safety before reporting.

Second, the report is to be made within 24 hours cf the
deficiency's identification. 10 C.F.R. § 50.55(e)(2). This
requirement reinforces the preliminary nature of the assessment
noted in the first element. This requirement also highlights
the fairly low threshold for a 50.55(e) decision to report.

Third, according to Sections (i) through (v) the deficiency

should appear on its face as significant and in the case of

** Footnote continued from previous page **

design does not conform to the criteria and bases
statec in the safety analysis report or construction
permit; or
(iii) A significant deficiency in construction of ...
a structure, system, or component which will require
extensive evaluation, extensive redesign, or extensive
repair to meet the criteria and bases stated in the
safety analysis report or construction permit or to
otherwise establish the adequacy of the structure,
system, or component to perform its intended safety
function; or
(iv) A significant deviation from performance specifi-
cations which will require extensive evaluation, ex-
tensive redesign, or extensive repair to establish
the adequacy of a structure, system, or component to
meet the criteria and bases stated in the safety
analysis report or construction permit or to otherwise
establish the adequacy of the structure, system, or
component to perform its intended safety function,
(2) The holder of a construction permit shall within 24
hours notify the appropriate Nuclear Regulatory Commis-
sion Inspection and Enforcement Regional Office of each
reportable deviciency.

(4) Remedial action may be taken both prior to and
after notification of the Division of Inspection and
Enforcement subject to the risk of subsequent disapproval
of such action by the Commission."
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sections (iii) and (iv) ap,ear to require extencive evaluation,
redesign, or repair. The purpose of these requirements is to
protect the reporting system from Seing inundated with reports
of unimportant items easily corrected by the construction permit
holder.

Fourth, Section (4) places the ultimate authority for
determining the adequate resolution of the deficiency in the
hards of the NRC. Further, this section reinforces the purpose
of 50.55(e) which is to assure the NRC is aware of any significant
discoveries potentially adverse to safety and has the opportunity
to exercise its regulatory function.

In two recent filings, Staff and Applicants gave their
views of the meaning of a 50.55(e) report.3

The Staff argued that a 50.55(e) report "put all parties
and this Board on notice of just how serious it [Applicant]
considered the breakdewn ...." (Staff, p. 4). Presumably, the
Staff is using the word serious as synonymous with the word

significant found in Sections (i) through (iv). Otherwise, the

Staff position intrudes on the much lower threshold of Section
(e)(1) - specifically the use of the word could - with a
discretion to determine ultimate seriousness bhefore reporting.
Such discretion is not provided in the decision making process
leading to a rerort pursuant to 10 C F.R. § 50.55(e).

Assuming the Staff used the two words interchangeably,

8. “NRC Staff Response to Replies of CEU and CCANP" dated
November 13, 1981 (Staff) and "Applicants' Brief in Reply to
CEU and CCANP Pleadings Regarding Proposed Contentions” (App.).
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CCANP agrees that a decision to report or not to report demon-
strates just how serious or significant the construction pe*mit
holder considers the deficiency.

The Applicants argues in their recent brief that "[fliling
a §50.55(e) report constitutes a statement of belief of the
existence of a significant deficiency which, were it to have
remained uncorrected, could have affected adversely the safety
of operations of the plant." (App., p. 4). CCANP agrees that only
a "belief" 1in the existence of a significant deficiency is
sufficient to trigger a 50.55(e) report.

Applying this analysis of 10 C.F.R. § 50.55(e) to the
Quadrex report, CCANP concludes Applicants committed a clear
violation of this requlation.

The Quadrex Corporation chose a ranking method focr their
findings which included Most Serious Findings. Quadrex defined
Most Serious Findings as, in part, "those that pose a serious
threat to plant 1licensability because ... (c) the finding
addresses a matter of sarious concern to the NRC at this time."
This classification alone should have cause Applicants to report
all findings in this classification to the NRC. The Applicants
did not do so.

The Applicants' letter of September 28 states:

“[The Quadrex report] was not an audit pursuant to our
QA program. Thus, the report contains many subjective
opinions which are largely unsupported by the under-
lying data ...." (p. 2).

CCANP is not sure why a report which is not mad2 pursuant

to a QA program would automaticaily ("Thus") contain subjective,
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unsupportable opiniors. Putting that aside for the moment,
CCANP learned in conversation with Applicant representatives
that such a judgment is particularly applicable by Applicants
to the generic findings of Quadrex. (Section 3.0, p. 3-1 et
seq.)?

CCANP, however, notes that the report itself states:

“"The findings of this design review are extremely
significant to DbDoth B&R and HL&P; consequently, the
officers and line directors of Quadrex Corporation have
participated in the program by reviewing the program
plan, the initial quection set provided to HL&P, tech-
nical adequacy assessments provided by individual Qua-
drex Quadrex reviewers, and the Volume I executive
summary report in boath draft and final versions. These
Quadrex individuals include:
Mr. Sherman Naymark, President
°® Mr. Robert H. Dempsey, Senior Vice President,
Operations

° Mr. J. Larry Wray, Vice President, Engineering

°® Mr. Ronald L. Naymark, Vice President, Projects

® Mr. Anton F. Kitz, Vice President, Marketing

In addition to the Section 4 assessment of design output
technical adequacy, for each discipline, the extensive
exposure of Quadrex reviewers to these varied B&R engi-
neering disciplires over a six week period has provided
a clear indicaticon that certain practices, policies and
procedures adopted by B3R continue tp have a generic
;ﬁpact on most, 11 not all, of the technical disciplines.

ese observations are provided 1n Section 3 of tFfe
executive summary. (Section 2.0, p, 2-15) emphasis
added.

Applicants' letter of September 28 further states: "“The
Quadrex review was undertaken at the direction of HLAP executive
management in order to provide a third party review of the STP

engineering status." (p. 2).

e —

9. CCANP can well imagine the consternation on the part of
Houston Lighting and Power regarding the generic findings,
particularly the Most Serious Finding which states: "“HL&P has
indicated that their organization structure is closely aligned
with that of B&R, and that no systems engineering function
exists within the wutility either."” (Sect'on 3.0, p. 3-1)
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Applicants now wish to maintain that the Quadrex Corporation
staff, including their top cc-porate officials, produces reports
less reliable than those of Houston Lighting a~d Power's Quality
Assurance team., Applicants also wish to maintair that the
conclusions reached by top management personnel of the third
party reviewer selected by HL&P are subjective and unsupportable.
Such a position raises a whole new question of HLAP's
ability t- select a third party reviewer competent to carry out
a very important task such as th: review of the STP engineering
status.
More to the point of this motion, however, any effort by
HL&P to challenge the quality of the Quadrex findings or, as
their September 28 letter puts it, “to place these matters in
proper perspective is a matter going to the merits of the
contentions, not their admissibility. For purposes of these
contentions, CCAN' treats all the Quadrex findings as the
product of a competent third party reviewer and as deserving a
presumption of credibility. For purposes on deciding admissibi-
lity, CCANP urges this same treatment be given by the Board.
Turning to the findings themselves, recapitulation of only
a handful of the hundreds in the report demonstrates an obvious
violation of 10 C.F.R. 50.55(e) in HL&P's failure to report.
1. Section 4.3.2.1, p. 4-21 of the Quadrex report
contains the followin_ Most Serious Finding:
*[Tlhe following 1I&C finding, if 1left uncorrected,
would be a violation of 10 CFR 50 and would seriously
impact plant licensability. An overall review should be

made to determine if this is a generic design error, as
similar problems could exist in other portions of the
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design:
(a) The common instrument air line, as depicted in
the FSAR drawing 9.4.2- 2 attached to Question R-

6, does not meet the single failure criterion
required by IEEE 279-1971 and 10 CFR 50 ....

In most organizations, the I&C discipline would
detect and immediately correct this type of desiyn
error by performing a rigorous examination of the
separation provided between redundant divisions in
the safety-related portions of the plant for all
involved disciplines.”

Here we have a finding whose opening sentence reads like a
50.55(e)(1). This finding cites a very specific deficiency as
clearly violating 10 C.F.R. Part 50, The deficiency is obviously
significant. The deficiency suggests the possibility of a
generic design error requiring extensive evaluation. Finally,
the deficiency is the type which would be readily detected and
corrected in most design organizations.

Houston Lighting and Power did not report this finding
pursuant to 10 C.F.R. §50.55(e).

2. 10 C.F.R. § 50.55(e)(1)(i) makes reportable "a
significant breakdown in any portion of the quezlity assurance
program conducted in accordance with the requirements of Appendix
B."

a. Criterion II (Quality ASsuraﬁce Program) of Appen-
dix B states: "The quality assurance program shall provide
control over activities affecting the quality of identified
structures, systems, and components, to an extent consistent
with their importance to safety.”

The Quadrex report, Section 3.1(h), p. 3-11 states: "The

absence of specific reliability requirements in both mechanical
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and electrical equipment specifications, and the inability to
produce a standard checklist of postulated failures to be
considered casts doubt on the rigor of the safety-related
evaluation process.

This finding calls into question the entire safety-related
evaluation process, an essential ccnponent of a quality assurance
program. Surely this finding would create in Applicants a belief
in the existence of a significant breakdown in the quality
assurance program.

The Applicants did not report this finding.

b. Criterion III (Design Control) of Appendix B states:
"Measures shall be established for the identification and
contrcl of design interfaces and for coordination among narti-
cipating design organizations."

The Quadrex report, Section 3.1(a), p. 3-2 states: "A
working interface relationship among the disciplines 1is not
routine particularly regarding follow-through at the discipline
input-output interface."

The clear parallel between Criterion IIT and the Quadrex
finding on lack of routine interface gives this finding an
automatically reportable status.

The Applicants did not report this finding.

3. 10 C.F.R. § 50.55(e)(1)(ii) makes reportable “a
significant deficiency in final design as approved and released
for construction such that the design does not conform to the
criteria and bases stated in the safety analysis report or

construction permit."
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Section 3.1(f), p. 3-8 of Quadrex states: "“In a number of
areas the FSAR is out-of-date."

Section 3.1(c), p. 3-4 states that there are no written
design bases to guide the designer and that design criteria
have not been updated since 1975.

Section 3.1(g), p. 3-8 states: "There is little evidence
of a well-thought-out and consistent basis for design."

If the FSAR is out-of-date, if there are no written bases
for design, if design criteria are not updated, and if there is
no well-thought-out Or consistent basis for design, then final
designs are in conformance with obsolete documents and/or have
no design basis to conform to.

The Applicants did not report this finding.

4, 10 C.F.R. § 50.55(e)(1)(iii) makes reportable "a
significant deviation from performance specifications which
will require extensive evaluation, extensive redesign, or ex-
tensive repair to establish the adequacy of a structure, system,
or component to meet the criteria and bases stated in the
safety analysis report ... or to otherwise establish the ade-
quacy of the structure, system, or component to perform its
intended function."

Section 3.1(g), p. 3-8 of Quadrex states:

“A consistent and documented B&R position regarding Code
and Standards interpretations was not evident. These
interpretations are left to individuals or to vendor
suppliers. The ASME Code interpretation area :ppears
to be particul“]y weak. (See Question M-30)."

Question M-30 contains & Quadrex Assessment which states:

"Five specification’ were examined, and all had deficiencies.
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Some of the deficiencies are potentially serious.”

[f the specifications are deficient, then conformance with
them becomes meaningless.

Quadrex went on to recommend in Question M-30 that "a
systematic review be provided for all NRC and industry revised
requirements to determine their impact on procured equipment.”

Systematic review of all NRC and industry requirements
sounds very much like "extensive evaluation."

The Applicants did not report this finding.

The above examples could be replicated dozens of times
using other findings from Quadrex.lC In fact, there exists a
strong argument that the entire Quadrex report rather than
individual findings should have been turned over to the NRC
within 24 hours of receipt by HKouston Lighting and Power.
The report taken as a whole creates the belief that all con-
struction to date is based on inadequate design and engineering.

furthermore, there is prima facie evidence that the report
constitutes a significant finding in the safety-related area of
design a.d engineering requiring extensive evalution. Applicants
are paying Bechtel to spend months to do just such an evaluation.

For the above and foregoing reasons, CCANP concludes that
10. At a meeting in NRC Headquarters, Bethesda, Maryland, on
October 6, 1981, John Collins, Region IV Administrator, NRC,
politely asked HL&P representatives if they intended to report

further Quadrex findings pursuant to 50.55(e). Mr. Cprea replied
that HL&P had mace no decision on that question.
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the failure of Applicants to deliver the Quadrex report to the
NRC within 24 hours of receipt by Applicants is clear evidence
of a very seriocus noncompliance with an NPC regulation.

3. Houston Lighting and Power's failure to release
Quadrex to the NRC for a six month period was a deliberate
decision to withhold significant safety-related information
from the NRC and clearly belongs in the expedited proceeding as
an issue.

The September I8 letter to the Board states:

“As mentioned in Mr., Goldberg's testimony on May 19,
1981 (Tr. 2404-06) HLAP has already filed several
reports pursuant to 10 C.F.R § 50.55(e) on design
matters. Some of these items were identified in a
report prepared for HL&P by Quadrex Corporation.
Written notices on two of .hese matter have been
submitted to the Staff, the Board, and the Parties. A
third item relating to shielding calculations was
orally reported to the NRC staff but, as later confirmed
in writing, was subsequentiy determined not to be a
reportable deficiercy.”

A review of Mr. Goldberg's testimony cited in the letter
reveals Mr, Goldberg did not in fact mention anything about 10
C.F.R § 50.55(e) or HL&P filing deficiencies pursuant to that
section.

The testimony itself shows that Mr. Reis asked Mr. Goldberg:
“Now, as to design, what are the principal areas where you nave
found them [Brown and Roov] lacking?" (Tr. 2405).

In response, Mr. Goldberg cited on three areas: heating,
ventilating, and air conditioning (HVAC); shielding calculations;
and synchronization of engineering and construction activities.
(Tr. 2405-2408). Synchronization is not the subject of any
50.55(e) report to date which has come to the attention of
CCANP. The shielding calculations, according to the September

28 letter, were orally reported pursuant to 50.55(e) but later



-20-
found not to be reportable.

So we are left with Mr., Goldberg telling this Board that
the principal areas where Brown and Root has been found lacking,
at least to Mr. Goldberg's recollection, are one nonreportable
deficiency, one deficiency which turned out to be nonreportable,
and one area of continued concern.

CCANP believes that the Quadrex report must have been in
the hands of HL&P prior to the convening of the first expedited
hearing where Mr. Goldberg gave his testimony. Based on the
September 28 letter and Mr. Goldberg's testimony, CCANP assumes
the itens from Quadrex, other than the shielding calculations,
reported to the NRC pursuant to 50.55(e) appear in the two
letters appended hereto as Attaﬁhments 3 and 4.

The first letter, dated June 5 is from Mr. George Oprea,
Jr., Executive Vice President, HLE&P, but 1is signed by Mr.
Goldberg. This letter discusses computer program verification.
Such a finding is in Section 4.2, p. 4-12 et seq. of the Quadrex
report. This section of Quadrex contains more numerous and more
serious findings than anpear in the June 5 letter.

The June 9 letter is also from Mr., Oprea and signed by Mr.
5u dberg. This letter discusses faulted condition heat loads in
*ne design of HVAC. Such a finding is in Section 4.4, p., 4-27
et seq. of the Quadrex report. This section of Quadrex contains
more numerous and equally serious findings than appear in the
June 9 letter.

Neither letter mentions the Quadrex repsrt.

Both letters note that the first report to the NRC of the
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deficiency occurred on May 8. The cover sheet of the Quadrex
report is dated May, 1981. CCANP infers from ‘ne cover sheet
date and the May 8 notification dates that HL&P received the
final Quadrex report in the first week of May at the latest.

Yet the report was not sent to the NRC until on or about
Septemper 28. Based on the public record and information avail-
able to CCANP, CCANP contends there is a strong inference that
Houston Lighting and Power deliberately withheld the Quadrex
report from the NRC and thereby obstructed the NRC's performance
of its lawful duties.)

First of all, as arqued above, the report itself practically
cries out to be reported to the NRC.

Furthermore, the history of how the report actually reached
the NRC shows that HL&P took no initiative to put the report in
the NRC's hands.

Cn Sunday, June 21, at approximately 8:00 a.m., a CCANP
reoresentative received a telephone call from a person identify-
ing himself as an HL&P inspector. He spoke very quickly and
would permit very few questions. As it later turned out, the
name was false and the telephone call was placed from a pay
telephone, so CCANP had no way of knowing the credibility of
the call.

The caller said M-, Frazer, HL&P QA Manager, and Mr.

Barker, HL&P Project Manager, prevented HL&P QA from issuing 2

11. As documented i1n [&E Repor:. 51-11, Brown and Root constructicon
personnel once engaged in a similar obstruction though given the
personnel and the acts involved, the finding in 81-11 is trivial
compared tc the allegation regarding Quadrex.
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stop work order to Brown and Root design engineering. The QA
personnel wanted to issue the stop work order because Brown and
Root design engineering had lacked an implementation plan for
the past five years.

CCANP reported this allegation, along with several others,
to the Regicn IV NRC office.

In July, a Region IV investigator met with the reporting
CCANP representative to discuss and clarify the allegations. An
NRC investigation of these allegations subsequently occurred,
The investigation is documented in I&F Report 81-28 attached
hereto.

During the investigation, the long standing problem of
Brown and Root's access design arose. As part of the documenta-
tion of that allegation, the NRC investigator found the Quadrex
report. The subsequent I&E report stated: "In addition, the
investigation disclosed that a consultant report dated May,
1981 from the Quadrex Corporation ... had also identified B&R
access design problems.”

The August date of the investigation conforms to Mr, Dircks
statemant quoted earlier that the NRC "first reviewed the report
in August, 1981."

Through conversations with Applicant and Staff representa-
tives CCANP has reconstructed the subsequent events.

At the September 14 hearing in this proceeding, held in
Houston, an NRC official asked HL&P for & copy of the Quadrex
report to review. He knew of the report from 81-28. He spent

most of an entire morning reviewing the report.
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The NRC reviewer then communicated the essence of the
report to NRC attorneys involved in this proceeding. The NRC
staff decided the Board should be notiffed of the report and so
vecommended to Houston Lighting and Power.

The September 28 letter followed.

From the above history, CCANP concludes that the Quaurex
report would tbe hidden from tne NRC to this date except for:

- 3 frustrated HL&P QA person reaching outside the project
to ask an Intervenor for help,

- the subsequent cooperation of the Intervenor with the
NRC, ana

- a thorough NRC investigation.

Given the serious and widespread deficiencies found by the
Quadrex Corporation, the fact that this proceeding was on going
and concerned especiaily with QA issues, and the obviously
heightened NRC concern about this project since the Order to
Show Cause, CCANP infers a deliberate policy on the part of
HL&P to withhold the Quadrex report from the NRC.

This allegation, 1if proven, constitutes the deliberate
withholding of significant safety-related information from the
NRC. The direct involvement of top HL&P management personnel
in this effort certainly makes this allegation the most serious
challenge to Houston Lighting and Power's corporate character
to date. If true, Houston Lighting and Power should have the
decency to withdraw their application for an operating license
and remove themselves as managing partner of this project. If

proven, this aliegation is disqualifying as to the operating
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license application.
CCANP contends this entire matter clearly must be heard in
the expedited proceeding.12
4, The Quadrex findings and the withholding of the
report from the NRC cast substantial doubt on the credibility
of Applicant's case to date 1in the expedited proceeding.
The Quadrex report raises serious questions about the case
already presented by the Applicants. For example, HL&P has
argued that one of their most important steps in responding to
the Order to Show Cause has been the hiring of highly qualified
people. The Applicants most frequently pbinted to Mr. Jerome
Goldberg as evidence of a2 great step forward in assuring the
NRC of HL&P's chirzcter and competence.
As noted earlier, Mr. Reis of the NRC asked Mr.
Goldberg: "Now as to de: gn, what are the principal areas
where you have found them [Brown and Root] lacking?" (Tr. 2405).

The evidence strongly suggests Mr. Goldberg had read the

12. CCANP notes a strong similarity between this sequence of
events and the sequence of events leading to the Order to Show
Cause. In 1978, Mr. Daniel Swayze came to the same CCANP
representative involved in the Quadrex incident. Mr. Swayze
gave an account of shoddy construction and intimidation of
inspectors. CCANP filed contentions based on Mr. Swayze's
information, contentions forming the basis of the Board's
suggestion to have an expedited hearing.

CCANP's contentions prompted an NRC investigation. In
this instance, however, CCANP was not satisfied with the NRC
investigation. CCANP and CEU went to the F.B.I. and national
me41ia with the Swayze story.

Following the release of the F.B.l. report to the NRC and
the appearance of Mr. Swayze's story in the national media, the
NRC initiated special investigation 79-19 wnhich produced the
Order to Show Cause.

Again, a project worker unable to get satisfactory resolu-
tion by project management of what he considered serious pro-
blems went to an Intervenor. Intervenors, in turn, cooperated
with law enforcement agencies to bring the problems to light,
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Quadrex report in some detail in order to make the two 50.55(e)
report decisions. Since, accecrding to CCANP's information, Mr.
Goldberg initiated the Quadrex study, presumably he was one of
the first to see it. Also, given his position as Vice Prezident
for Nuclear Engineering and Construction, presumably he under-
stood the serious nature of what Quadrex round.

Yet, Mr. Goldberg's answer is contained in four pages of
transcript and addresses only three areas of concern in a
superficial way. (Tr. 2405-2408).

Mr. Goldberg's answer to Mr. Reis demonstrates, therefore,
a distinct lack of candor. Only by recalling Mr. Goldiberg can
the Board judge the nature of his prior testimony, his credibi-
lity, and the value of his addition to the HL&P management
structure.

Examining Mr. Goldberg on these events is essential to
completing the record prior to any initial decision. Similarly,
Mssrs. Jordan, Oprea, Frazer, and Barker need tc¢ be recalled
and questioned regarding their knowledge and involvement in the
Quadrex affair prior to any initial decision in this proceeding.

5. I&E report 81-28, as further evidence of noncompliance
with NRC regulations and a lack of managerial character and com-
petence, is within the scope of the expeditcd proceeding,

a. The investigative findings on Allegation 1 of I&F 81-28
reveals that HL&P management failed to ensure effective and
timely corrective action of a long standing Brown and Root
deficiency. (p. 4-6) The report notes that access design problems
were documented as early as July, 1979. On June 5, 1981, the

problem had still not been addressed, so HL& QA personnel
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proposed a stop work order. Apparently, HL&P QA had been unable
to get Brown and Roct's attention for almost a year to what
the QA personnel thought was a serious problem.l3

Reasonable inferences from these events are:

- Brown and Root design and engineering were so fouled up
everywhere, they could not find the time to address this
deficiency and

- HL&P knew about the condition of Brown and Root's design
and engineering program but was unable to adequately remedy it.

Despite the support of at least four HL&P QA personnel for
the stop work order, Mr. Barker (Individual Y) decided to use
his personal influence rather than a stop work order to get the
matter resolved, [n June, Mr. Barker contacted Brown and Root
upper management to require immediate corrective action. More
than a2 month later, Mr. Barker was able to get an appointment
to see Brown and Root personnel and actually initiate corrective
action. The actual implementation of corrective action was
scheduled for October, 1981, twenty seven months after the
first documentation of the deficiency.

This entire event is significant evidence that even a year

atter the Order to Show Cause, HL&P management was unable to

13. CCANP is reminded of the August 12, 1979 letter from Mr.
Ferguson of HL&P to Mr. Dodd of B3R which threatened to fire
B&R from their construction role if B&R did not correct numerous
long standing def:-iencies in their construction process. HL&P
witnesses have testified in this hearing that this letter was
an attempt to get Brown and Root's attention.

This letter is evidence in these proceedings because an
anonymous individual passed the letter to Intervenors through
an intermediary.
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achieve a prompt corrective action by Brown and Root as
required by Criterion XVI of 10 C.F.R. Part 50, Appendix B.

The inadequacy of HL&P's response to a legitimate QA
concern is reflected in the telephone call to CCANP. This
inability to adequately respond to legitimate QA concerns is
adverse to a finding of tue requisite character and competence
for receiving a license to operate a nuclear plant.

One additional item emerges from this event. Three HLA&P
management personnel [Barker, Frazer (X), and V] believed a
two year deiay in resolving a deficiency in access design did
not warrant a stop work order. A fourth HL&P manager (W)
disagreed. This proceeding already contains testimony about
confusion regarding the issuance of stop work order by 0C.
Apparently, a similar confusion exists to this day at the HL&P
management level.

b. The investigative findings on Allegation 2 reveal that
for a period in excess of two months, HL&P audit personnel
understood from remarks by Mr. Frazer that NCRs were not to be
written against the FSAR or the new QA program because these
documents were merely paper for the licensing process, rot
regulatory mandates.

At least five individuals (B,N,S,0, and Z) interpreted Mr.
Frazer's remarks at a June 11, 1981 meeting to mean that HL&P
management policy was to consider the FSAR and the new QA program
as merely "licensing documents.” The meeting was held to discuss
the writing of NCRs against the FSAR and the QA program. The
five individuals came away from the meeting that since these

commitments to the NRC were just ®"licensing documents®™, there

was no basis for writing an NCR against them. Z even went so
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understanding of Frazer's remarks. Individual I wrote a me aan-
dum furtbar substantiating Mr., Frazer's position. Barker could
not remember what Frazer said at the June 11 meeting.

Frazer admitted to being aware there was confusion resulting
from his comments but believed the confusion had been resolved
bv the time of the investigation. Frazer claimed he had not
read Z's June 30 letter until on or about August 19. On August
24, in the midst of the NRC investigation, Frazer wrote a letter
which apparently stated that the FSAR and the new QA program
were indeed regulatory mandates 2against which NCRs could be
written for items of noncompliance.

The incident reveals that at least five QA audit personnel
did not act in compliance with NRC regulations for a period of
more than two months. The basis for their noncompliance was the
position they perceived on the part of HL&P management that
nancompliance was exactly what management wanted.l5

Frazer's claim that he was unaware of the situation because
he did not read his mail is not credible.

Also disturbing is that Individual Z waited almost three
weeks to write his letter.

This entire event | ;ises¢ a very serious question about

HL&P management's commitment to comply with NRC regulations.

15. CCANP is reminded of Mr. Swayze's allegation that QC
inspectors played cards for four or five months because their
management would not take adequate steps to prevent intimidation
of the inspectors. Mr. Swayze said he made his decision on the
basis that management's approach indicated management did rot
want QC to do the job QC was hired to do.
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far as to write Frazer a letter on June 30 setting forth this

The event also raises a serious guestion whether HLAP
management views this Board as a necessary nuisance requiring
the generation of paperwork.

Even assuming the HL&P manager was misunderstood by six
people, the existence of the misunderstanding for two months
demonstrates a lack of managerial character and competence.
Corrective action only took place in the face of an NRC
invest1gation.16

c. The investigative findings on Allegation 4 reveal
HL&P management failed to provide adequate gquidance and/or
direction to HL&P procurement personnel clearly having diffi-
culties performing their task. One result was confusion on
the part of HL&P QA personnel over authority and responsibility
for writing NCRs.

Mr. Frazer clearly knew that Individual C was having a
hard time performing his tasks in HL&P procurement. Mr. Frazer
also knew that he was not giving C the kind of assistance C
needed. But Mr. Frazer was just too busy to respond to Individual
C's needs.

One of Individual C's problems was that he ¢id not carefully
read the HL&P procedure which allowed either HL&P or Brown and
Root to write NCRs. When C was told to have Brown and Root
write up a particular NCR, he thought %e was being told he
could not do so.

This event demonstrates an HL&P failure as late as August,

1981 to implement an effective quality assurance program. The

failure of Mr. Frazer to delegate responsibility, if he was

16. Much like the Order to Show Cause episode.
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unable to assist Individual C, who clearly needed assistance,
demonstrates a lack of managerial competence.

The contentions based on 81-28 belong in the expedited
proceeding.

A final note on 81-28. The anonymous caller's Tast words
on June 21, 1981, to the CCANP representative were:

“"Whistle blowers never win. | tried for [deleted] years

to change things. Thank God for people like you and
Peggy Buchorn. [ believe in nuclear power, believe it
can be done right, but this is all wrong."

Mr. Daniel Swayze might well say "Amen".

6. The collapse of the South Texas Nuclear Project
partnership can be traced directly to HL&P's long history of
noncompliance with NRC regulations and to HL&P's lack of
managerial character and technical competence.

The collapse of the partnership building the South Texas
Nuclear Project is a direct outgrowth of HL&P failure to comply
with NRC regulations and of HL&P's lack of managerial character
and technical competence. The moves by partners holding 44% of
this project to extricate themselves from the partnership is at
least, in part, their judgment on the character and competence
of Houston Lighting and Power as a managing partner. This
judgment is based on the poor construction record, the Order to
Show Cause, the length of time passing before Brown and Root's
removal from the project, the Quadrex report, and a concern
this Board will determine the pending issues adversely tu the
Applicants. The judgment of the partners has high probative
value in assessing whether Houston Lighting and Power should be

allowed to go forward with this project.

This issue also belongs in the expedited proceeding.
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7. The decisfon making process by HL&P regarding the
departure of Bruwn and Root from the Souih Texas Nuclear Project
is a matter deservinuy expedited :reatment.

houston Lighting and PYower had no nuclear experience prior
to the Socuth Texas Nuclear Projact. Houston Lighting and Power
hired 3rown and Root *o be architect-engineer and constructor
for cne Svuth Texas Nuclear Project knowing of Brown and Root's
lack ¢! experience in nuclear plants, particularly the absence
of any experience as a.:hitect-engineer,.

Among the fruits of this ill-fated arrangement are wide-
spread nonccimpliance with NRC regulations, an Order to Show
Cause, Commission mandated fssues of character and competence
in the licensing proceeding, the Quadrex repurt, and a collap-
sing partnership.

Houston Lighting and Power now proposes to start all over
again., This Board needs to assess whether Houston Lighting and
Power should be allowed to continue to exarcise the privilege
Lestowed by the public in the 3jranting of a construction permit.
While the Board's position is that the Commission has not given
this Board the power to revoke the construction permit, the
Board recognizes %that it clearly nas the power to recommend
such a revocation to the Commission.l” The Board also has the

pow:r to deny the operating license based on the expedited

17. CCANP believes the facts set forth in this motion are a
sufficient basis for the issuance of an Order to Show Cause as
to why the construction permit should not be revoked and the
convening of a hearing on such an Qrder either before this
goard, another Board appointed by the Commission, or the
Commission itself. CCANP urges the Board to seriously consider
such a recommendation to the Commission. As far as CCANP is
concerned, enough is enough.
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proceeding.

To decide the central questions of Houstor Lighting and
Power's continued role at this nuclear plant, the Board would
be well served by fully exploring the final stages of the
Houston Lighting and Power and Brown and Root relationship.

Houston Lighting and Power's public position is that Brown
and Rost was "reallocated” out of design and engineering because
Brown and Root could not attract and hold enough qualified
engineers and because 2rown and Root design and engineering
could not keep pace with the construction schedule. Manpower
and scheduling concerns are a far cry from the findings of the
Quadrex report.

Was Quadrex central, part of, or peripheral to the decision
making process which led to the firing of Brown and Root? Was
HL&P satisfied with the quality as, opposed to the quantity of
Brown and Root's design and engineering work? Was Houston
Lighting and Power a contributing cause to Brown and Root's
difficulties? Does the site of the South Texas Nuclear Project
make it impossible to attract and hold enough qualified engineers
to build the plant in a timely fashion? If so, will construction
pressures adversely affect the designers énd engineers who are
working on the project?

Houston Lighting and Power's public position is that Brown
and Root is leaving as constructor because a contract to continue
as constructor could not be sucessfully negotiated. Enqgaging in
such negotiations indicates Houston Lighting and Power wanted

Brown and Root to stay. Does this mear Houston Lighting and
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Power found Brown and Root's activities to date in construction

and quality control acceptable?

These questions are only some of the issies raisec by
Brown and Rcot's departure and Houston Lighting and Power's
public position on that departure. Answering these questions
will assist the Board in finding out what lessons, if any,
Housten Lighting and Power learned over the last eight years.l8

Given Houston Lighting and Power's lack of experience in
nuclear plants and given the history of this project, Houston
Lighting and Power's ability to learn is a critical issue to
address at this time. Whether Houston Lighting and Power has
the managerizl character and technical competence to go forward

on this project is an essential issue to the expedited hearing.

CONCLUSION: A1l of the new contentions fit within the
mandate of CLI-80-32 and within the rationale the Board expressed
for having an expedited hearing. These contentions do “"deserve
a full adjudicatory hearing and they do deserve expeditious
treatment because they could prove disqualifying." CL!-80-32,

p. 18.

Additionally, CCANP contends the evidence supporting the

additional contentions is already under Issue A in the expedited

18. As noted at footnote 17, CCANP contends time has rum out
for Houston Lighting and Power to learn. Shaould the Board not
agree and believe that remedifal acts st1!]1 have meaning, then
before Houston Lighting and Power is allowed to continmue, the
Board should be absolutely assured the situation of the 'ast
efght years wi'l never Sappen again,
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procescing. Issue A states:

"1f viewed without regard %o the remedial steps taken
by HL&P, woulu the record of HL&P's compliance with
%RC requirements ... be sufficient to determine that
Hl &P does not have the recessary managerial coumpetence
or character to be granted licenses to operate the STP?"

While four specific areas of noncompliance are identified
in the issue, these are not exhaustive but only among the issues
to he considered.

There exists a prima facie case that the Quadrex report
contains numerous items relevant to the record of HL&P'S
compliance with NRC regulations. Furthermore, the allegation of
deliberate withholding of the Quadrex report and the allegation
regarding Mr. Frazer's remarks in 81-28 raise an iscfue that
noncompliance is not limited to particular events but is now
corporate policy.

The evidence contained in the remainder of 81-28 shows
noncompliance with NRC requirements and a lack of managerial
character and competence.

The evidence of the collapse of the partnership is relevant
because the history of HL&P's inability or unwillingness to
comply with NRC requirements is a central cause of the collapse.
The evidence of the collapse is also evidence of HL&P's failure

to demonstrate the corporate character and technical competence

required of a managing partner and nuclear plant license

applicant.19

19. While not raised as a contention at this time, the actions
of Austin and San Antonio may produce a sftuation where Houston
Lighting and Power lacks the financial capability to finish the
South Texas Nuclear Project.
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The evidence related to the decision to remove Brown and
Root is ~1so relevant and probative of [ssue A. Inherent in the
concept of compliance with NRC requirements is the technical
ability to do so. If HL&P is not technically competent to detect
and correct substandard work, HL&P 1is per se incapable of
comoliying with NRC rejqulations. The entire self-policing process
50 central to NRC regulation also requires a construction permit
holder to be well informed about and responsive to conditions
at the plant during construction.

Based on Houston Lignting and Power's public positions on
the removal of Brown and Root, there is a prima facie case that

iiouston lacks the requisite competence.

IT. CONTENTIONS

CCANP has divided the sacditional contentions into two
categories: generic and itemized. The generic contentions are
the broad conclusions which can be drawn from a series of more
particularized events or facts. The iteamized contentions are
the specific findings of violations evidenced by particular
findings in the Quadrex report or by particular acts or omissions
by Applicants.zo

A. Ceneric Contentions

1. The Quadrex report shows that Houston Lighting and Power
abdicated too much responsibility to Brown and Root for design

and engineering of the South Texas Nuclear Project in violation

20. CCANP appreciates the Quadrex Corporation's help in seeing
the 'mportance of this distinction.
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of FSAR commitment 3.0 and of Critecia I and Il of 10 C.F.R.
Part 50, Appendix B.

2. The Quadrex report shows that Houston Lighting and Power
failed to keep itself knowledgable about the necessary design
and engineering activities at the South Texas Nuclear Project
in violation cf Criteria I and I of 10 C.5.R. Part 50, Appendix
B.

3. The Quadrex report shows that Houston Lighting and Power
permitted a cesign and engineering process adverse to quality
to continue at the South Texas Nuclear Project for years in
violation of Criteria I, II, and IIlI of 10 C.F.R. Part 50,
Appendix B.

4. Houston Lighting and Power reported only three findings of
tne Quadrex report to the Nuclear Reg latory Commission pursuant
to 10 C.F.R. § 50.55(e) in violation of the requiremsnts of 10
C.F.R. § 50.55(e).

5. Houston Lighting and Power management personne! deliberately
withheld significant saifety-related information (the OQuadrex
report) from the Nuclear Regulatory Commissien in violation of
their FSAR commitments, their construction permit, and 10 C.F.R.
Part 50.

6. Section 3.1(f), p. 3-7 et seq. of the Quadrex report shows
that Houston Lighting and Power failed to assure the design an¢
engineering of the South Texas Nuclear Project met commi’ments
made to the Nuclear Regulatory Commission in the Final Safety
Analysis Report.

7. The failure of Houston Lighting and Power to issue a stop
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work order to Brown and Root design and engineering after
receipt of the Quadrex report is a failure to properly execute
a quality assurance program in violation of Criteria I and II!
of 10 C.F.R. Part S50, Appendix B.
8. After receipt of the Quadrex report, the repezted requests
by Houston Lighting and Power to the NRC to continue construction
based con the design and engineering produced by Brown and Root
ar2 a funuamental violation of the entire thrust of 10 C.F.R.
Part 50, Appendix B, which is to prevent any activity potentially
detrimental to the safe operation of a nuclear power plant.
9. Bacsed on the Quadrex report, there is no reasonable assurance
that the structures now in place at the South Texas Nuclear
Project are in conformity with the construction .ermits and the
provisions of Commission regulations.

A. "Much of the plant design basis is rooted in engineering

judgment, and the rationale for this judgment has not
been documented in a retrievable manner." (Section

3.1(a), p. 3-1)

B. "[FJlundamental background information regarding the STP
design is difficult to retrieve since many current B&R
engineers are not sufficiently familiar with the STP
design or its bases." (Section 3.1(g), p. 3-10)

C. "In several instances, design activities that affected
plant safety were designated as non-S/R [non-safety-
related].” (Section 3.1(d), p. 3-6)

D. There is doubt "about the rigor of the safety-related
evaluation process." (Section 3.1(h), p. 3-11)

E. "A working interface relationship among the disciplines
is not routine particularly regarding follow-through
at the discipline input-output interface." (Section
3.1(s}), p. 3-2)

F. “There is little evidence of a well-thought-out and
consistent basis for design.” (Section 3.1(g), p. 3-8)
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G. "There were many inconsistencies noted btween the FCAR
and other design and procurement documents." (Section
3.{F), pe 3=7)

H. “"In a number of areas the FSAR is now out-of-date."
(Section 3.1(f), p. 3-8)

10. The collapse of the South Texas Nuclear Project partnership
is a result of Houston Lighting and Power's noncompliance with
NRC regulations, lack of corporate character, and ‘ack of
technical compete~ce.
11. Given the serious deficiencies in the Brown and Root design
and engineering programs, Houston Lighting and Power's public
position that Brown and Root was "reallocated" from design and
engineering for reasons of manpower shortages ard scheduling
difficulties demonstrates an inadequate appreciation by HLA&P
for the quality deficiencies in B&R's design and engineering
programs.
12. The fact that Houston Lighting and Power was still trying
to give Brown and Root responsibility for construction and
quality control in October, 1981 demonstrates an inadequate
appreciation by HL&P for the quality deficiencies in B&R's
construction and quality control programs.
B. Itemized Contentions

For each itemized contention related to Quadrex findings,
examples of such findings are offered as supportive evidence.
The supportive list is not, however, an exhaustive list of all
findings which would tend to support the contention. The itemized
contentions are numbered sequentially with the generic conten-

tions for ease of reference.
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13. The Quadrex report shows that Houston Lighting and Power
failed to establish and effectively execute an acceptable
quality assurance program in violation of Criteria I and I! of
10 C.F.R. Part 50, Appendix B.

A. "It was observed on many occasions that B&R uses a very
sharp distinctior between S$S/R and non-S/R categoriza-
tions for both equipment and calculations. A non-S/R
designation results in the design outputs not being
subjected to design verification. In several instances,
design activities <that affected plant safety were
designated as non-S/R." (Section 3.1(d), p. 3-5)

B. "It was frequently stated during the design review that
only NRC regu:rements must be met whether or not those
requirements are accurate, reasonable, or even meet
the intent of the regulations." emphasis in original
(Section 3.1(d), p. 3-6

C. "The absence of specific reliability requirements in
both mechanical and electrical equipment specifica-
tions, and the inability to produce a standard check-
list of postulated failures to be considered casts
doubt on the rigor of the safety-related evaluation
process.” (Section 3.1(h), p. 3-11)

D. An "abnormally high error rate was observed in Brown
and Root caiculations for the nuclear, as opposed to
the convention2l, aspects of the engineering work."
(Section 3.1(j) [sicl, p. 3-11)

14, The Quadrex report shows that Houston Lighting and Power
failed to adequately verify safety-related design and engineering
work at the South Texas Nuclear Project in violation of Criteria
[ and XVIII of 10 C.F.R. Part 50, Appendix B.

A. "Input data to a technical group does not appear to be
consistently reviewed by that group for its reasonable-
ness prior to use." (Section 3.1(b), p. 3-3)

B. "Significant quality variations were also observed in
the design review comments provided for internal docu-
ment: prior to their initial issue or their subsequent
revision.” (Section 3.1(g), p. 3-9)

C. The current design includes design details "obtained
from other PWR plants and used without confirming their
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appropr;ateness for this application.” (Section 3.1(g),
po 3"10

D. "There were no documented standards regarding the
minimum qualifications required for a design verifier.”
(Section 3.1(j), p. 3-13

E. “"The only evidence of a completed design verification
is a signature, since B&R does not require either the
use or completion of design verification checklists.
Consequently, there is evidence that the key design
verification questions are not being adequately ad-
dressed.” {Section 3.1(j), p. 3-13)

15. The Quadrex report shows that Houston Lighting and Power
failed to assure adequate documentation in an identifiable and
retrievable manner of the safety-related design and engineering
work at the South Texas Nuclear Project in violation of Criteria
I1 and XVII of 10 C.F.R. Part 50, Appendix B.

A. "There is no indication that an effective systems inte-
gration and overview function exists within the B&R
design process. ... A major concern is with the
achievement of internal consistency among various de-
sign documents and the maintenance of that consistency
over time with personnel turnover.”

B. “Much of the plant design basis is rooted solely in
engineering judgment, and the rationale for this judg-
ment has not been documented in a retrievable manner.”
(Section 3.1(g), p. 3-10)

C. "B&R does not require use of ... individual engineer
log-books to record key bases, assumptions, or deci-
sions. ... Consequentiy, fundamental background in-
formation regarding the STP design is difficult to
retrieve since many current B&R engineers are not
sufficiently familiar with the STP design or its
bases.” (Section 3.1(g), p. 3-10

16. The Quadrex report shows that Houston Lighting and Power
failed to properly identify safety-related versus non-:afety-
related aspects of the design in violation of Criterion II of

10 C.F.R. Part 50, Appendix B.
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A. "In several instances, dezign activities that affectea

plant safety were designated as non-S/R." (Section
301(d), p' 3-6)

B. There is dou*t "about the rigor of the safety-related
evaluation process.”
17. The Quadrex report shows that Houston Lighting and Power
failed to establish and effectively execute adequate design
control at the South Texas Nuclear Project in violation of
Criterion III of 10 C.F.R. Part 50, Appendix B.

A. "There it no indication that an effective systems
intagration and overview function exists within the
B&R design process." (Section 3.1(a), p. 3-1)

B. "HL&P has indicated that their organizational struture
is closely aligned with that of B&R, and that no
systems engineering function exists within the utility
either." (Section 3.1(a), p. 3-2)

C. "A working interface relationship among the disciplines
is not routine particularly regarding follow-through
at the discipline output interface." (Section 3.1(a),
p- 3‘2)

18. The Quadrex report shows that Houston Lighting and Pcwer
failed to assure that applicable regulatory requirements, design
bases, and other requirements for design and ergineering of the
South Texas MNuclear Project were included or referenced in the
documents for procurement or services from subcontractors in-
volved in design and engineering work - for the South Texas
Nuclear Project in violation of Criterion IV of 10 C.F.R. Part
50, Appendix B.

A. "Brown and Root does not provide adequate guidance to
vendors stipulating acceptable analysis and testing

methods, required data, and report format." (Section
3.1(b), p. 3-4)

19. The Quadrex report shows that Houston Lighting and Power
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failed to adequately prescribe by documented instructions,
procedures, or drawings the safety-related design and engineering
sctivities at the South Texas Nuclear Project in violation of
Criterion V of 10 C.F.R. Part 50, Appendix B.
A. "No written design bases are provided to guide the
designer in what combinations of events and plant

modes must be considered.” (Section 3.1(c), p. 3-4)

B. "Consideration of degraded equipment performance was
also not evident." (Section 3.1(¢c), p. 3-4)

C. "No guidelines exist on what types of failures should
be considered for various types of equipment.” (Section
301(9)' p- 3‘7)

D. "There was iittle evidence of a well-thought-out and
consistent basis for design." (Section 3.1(g), p. 3-8)

E. "A number of key front-end criteria documents are
missing from STP." (Section 3.1(g), p. 3-9)

F. "A plan tc identify and develop these TRDs on the
project was not evident." (Section 3.1(g), p. 3-9)

20. The Quadrex report shows that Houston Lighting and Power
failed to adequately control the issuance of documents, such as
instructions, procedures, and drawings, including changes there-
to, which prescribed safety-related design and engineering in
violation of Criterien VI of 10 C.F.R. Part 50, Appendix B.

A. "A major concern is with the achievement of internal
consistency among various design documents and the
maintenance of that consistency over time with personnel
turnover." (Section 3.1(a), p. 3-2)

B. "Design criteria provided in issued Design Descriptions
(SDDs) and Technical Reference Documents (TRDs) ... do
not adequacely address more recent developments,"” par-
ticularly developments in the post-1975 period.
(Section 3.1(c), p. 3-4)

C. “"There many inconsistencies noted between the FSAR and
other design and procurement documents." (Section
301(f). po 3‘7)



“"There did not ‘ o be any method to

imely updatin FSAR was being accomplished.
(Section 3.1(f

In a number of areas the FSAR is now out-of-date."”
(Section 3.1(f), p. 2-8)

2l1. The Quadrex report shows that Houston Lighting and Power

failed to adequately establish measures to assure that purchased
safety-related engineering and design services confaormed to the
procurement documents in violation of Criterion VII of 10 C.F.R.
Part 50, Appendix B.

t was noted that the Materials Group does not review
ubcontractor material selection." (Section 3.1(g), p.
3-9)
The amount of nuclear-related analysi , , ibcon-
racted by B&R is higher than a typica practice.
The technical guidance provided by

ubcontractad consultants,

ot appear adequate." |

shows that Houston
and execute effectively a program
safety-related design and engineering work to
verify conformance with the documented instructions, procedures,
and drawings for accomplishing the activity in violation of
Criterion X of 10 C.F.R. Part 50, Appendix B.

“No documented criteria exists governing the evaluation
for vendor reports."” (Section 3.1(b), p. 3-3)

irown d Root continues to pursue a policy that work
erformed major subcontractors or suppliers, such
as EDS Nuclear and Westinghouse, is design verified by
hese firms and can therefore be assumed to be correct.”
(Section 3.1(b), p. 3-3)

There were numerous differences between EDS practices
and FSAR promises. (Section 3.1(f), p. 3-8)
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23. As evidenced by the investigative results in Allegation 1
of I&E Report 81-28, Houston Lighting and Power management
failed to assure prompt corrective actien by Brown and Root in
the area of access engineering in violation of Criterion XVI of
10 C.F.R. Part 50, Appendix B.

24, As evidenced by the investigative results in Allegation 1
of I&E Keport 81-28, Houston Lighting and Power management does
not have a ronsistent policy on the issuance of stop work orders
in violation of Criterion I of 10 C.F.R. Part 50, Appendix B.
25. As evidenced by the investigative results in Allegation 2
of I& Report B81-28, Houston Lighting and Power management
personnel are not committed to respecting the mandates of NRC
requlations, especially Criteria I and Il of 10 C.F.R. Part 50,
Appendix B.

26. As evidenced by the investigative results in Allegation 4 ,
of T&E Report 81-28, HL&P management failed to effectively
implement a quality assurance program in violation of Criterion

I of 10 C.F.R, Part 50, Appendix B.

As a result of the foregoing, the Commission cannot make
the findings required by 10 C.F.R. §§ 50.57(a), (1), (2), (3),

(4), and (6).

III. JUSTIFICATION FOR LATE FILING

A. There is good cause for the lateness in fi1ling additional
contentions.

CCANP recognizes that the time for filing contentions
expired in 1978, But CCANP contends that the developments
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delineated in the introduction to this motion created an entirely
new situation. The Board's Memorandum and Order (Concerning
Changed in Schedule for Hearings dated October 8, 1981, recog-
nized “"the extent and significance of the organizational changes,
and their clear impact on the issues encompassed within CLI-80-
32 (as well as on intervenors' contentions) ...." (p. 4) This
recognition came even before the November announcement of Brown
and Root's termination as constructor and when Quadrex had only
been in the hands of the Board for a few days at most. The
special prehearing conference sheduled for December 8 is rre-
cisely for the purpose of determining what the impact of these
recent events will be on this proceeding.

These events also provided information never previously
available to Intervenors, either because the information was
hidden by the Applicants or because unpredictable events
transpired.

For these reasons, there is good cause for filing additional

contentions by CCANP.

B. Assuming good cause for lateness is established, the
balancing of the five factors in 10 C.F.R. § 2.714(a)(i-v)
determines whether the contentions are admitted.

According to previous rulings of the Commission, late
filed contentions are first examined to see if there is good
reason for lateness and then a balancing test is conducted of

the five factors in 10 C.F.R. §2.714(a)(i-v) to determine if

the contentions are admitted. Pacific Gas and Electric Company

(Diablo Canyon Nuclear Power Plant, Units 1 and 2), CLI-B81-5,
13 NRC 361, 364 (1981).
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The five factors are:

(1) Good cause, if any, for failure to file on time.

(2) The availability of other means whereby petitioner's
interests will be protected.

(3) The extent to which petitioner's participation may
reasonably be expected to assist in developing a sound record.

(4) The extent to which the petitioner's interest will
be represented by existing parties.

(5) The extent to which the petitioner's pﬁrticipation
will broaden tne issues or delay the proceedings.

1. The additional contentions are filed on time.

The events creating the basis for the additional contentions
all occurred within the last six weeks. These events included
the release of a report (Quadrex) in three volumes of more than
500 pages and containing hundreds of findings. CCANP filed the
additional contentions within a reasonable time of petitioner's
receipt of the new information. The first factor, therefore,
favors admission.

2. Only admission of the additional contentions can protect
Intervenor interests.

As with CEU's additional contentions filed regarding

American Bridge steel, there are really two elements to the

Intervenors' interests.20

The first element 1is the actual past events, acts, or

omissions and their probative value in judging the competence

21. "Citizens for Equitable Utilities Motion to File New
Contentions Based on New Information and to Establish a Discovery
and Hearing Schedule with Respect to the New Contentions.”



e, A
and character of Applicants. The only place the competence or
character of Applicants is at issue s 1in this proceeding.

The NRC staff has already taken the position that the
Applicants have the requisite character and competence. CEU has
taken the position that they wanted Brown and Root off the job
as their only goal. Only CCANP is arguing that Applicants do
not have the requisite character and competence. Thus, only
CCANP can protect 1its interest 1in arguing this position.

The second element is the effectiveness of remedial acts
taken. In the case of the CEU additional contentions on American
Bridge steel, the Staff and Applicants argued that the problem
of remedies was being addressed by the Applicants pursuant to
the 50.55(e) process and any resolution would b2 reviewed for
adequacy by the NRC.22

CCANP rejected and continues to reject this arqument. The
Order to Show Cause of April, 1980 was in essence a reverse
50.55(e) report with the NRC reporting significant findings
which could adversely affect safety. The NRC charged Applicants
with responding to the Order to Show Cause and the NRC retained
the review function. Yet the Order to Show Cause was admitted
to these proceedings under issues A, B, C, D, and ¢t.

In the case of the additional contentions related to
Quadrex proposed herein, the continued refusal of HL&P to report

more than three Quadrex findings pursuant to 50.55(e) rules out

22. "NRC Staff Response in Opposition to CEU' Motion to File
Additional Contentions", p. 4; "Applicants' Brief in Opposition
to CEU Motion to File Additional Contentions”, p. 11.
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even the 50.55(e) argument previously made by Staff and Appli-
cants.

Nor has the NRC conducted an investigation similar to Qua-
drex or taken any enforcement action based on Quadrex.

The additional contentions based on I&E Report 81-28 are
again a matter of evaluating a past act as reflecting on the
character and competence of the Applicants. Again, the NRC
Staff has taken a position that the Applicants have the required
character and competence. Only CCANP argues to the contrary.

The contention on the collapse of the partnership is also
a uniquely CCANP contention.

In the case of the additional contentions related to the
firing and withdrawal of Brown and Root, apparently only the
Intervenors have an interest in an in depth exploration of the
decision making process and the post decision implications as
to the character and competence of the Applicants. The NRC has
not indicated any interest in examining the process or the
implications.

3. Absent the admission of 'ew contentions, the record of
this proceeding will be seriously flawed.

The essence of [ssue A is the history of HL&P's noncompliance
with NRC requirements as a basis for judging character and
competence. This same concern is at the heart of Issues B, C,
D, and E.

A1l of the new contentions go directly to HL&P's noncom-
pliance history and the implications of that history for the

issue of character and competence. Competence and character are
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a generic finding for which the underlying universe of proof
is limited only to evidence directly related to noncompliance
with NRC requlations. In the partnership issue,evidence;ﬁn the
nature of direct character evidence.

Excluding these contentions from the expedited operating
license proceeding would create a record denied highly probative
evidence. The new developments call for the issues to be read
broadly.

This motion is adequate evidence that CCANP can make a
substantial contribution to development of a sound record and,
indeed, that CCANP is essential to that task.

The third factor also favors admission.

4. The issue of CCANP's interests being represented by
existing parties is moot.

As an admitted intervenor, CCANP is already recognized as
representing an independent viewpoint. This factor is uniquely
applicable to a pet.tion requesting intervention status.

The fourth factor is, therefore, irrelevant to the balancing

process.

5. The contentions are already included in the issues
currently before this Board. While admission of the new conten-
tions will lengthen the expedited hearing, much of the delay
is attributable the omissions of the Applicants.

As arqued at pages 32-34 above, the additional contentions
are based on evidence already admissible under Issue A. The
cantentions provide a framework for the orderly presentation of
evidence, findings of fact, and conclusions of Taw. Admission
of the contentions will in no way broaden the issues currently

before the Board.
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Admitting these additional contentions will certainly leng-
then the expedited hearing. Discovery, preparation of testimony,
and identification of witnesses take time.

At the same time, a major area of discovery - Quadrex -
could have beer ready for hearings now, if the Applicants had
released the report last May. To exclude the Quadrex contentions
on the basis of delay would be to reward the Applicants for
withholcding the report.

The contentions based on I[&E Report 81-28 emerges from
fresh events. If the NRC were not so short of investigative
staff in Region IV, the allegation reported in June would have
been investigated at that time. Preparation for testimony could
easily have been completed by now.

The contention based on collapse of the partnership also
emerges from very recent events. Had Houston Lighting and Power
been a better managing partner, this collapse may never have
happened.

If Houston Lighting and Power had not waited eight years
to remove Brown and Root from the project, the contention cn
this matter could have been adequately prepared by rnow. To
exclude the contentions based on delay. would be to reward
Houston Lighting and Power for failing to take prompt corrective
action in an area of known deficiency, that is rewarding Houston
Lighting and Power for violation of Criterion XVI of 10 C.F.R
Part 50, Appendix B.

While admission of the new contentions will occasion delay,

that delay is more the responsibility of the Applicants than
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CCANP.
The fourth factor, therefore, weighs against admission, but

there are mitigating circumstances.

A balancing of the four relevant factors in 10 C.F.R.
§ 2.714(a)(1)(i-v) favors the admission of all the new conten-

tions.

IV. DISCOVERY AND FURTHER HEARINGS
Upon acceptance of any new contentions, CCANP moves for a
ninety day discovery period, beginning on the date of acceptance,
to provide adequate time for interrogatories, taking of deposi-
tions, development of testimony, and identification of new
witnesses.
After the discovery period is completed, the expedited

hearings would contiinue.
Respectfully submitted,

Lanny¥Sinkin

Pro Se Counsel

Citizens Concerned About
Nuclear Power

2207 D Nueces

Austin, Texas 78705

(512) 478-3290

Dated November 21, 1981
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Jay M. Gutierrez, Esqg
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Legal Director

U. S. Nuclear Regulatory
Commission

Washington, D.C. 20555

Atomic Safety and Licensing Board

U. S. Nuclear Regulatory Comm.
Washington, D.C. 10555
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U. S. Nuclear Regulatory Comm.

Washington, D.C. 20555
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September 28,

Charles Bechhoeffer, Esquire
Chief Administrative Judge
Atomic Safety and Licensing

Becard Panel

U.S. Nuclear Regulatory Commiss.on
Wwashington, D. C. 20555

Dr.

James C. Lamb, III

Administrative Judge
313 Woodhaven Road
Chapel Hill, North Carolina 27514

rnest E. Hill

Administrative Judge
Lawrence Livermore Laboratory
Post Office Box 808, L-123

Livermore,

California 94530

RE: Houston Lighting & Power Co. et al.
South Texas Project, Units 1 & 2,
Docket Nos. STN-50-498, STN 50-499

Dear Members of the Board:

As indicated in our letter of September 24, 1981,

regarding the reallocation of responsibilities in con-
nection with the South Texas Project, it is HL&P's plan
to undertake a comprehensive review of the existing de-
sign, engineering and construction in order to "bench-
mark" the status of the Project and to verify compliance
with applicable reguirements.

As mentioned in Mr. Goldberg's testimony on May 19,

1981 (Tr. 2404-06) HL&P has already filed several re-
ports pursuant to 10 C.F.R. § 50.55(e) on design matters.
Some of these items were identified in a report prepared



LowensTEIN, NEWNAN, RE1S & AXELRAD

Charles Bechhoeffer, Esguire
Dr. James C. Lamb

Ernest E. Hill

September 28, 1981

Page Two

for HL&P by Quadrex Corporation. Written notices on two
of these matters have been submitted to the Staff, the
Board and th: Parties. A third item relating to shield-
ing calculations was orally reported to the NRC Staff
but, as later confirmed in writing, was subsequently
determined not to be a reportable deficiency.

The Quadrex review was undertaken at the direction
of HL&P executive management in order to provide a third
party review of the STP engineering status. It was not
an audit pursuant to oir QA program. Thus, the report
contains many subjective opinicns which are largely un-
supported by the underlying technical data; the report-
able deficiencies identified to date are those referred
to above.

The Quadrex Report is still under review by B&R and
L&P and, as mentioned above, the review of such matters
will also ke a part of Bechtel's initial task in connec-
tion with the STP. The results of this review, which will
be provided to the Board and the parties, will additionally
serve to place these matters in proper perspective.

The Quadrex document is a large, multi=-volume report.
A copy of the entire report will be sent under separate

cover to the members of the Board and to Messrs. Jordan,
Reis and Sinkin.

Respectfully submitted,

\

ck R. Newman

Of Ccunsel:

Lowenstein, Newman, Reis

& Axelrad
1025 Connecticut Avenue, NW
Washington, D. C. 20036

Baker & Botts
3000 One Shell Pla:za
Houston, Texas 77002

Attorneys for HOUSTON LIGHTING & POWER COMPANY,
Prcject Manager of the South Texas Project, acting
herein on behalf of itself and the other Applicants,
CITY OF SAN ANTONIO, TEXAS, acting by and through
the city Public Service Bcard of the City of San
Antonio, CENTRAL POWER AND LIGHT COMPANY and CITY

OF AUSTIN, TEXAS.

cc: Certificate of Service



UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION

BEFORE THE ATOMIC SAFTETY AND LICENSING BOARD

In the Matter of

Docket Nos. 50-498 OL
50-499 OL

HOUSTON LIGHTING AND POWER
COMPANY, ET AL.

(South Texas Project,
Units 1 and 2)

CERTIFICATE OF SERVICE

I hereby certify that copies of Applicants' letter to the
Atomic Safety and Licensing Board dated September 28, 1981,
have been served on the following individuals and entities by
depcsit in the United States mail, first class, postage prepaid,
on this 28th day of September, 1981.

Charles Bechhoefer, Esqg. Brian Berwick, Esg.
Chief Administrative Judge Assistant Attorney General
Atomic Safety and Licensing for the State of Texas
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Investigation Report: 50-498/81-28; 50-459/81-28
Dockets: 50-498; 50-499
Licensee: Houston Lighting and Power Company
P. 0. Box 1700
Houston, Texas 77001
Facility: South Texas Project, Units 1 and 2

Investigation at: Houston, Texas
South Texas Project, Matagorda, Texas

Investigation Conductad: July 29 - August 26, 1961

Investigator: # ‘i"z’;;’/’Zé’/
. K. Herr, Senior investigator vate

Investigation and Enforcement Staff

Inspector: ro/e/ &/
esident Reactor inspector te
Approved by: "/‘///
. Gagliardo, Director Date
Investigation ang Enforcament Staff
Summa ry

Investigation conducted an July 29 - August 25, 1981 (Report 50-498/81-28:
50-499/81-28).



Areas Investigated: Alleged improper activities by HL&P QA management
concerning: nonsuppert of QA Department requested stop work order; nonsupport
of QA audit personne] to write NCR's against licensed documents; nonsupport
of QA procurement persorael in initiating NCR's; and disquised welding rework
activities. This investigation involved 30 investigative hours by one NRC
investigator and one NRC inspector.

Results

Investigation disclosed that HLAP QA management had authority and acted within
HL&P procedures to correct NCR deficiencies in the absence of a stop work
order; that HL&P QA management through misunderstanding did prevent QA auditors
from writing NCR's against licensing documents; that we'ding was not disguised
in any manner; and that HLiP QA procurement versonne’l were instructed properly
oy HL&P QA management in regards to initiating NCR's.



SUMMARY

The investigation disclosed that HLAP QA personnel supported a stop work
order Dased on an NCR that was written in June 1981; however, upper management
personnel (HLAP QA and Project Managers) did nat support a S$top work order
and chose to accele 1te correction of the noncon“armance in order to avoid
d ST00 work order. The investigation reflectad that the NCR in question
was Deing properly addressed in that a final resolution had seen agreed
4pon by Srown & Root and HLAP, and was pending final implementation oy
8rown & Root. Secondly, the investigation disclosed thar HLAP QA management
told QA auditor perscnnel not to write up NCR's on things which were out
of compliance with the rSAR and/or QA program description during a June
15381 meeting; however, HL&P QA management explained that a great amount

of confusion and/or misunderstanding had occurred. This part:cular

'ssue has Deen resolved with the issuance of an HL&P position statament
that gives auditors the freedom to write NCR's against the FSAR and/or QA
program description. Thirdly, the investigation disclosed that one
fndividual i1 the KL&P QA organization had directed his personnel to
airect Srown & Root personnel %o write NCR's when discrepancies occurres:
NCwever, this was in accorcance with HL&P and B&R procedurss. Finally,
the investigation discloced that multiple welds were accomplished during
welding (aluminum/broaze! ocperations, and 3&R procedures require engineers
to evaluate the effects on the mechanical properties. In addition,
informational radiographs of welds were serformed and reviews were
documented on these repairs/reworks to ensure proper welding in accordance
#1th proper weiding codes and procedures.

SACKGROUND

On June 22, 1381, Individuz A telephonically notified the reporting
investigator and stated thi. he had received a telephone cal' from an
individual who identified himself as “Joe Duncan." According to Individual
A, "Mr. Duncan" claimed to be a QA inspector for HL&P while located at the
South Texas Proiect. Individual A stated that "Mr. Duncan” provided
allegations set forth in this repcrt; however, he refused to provide further
details or information which might identify him. Individual A remarked
that efforts to identify “Duncan” as an HLAP ampicyee were negative. The
investigator was unatle to identify "Mr. Duncan” on current or past HL&P
organizational charts or rosters. HLAP indicated that sersonnel records
snCwed that no such person aver worked for ~LiP.



DETAILS

Pers. ns Contacted

Principal Houston Lighting and Prwer Company (HL&P) Emplovees

R. Frazar, QA Manager
0. Barker, Project Manager

Principal Brown & Root (8&R) tmplovee

Other Individuals

[ndividuals A through 2

[nvestigation of A?Tegations

Allegation No. 1

That Individuals X and Y, HLAP management perscnneil, disag. red with
HL&P QA perscnnel who wanted to issue a STOp work order to Srown &
Root design engineering relating to the fact that Brown & Root design
engineering effort was falling behind construction activities which
might produce construction errors. While an NCR had been {ssued on
this topic, HL&P QA personnel thought a stop work order should have
been issyed.

investigative Findings

[nvestigation disclosed an HLiP memorandum (Attachment 1) dated June 5,
1981, executed by Individual K, concerning design review accessibility.
This memorandum identifies HL&P QA concerns about the lack of design
access criteria supplied by Brown & Root, and stated that Individuals
and L wouid develop an NCR (subsequently identified as ST-5A, Attachment
2) and utilize this as a basis for a potential stcp work orcer regarding
Access design review activities.

Individual C stated that upon receipt of Attachments ! and 2 he drafted
3 5T0p work letter; however, he withdrew the letter after a subsequent
meet g with Individual Y. Individual C explained that [ndividual Y
recJested the ocpportunity to try and obtain Brown & Root's immediate

atiention relative to correcting the condition described in the NCR and if



he were unsi :zessful then the NCR should be elevated to 3 stop work

order. Individual C remarked that his main goal, and the goal of his
management, Individuals [ and X, was to get the attention of Brown &

Root management for appropriate action in this area in order for them

Lo readdress priorities and ensure that adequate access design (procedures)
measures were established and implemented in a timely sanner. Inaividual

C pointed out that the original NCR (ST-5) concerniry this area was
executed in November 1880. Individual C stated that subsequent contact
with 3row) & Root management on August 10, 1981, resulted in a satisfactory
action/re:ponse to NCR ST-5A which is scheduled to be implemented on or
about Qctober 1981.

[na1. "“vals X and V, r'af management personne!, advised that they supported
Indiv qual Y's pesition that & stop work orde~ was not needed at this time
and agaitional overall information was needed t: resolve the subject NCR.

Indiviauals J, K, S, and M, HL&P QA personnel, all supported a stop work
orcer explaining that access design problems were identified as sarly

as July 1379, in audit report BR-2S5 and again in HBR-42 (performec

May - June 1881). In addition, the investigation disclosed that a
consultant report dated May 1981, from the Quadrex Corporation,

1700 Del Ave., Campbell, Califirnia had also identified B&R access
design problems.

Individuals J, K, S, and M stated that the stop work order is not the
main issue but effective and timely corrective action by Brown & Root is
the real issue. Individuals J, K, S, and M remarked they did not care
«':at mechanism was utilized to achieve the desired results, explr»ir’'ag
that getting the attention of 8rown & Root management to assure 1mplemen-
tion of the corrective procedures is the important aspect.

Individual Y statea that he could not specifically recall having a meet-
ing with Individual C; however, he recalled NCR ST-5A and remarked

that he personally contacted Brown & Root upper management in June 1981,
and requested immediate corrective action. Individual Y stated that
subsequent to Auqust 15981, a joint meeting was held between HLAP QA

and 3rown & Roo: personnel and that proper action was initiated by

8rown & Root. He added that implementation of that action would correct
the condition identified in the NCR. Individual Y did not believe that
a stop work order in 'is case would have accomplished the corrective
action as quickly as his efforts did.




Individual W, HL&P QA management individual, advised that he did not
Lecome aware of the NCR in gquestion unti) August 22, 1981. Individual W
remarked after a review of the NCR ST-5A that he would have supported

a4 sTop work orcer Dased on the 8&R's failure to take effective and
timely corrective action on the NCR regardless of the seriousness of

the NCR. Individual W stated that he would look into this situation,
and if in his judgment, Brown & Root's implementation of the proposec
corrective action was not timely enough, he would not hesitate tc
immediately fssue a stop work order.

Allegation No. 2

X
That Individual BRI told HL&P audit personne) not to write up NCR's on
things that were out of compliance with the FSAR or the new QA program
description given to NCR, because "it is just a licensing document not a
reguiatory item."

Investjgative Findings

Interviews of Ingividuals B, N, S, anu O, HL&P QA personnel, disclosed
that an audit (No. HBR-43) was conducted at South Texas Project (STP).
Individuals 8, N, S, and 0 remarked that during this audit a meeting

was held at STP with cognizant personne! including Individuals 8, N, S,
O, and Z. According to Individuals 8, N, and S this meeting was held
Secause questions were raised by HL&P QA management relative to manage-
ments concerns that the HL&P auditors were writing NCR/ADR's against

the FSAR and/or the new QA program description. Accorcing to

Individuals 8, N, S, and 0 Individual X stated during this meeting

words to the effect, that the FSAR and the new QA program description
given to NRC are just Ticensing documents and not regulatory items

and that NCR/ADR's were not to be written on things that were identified
as being out of compliance. This intarpretation was further substantiated
in part by Individual Z who wrote a letter (Attachment 3) to Individual X
setting forth the general position of Individual X during the June 11,
1981, meeting. In addition, Individual I submitted an HL&P office
memorandum dated July 24, 1981, (Attachment 4 - selected portions) that
further substantiates, in part, the comments made by Individual X. Indi-
vidual Y remarked he was present during the June 11, 1981, meeting at

STP but could not clearly recall what was stated. Individuals N, 0,

and J each stated that as a result of the June 11, 1981, meeting, and

the remarks made Dy Individual X, a great deal of misunderstanding had
occurred, and an HL&P's position on this matter was not clear.




Interview of [ndividual X resulted in Individual X stating that he was
dware that some misunderstand ng cccurred as a result of his comments

Sut believed the issue had been cla:ified. Individual X remarked that

ne did not specifically state that auditors should not write NCR/ADR's

on things out of compliance with the FSAR or the new QA Program Description
given to NRC decause they a=e licensing docume.its and not regulatory

items. Individual X stated that he recognized that further dialogue was
necessary after the meeting to clarify ~artain issues. Individyal X stated
that he only read th2 le*ter from Indi.idual Z within the past day

or 5o (August 13, 1981) ind that he does not agree with the contents.
[naiviqual X remarked that he will write a letter to Individual Z,
clarifying the HL&P QA organization's position and further make the

Tetter available to cognizant QA audit personnel. Individual X executed

3 response letter (Attachment 5) to Individual Z which stated AL&P QA's
pesition, and clarifies the issue. Subsequent contact with HL&P auditors
disciosed that Attachment 5, cleared up all misunderstanding and

emphasized that they support *-is pesiticn.

Allegation No. 3

That welding is being done six or seven times to get acceptanle weld;
nowever, wnen welding six or seven times on the same weld one Jestroys
the tensile strength. While welds are being done again, the welding
s called "informaticnal" rather than rewcrk in an attempt to disguise
the multiple effect.

Investigative Findings

[nterviews of Individuals P, ., and R and review of saiected records
resulted in the identificati.n of instances wnere multiple repair or
rework was accompliched in accordance with standard repair procedures.
Interviews with an L&P Welding Supervisor, an HL&P QA Specialist, and
2 B4R Welding Engineer resulted in identi fying the area where the
nighest reject/repair rate occurs. The Essential Cooling Water (ECW)
System is the area. The investigators reviewed HLAP and B4R welding
trenc reports; HLAP correspondence No. B3C32953, June 30, 1981, and 3&R
corresponceance No. BC3IS61. The trends in these reports cover the
perisds since ASME welding wa. restarted in October 196 unti) August 15,
1581. These reports track the rejection rate, welder preformance
analysis and the welder/welding operatar proficiency ts reduce welding
proclems or identify selders needing additional training. The inves-
tigators detarmined that excessive repair rates aras closely monitored
and engineers must avaluate welds where more than three major repairs
cccur. This is required by welding procedurs MECD-4. [nvestigators
selected weld number 0001 in the ECW system which represented the "worst
case analysis." This weld had been repaired as many as six times as a
resuit of informational radiographic examinations fdentifying weld
defects that had to be repaired. All of the welding that had bdeen
performed since October 1380, had Seen or was in the process of being



re-examined and repaired as 2 result of commitments made to the NRC in
the licansee’s response to the Show Cause Order. A1l of the welding
repairs reviewed were accomplished in accordance with 3&R oroceduras
MZCP-4, Revision 15, Section 8.12, Weld and Basa Meta' Repairs, and in
accordance with ASME Code Division 1, Class 3 requirements. The subject
code dces noc require radiographic examination; however, the licensee
elected to perform informational radiographic examinations of the
aluminum-doronze material because it is a difficult material to weld.
“Informational radiography” is a term used o describe radiographs of a
welc that are not required by ASME codes, but is a test or examination
whic' the licensee performs for his own benefit or information. Through
further discussions with a Srown & Root welding Engineer, the investigators
found that, in general, Brown & R00t had not welded matarials where
muitiple repairs would have an adverse affect on the tensile strength

of the materials. The only material that had Seen weided and could

be adversely affected was the stainless steel piping; however, there

nad been no such multiple repairs on stainless stee] piping since Octeter
1980C.

Interviews with Individuals T, £, and 0, Brown & Root OC inspectors
(mechanical), disclosed that all repair or rework was documented in
accordance with 3rown & Root procedures. Further, all repair work
that was ordered hzd an engineering avaluation and the orders were
signed oy the appropriate engineer.

None of the above individuals had any knowledge of undocumented repa‘r
work. Individual T advised that there had been about five different
weids (aluminum/bronze) that required five to six repairs around the
weld joint circumferences (not on the same spot), and each time a
ragdiograpn was taken to ensure proper welding. Individual U stated
that any welds performed on an identical lecation on the circumference/
Jjoint in excess of three times had been cut out and removed.

Allegation No. 4

Individuals C and F, both of HLAP QA Procurement Program, are "screwing
Jp everytning” because of no experience. In addition, they are the
only unes who could write up NCR's. Also, when other HL&P QA personnel
asked for an NCR to be written up they are told by Individuals C and F
to go have 3rown & Root write it up.

Investigative Findings

Review of background experience of Individuals C and F Dy the investigator/
inspector disclosed both Individuals C and F have adequate education and



experience for their respective positions. Interview of Individual X,
Ingividual C's former supervisor, resulted in his explaining that he

did not provide Individual C with enough guidance and/ur direction due
to numerous other high priority commitments and the fact that he
(Individual X) was physically located about 90 miles away. Individual X
explained that a number of mincor problems developed in Individual C's
office as a result of a lack of positive leadership from himself and/or
other management supervisors. I[ndividual X noted that HLAP Procedures
Manual ?SQP-AS, page 7, paragraph 6.3.3.3, states in part, "Nonconformance
Reports and/or Corrective Action Recuests shall be generated by Brown &
Root or HL&P." Individual X stated t-at in accordance with HL&P
precedures it would be proper for [nc viduals C or F to instruct
subordinates to tall Brown & Root personnel to write up or generate an
NCR when they discovered a nonconforming condition. Individual X
remarked that anyone in HL&P can write up an NCR.

Ouring an interview of [ndividual W, Individual C's present supervisor, he
explained that he recognized that Individual C did not receive adequat.
supervision in the past and ther2 was a lack of proper guidance and
direction on the part of HLAP management. I[ndividual W stated that although
Individual C is physically Tocated in excess cf 30 mi'es 2way from his
lecation, he had spent at least | day a week with Individual C to give

him guidance and direction. Individual W stated that ne had discoverea
during these 1 day a week conferences with [ndividual C that there was

a need for additional personnel, including clerical assistance, which

was presently being considered. Individual W remarced that he was
clarifying Individual C's job function and believed Individual C is a
gqualified and a capabie individual.

Individuals O, E, F, G, ana H, HL&P QA perscnnel, were interviewed.
Interviews showed there was some confusion as to who actually writes up
an NCR. Three individuals stated they had not found any discrepancies
and therefore had not written an NCR within the past § months. One
individual advised that when he discovered an NCR condition, he identified
his concerns tc¢ Individual C and Individual C told him to "tell Srown &
Root to write up the NCR," adding that this was in accordance with HLAP
procedures. [ndividuals 0, £, F, G, and H advised that there had baen
two training classes regarding HL&P procedures, including the PSQP-A9.
However, cne individual admitted that he was absent during one of the
training periods.

[ndividual C stated that he keeps a log of NCR's that are written in his
department, adding that his QA department did not normally wr te a great
deal of NCR's. Individual C stated that he has written about six NCR's
during the past § months which have been entered into the 8rown & Root
NCR system in accordance with HLAP Procedure PSQP-A9.
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CAPTIONED DOCUMENTS

A copy of all documents identified herein as attachments, relating to these
allegations, are maintained in the NRC, Region [V Office. The following is
a 1ist of documents utilized in %his report.

Cocument |

HL&? office memo #Q-7050, dated June 5, 1981

2. Document 2 - HLAP office memo #Q-3000, dated June 11, 1981

3. Document 3 - B4R letter, SFN #Q-0100, dated June 30, 1981

4. Qocument 4

HL&P office memo #Q-5000, dated July 24, 1981

5. Document 5 - HL3P letter, SFN #Q-3200, dated August 24, 1981



y (~ Attachmernt 3 ( .y
\

-~

: . e i
™ TheLight . "o IO g

1 NO P3:50 5 *
company Houston Lighung & "ou.rger' Pb.vBox 17'0('5-3 I-?ouﬂon,Texu 77001 (718)228-921]

June 5, 1981
ST-HL-AE-678 - —
SFN:  V-0530

Mr. Karl Seyfrit

Director, Region IV

Nuclear Requlatory Commission
611 Ryan Plaza Orive, Suite 1000
Arlington, Texas 76012
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Dear Mr, Seyfrit:

South Texas Project

Units 1 8 2
Oocket Nos. STN 50-498, STN 50-499
[ﬁ\ First Interim Report Concerning

Comouter Program Verification

On May 8, 1981, Houston Lightin) & Power Company, pursuant %o
10CFRS0.55(e), notified your office of an item concerning computer proaram
(coce) verification. The verification methods lack adequate visibility to the
user as 1o whether or not the program versions in use have been verified.

An 2ssessment of computer codes used on the South Texas Project is in
progress. This assessment includes a review of the computer program
verification reports (CPVR) to evaluate the qualification of the computer codes
used on the South Texas Project and a review of calculations for aooropriate
application of computer codes. To date, there has been no technical inadequacy
fdentified in the use of computer programs which would preclude the safe
operations of the plant. The next interim report concerning this item will be
submitted to your office by August 28, 1981.

[f you have any questions concerning this item, please contact Mr. Michae!
E. Powell at (713) 676-8592,

Very truly vours,

E A Ll .

6. W. Oprea, Jr,
o Executive Yice President

MEP /amj : y E 27
~ 810612¢g2\V%S S /e
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June 9, 1981 :--.
ST-HL~AE~676 : . v
SFN: V-0530 ~ A

Mr. Karl Seyfrit

Director, Region IV

Nuclear Regulatory Commission
611l Ryan Plaza Drive, Suite 1000
Arlington, Texas 76012

Dear Mr. Seyfrit:

South Texas Project
Units 1 & 2
Docket Nos. STN 50-498, STN 50-499
First Interim Report Concerning
Heating, Ventilation and
Air Conditioning Design

On May 8, 1981, pursuant to 10 C.F.R. 50.55(e), Houston
Lighting and Power Company notified your office of a potentially
reportable item concerning the consideration of certain faulted
condition heat loads in the design of portions of the Heating,
Ventilating and Air Conditioning (HVAC) system. Based on our
assessment of preliminary thermal environmental data, certain
spaces and cubicles within the Mechanical-Electrical Auxiliary
Building and the Fuel Handling Building might require additional
HVAC capacity.

A conceptual design for supplemental HVAC based on equip-
ment design qualification temperatures and equipment heat losses
for all modes of plant operation should be available by July 1,
1981. The design modifications will supplement the existing
HVAC design. Final HVAC desiyn will be consistent with equipment
operability requirements under the most limiting plant operating
conditions. Specific design modifications are dependent upon the
results of our current evaluations.



June 90 1981
ST-HL-AE- §76
SFN: Vv-0530
Page 2

The next interim report concerning this item will be
submitted to your office by July 30, 1981. Should you have
further gquestions concerning this item, please contact Mr.
M. E. Powell at 676-8592.

Very truly yours,
Ly IZI«ZMU ol

G. W. Oprea
Executive Vice President

MEP/LRJ
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