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EXEMPT

200m 1130,

1717 4 Street, N.9.,
Washington, 2.C.

Thursday, January 21, 1982

The Commissioners met at 935C a.m., pursuant

to notice, Yunzio Palladino, Chairman cf the Commission.

presidiag.

Alsc present:

JOFN AHEARNE, Ccmmissioner.

PETC3 BEADFORD, Cemamissioner.

YICTOR SILINSXY, Commissioner.

THOYAS ROBE?TS, Comnissiocner.

Present for the ViC Staff;

Taglaken
i
Case

Eisenhut

ALDERSCON REPCRTING CCMPANY. NC.
400 VIRGINIA AVE.. SV, NASHINGTCN, 3.C. 20024 (202) 554-2348
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Centon
Murrcay
CaYoung
Yorrill
Shackle

Crevs

ton

Faulkenberry

Chilk,
Eickvwit

Remick

Secretary

, Ceneral Counsel
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PROCEEDINGS

CHAIRMAY PALLADINC: +We will go on to the

peeting on Diadlo Canyon, Feglion V regport.

¥®, DIRCY¥S: PBod Engleken is here. I vant to
make sure he is here, as well as the peer group that
assisted i{n the reviev of the interviewv transcripts antd
the preparation cf the report, and I want tO »ake sure
you %nev that %obd Faulkenderry and ¥r. Shackleton are
here alse. They 4id the principal intervieving. Y¥r.
Lieberman is also here, and he also participated in the
interviewing. And Phil ¥orrill, alsc one of the
intervievers.

COMMISSIONER AHEARNE: we Jjust lost all of ocur
lavyers, Qulick!

(Laughter.)

¥R. DIRCKS: .80% Englekan will go over the
highlights ¢f the report. The report is essentially a
factual sunsacy and addresses the issues I thiak the
Coamission asked for.

At the completion of hie discussion, L{f you
vant t2 gat into the issue of recommenda:ions, We are
gresared to> talk a2bout thcse, t00.

gok?

¥R, ZNGLEXEN: Can ! have the firzst slicde,

please.,

ALDERSON REPCRTING COMPANY NC.
400 VIRGINIA AVE. S W NASHINGTCN 2 C. 20024 202) 354-2345
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(S1ide.)

I'd like to Just raviev driafly == No. 2 =~
sora of the background leading up to the investigatlion,

(Slide.)

You recall that on Septembder 28th FGLE
subaitted 2 lezter to the YRC indicating the “diagranme”
used to lccate the vertical seismic floor resjponse
spectra in Disdlo Canyon Unit 1 containment annulus aces

CHAIRMAN PALLADIYOQO: Beod, by any chance, ycu
don*t have these in a form that ve could have at outr
places here?

2, ENGLEXENs Ne, I'm sorry, I don't. I have
one set here, if they cculd de reprcduced.

In the sane time period, ?GLE verbdally
requested 8. L. Cloud Associates to conduct a seisaic
4esign rzeviev at Diadlec Tanyon and detecrsine Lif cther
errors had been made in the selismic design.

CC¥YISSIONFR RCPEFTS: Vecbally? Was later a
contract or a purchase order issued?

MR, ENGLEKTN; VYes, sir. On October Sth, the
meeting detween the Y3C Staff and cepresentatives cf
PGET was held to 4discuss the a2dequacy of the seisric
design, and at this meeting Or. Cloud described a

reverificacicn pragran entitled "Independent Assessnent

ALDERSCN REPCRTING COMPANY NC,
400 /'AGINIA AVE., 3 W, WASHINGTON, 2 C. 20024 (202) 554-2248
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0f Safety Related Tesign Issues.”

Also st this meeting Mr. Denton stated that
pcior to start of fuel loading at Diadble Canyon Unit 19,
PGLE should furnish the N®C vith certain information,
including an interim repoct of the results of the Cloud
reviev of seisiic design vork performed by the UFS Blume
Company. During the pericd of October 7Tuth to the 23r¢d,
a special instrudent by NSC Fegion V personnel was
conducted at PGEE and at 2lume offices. The results of
this inspection indicated that 10 CFR ZAgpendix B
controls vere noat imposed upon PGLE's safety-related
service type contractors until late '77 or early 1978,
and many of the work activities performed by FGELF with
tegar® to the 2lume contract were performed in an
informal manne:.

9n Yovemter 3, 1381, a second meeting was held
betwean the N3C Staff and representatives of F3LF. This
meeting was called by the NEC to discuss other seisaic
4esign problems that had heen identified through the
NEC's specical ianspecticn.

During this meeting Dr, Cloud stated that the
iaterin report rejuested by the ¥RC ip the October 3
meeting was essentially complete and should be recxelived

By the NBRC within one cor two JeeXks.

ALDERSON AEPCATING CTMPANY, NC,
400 VIRGINIA AVE. S N WNASHINGTON, 2 C. 20024 (202) £54-2345
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Also Aduring this meetin;, senior manageszent

representatives stated that PGELE had not received the
Cloud interia repcrt. A reviev of Noveamder 3 transcript
shows that draft reports vare not discussed or mentioned
by any of the recorded participants.

CHAIERYAN PALLADINC: Was it clear he vas
speaking to the interins report? Co dack tc your first
couple of sentences tefore that, vhen you said Cloud
said that the intecie report was coning.

¥R. ENGLEKEN: Also during this meeting,
senlor representatives of 7GLT stated that operational
had not received the Cloud interin repore.

SHAIRMAN PALLADING: Where ycu spcke adlous
vhat Cloud said, the sentence or tvo lefcore that.

¥R. CIPCKXS: Whac Cloud said at th. aeeting.

MR. ENGLEXEN:; Cloud stated that the interin
ceport requested by the NFRC in the October 9 meeting vas
essentially complete and shculd be received by the VYRC.
Dr. Cloud ia his testirony said that he was talking
adcut the final report, final draft that vas sulmitted
to the Comaission.

CHAIRMAN PALLADIMC: That's why I asked ycu,
because you referred to his comment as though it related
to the interia report, and I wasn't gquite clear.

certainly vasn't clear in the testismony. 3ut you see?

ALCERSON REPORTING SOMPANY. NC,
400 VIRGINIA AVE., S N NASHINGTCON, D C 20024 (202) 384-2348
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to zake Lt mcore clear than ic appeared toc e in thre

tostinang. That's all I wanted to £ind out.

MR, ENGLEXEN: Well, 2r. Cloud's testinmony
indicated that he vas discussing the final report that
vent to tha2 Commission on Yovamber =-

CHAIRMAN PALLADINCG: 2ut when you told us, you

said he vas referring to the interim repcort and T wvasn't
clear that he vas referring to the interim rfeport.

®R. ENGLEXKEN: The interim report is -~

CHAIRMAN PALLADINO: I Jjust vanted to get a
tepeat of what you had said, decause I wvanted to
understand it.

¥R. ENGLEXEN: The "interinm report”™ is the
ters used for all cogpies, 2ll drafts, all iterations of
this report that ultimately cane %o the Commission dated
November 12. That's called the interinm regort.

COMMISSIONER GILINSKY: I think "interia”™ and
“final” in this ccntext are the same thing.

CHAIRNAY PALLADINO: I'a not sure.

COMMISSICNER GILINSKY: As cppcesed to draft.

CCYMISSIONER AHEARNZ: Yes.

CO¥YISSICNER GILINSKY: Interim wvas the One
that vas to have been subritted later and wvas tc have
sumned up his viaws,

¥YR. ENGL

XEN: The incacia rceport is the

(3] ]
"

ALDERSCN REPORTING COMPANY. INC,
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expression used to descrile the report that Cloud had
conaitted to ¥r. Denton to describe their preliminary
efforts with respect %o the reverification preograa. And
then ve used the expressicn "drafts" to identify the
first, second, third, and fourth iterations of that
report. Sometinmes ve used "final report” meaning the
November 12 report which was the final draft of the
interin report.

CONMISSICONER ROBERTS: Final draft of the
intercinm report.

CHAIPMAN PALLADINC: Final version cf the
interia report.

CONM¥ISSIONER GILINS¥Y: If I could quote £:re
one of the questioners asking cne of the PGLE pecple, he
asked, “"Have you seen the £inal or the interim -~ that's
comaonly referred to as the interia report from “r,
Cloud?*

CHAIRMAN PALILADINC: Which testiaony is that?

COMPISSTONEF GILINSXY: Well, I Just picked it
cut of here.

CHAIRMAN PALLADING: This wvas in the
investigation, byt =-

COMMISSIONER AHEARNEZ: The reason in Cloud's
aind that he had that is that they seen to viev "figal"™

as being the report that would come at the end of this

ALDERSON IEPCRTING CCMPANY NC.
400 VIRGINIA AVE.. 3 W . WASKRINGTCN, O C 20024 202) %54-2348
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entirce progran of reverification.

MR, FAULKENFERRY; Maybe I could add a little
bit to that, 3ob. I think the word "interim regort,"”
that was the tera that wvas used in the Cctoler Sth
meeting and the November 3rd nreetins 2lso. That's the
terninology put forth by the LEPC., Sc that's vhere the
vord “"interinm report” came from,

And then ¢f course, when Clcud in his
testizony -- he was thinking in tecas of that, whether
it would de in the final form or the draft form as it
vas submitted to us. HYe vas thinking in terms cf the
interim report, the report the NIC had requested.

¥R. ENGLEKEN: At this point I'd like to
inject that a member of the peer panel suggested that
this statement, the last statement I made, namely that
reviev of the transcript of Novemder 23rd shows that
draft reports wer2 not discussed or mentioned by any of
the recorded participants -~

CHAIRYAY PALLADINO: Say that again?

PR, INGLEXEN; Shovs that the draft repcrts
vere not iiscussed or mentioned dy any of the recorled
participants at their Novemder 3rd meeting.

CHATFYAY PALLADING: Well now, ¥r. Tenton said
Soveater the 224 -~

¥YR. ENSL N3 Tha='s exactly the poins I'm

(8]

X

ALDERSCN REPCRTING COMPANY INC,
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CHAIRMANY PALLADIVO: But he did aention
draft.

YR. ENGLEXEN: That's correct.

In reply, ¥r. Ncrton == well, let me just read
this: ") member of the zanel pointad out that that wvas
not a completely correct statenent, and ¥z, Denton -~ in
ceply ¥r. Norton sald that PGLE was cpen to any
sugqgestion, and that they wculd cive"™ =-- excuse re.

®"Mr. lenton specifically asked how PGLE
proposed t2 handle comments on the reporz.”

CHAIRNAN PALLADINC: On this drafe?

¥R. ENGLEXEN: "And vhethar FGLE wvas going to
provide the ¥2C with the saze report and hov they vere
going to preserve independence. And then in rceply Yr.
Norton said that PGLZ vas ogpen to any suggestion, that
they would give the NBC the report befcre PGAE received
it 4if that vas wvhait wvas wvanted.

"The R2C did not rtespond %o ¥r. Norton's
request for 4direction ia han4ling the report.”

CHAIEMAa PALLACINC: 32ut when Y“z. Centon was
speaking, he dida't say "this report”; he said "on this
draft,” which was I think the only ceference I found to
a draft, This followed a statement Dy ¥r. Nerton: “I

mizght add, ve d0 10t have it., It's not a guestion of us

ALDERSCN IEPORTING COMPANY. NC,

400 VIRGINIA AVE, S W WASHINGTON, 2 C. 20024 1202) 554-2345
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11

revieving it. %We don't have it either. It just hasn't
teen done yet."

And ¥z, Denton said: “Well, since this is 2
particularly sensitive issuve, T was wvondering how you
propose to handle comments on thils draft, or are you
going to send us the sane report he sends ycu and add”
-= I think the word is =-- "your cover letter to it? Cr
how wouli yeu preserve independence?”

He 4id use the vord "draft" at least once.

YB. ENGLEZXEN: Yes, that's correct.

CHAIRMAN PALLADINOCs I den't know if that has
any significance.

¥2, ENGLEXEN: Well, that was pointed out by a
member of the peer panel, that that statement we 2ade

hat ¥r. Denton had mentioned

o

vas nct entiraly correct,
“deaft."

Cn November 18 a draft interim report datel
Vovember 12, containing the rasults of the Cloud desizn
review and reverification of weork activities perforred
ander the 3lume PGALF contract, vas subaitted to the NEC
by PGEE.

Nn Novembter 19 an order vas issued by the
Commission which suspended lLizense Nc. DFR-97. This

‘-

orier, ia coniuncticn with a letter signed by “rT.

Denton, 42fined what would be reguired frcnm ?GLE grieor

ALDERSCN REPCATING COMPANY NC.
400 VIRGINIA AVE., S W . WASHINGTON, 0.C. 20024 202) 384-2245
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12

to start of fuel loading and prior to power cpecation
above five percent power a: Tiabdlo Caayon Unit 1.

In 11&0 November 1881, Congressman Udall
informed the HNEC that there existed a draft report other
than that vhich wvas subaitted to the Y¥EC on Novemlter 13,
contaiaing the results of the Cloud design review and

revecrification activities performed under the 2lunm

o

contract. '‘Cn December 1, Reglion V contactad Poth 2CLE
and Pr. Cloud 2nd obtained frcm FGEZ a ccpy of the draft
repcrt in gquestion. This 4raft report vas later
identiflied to e copy number cne of the Cc.ober 21 draft
report, that is che £first drafe.

Cn Decezder 10, Congressman Flenstta informed
the YRC that the draft repc 't obtained on Cecenber 1 had
been submitted to PGEE Py Cloud and that FGEE personnel
had revieved it and mnade corments on the draf:.

On December 10, the Pegion V office contactes
PGEEZ and Dre. Cloud and obtained from DJr. Clcud three
coples of the draft report, that ie the ficst draft that
hal been ra2turned to Cloud from PGELZ wish handwritten
comaents by PGLI perscnnel contained within each ¢f the
three copies of the draft report. These copies were
later identified to De coples 3, U and § of the Octoler
21, dzaft repore.

On Noveader 7 == excuse ne. 2 2 memorandun

ALDERSCN IEPCATING ZOMPANY NC.
400 /IRGINIA AVE, S.% . WASHINGTCN, O C 20024 (202) %54-2348
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dated Deceszber 17, 1981, ¥r. Dircks informed the
Commission he had directe? an investisation e conducted
by NRC Besion V into the circumstances surrounding the
develcpment of the preliminary report on the seisaic
reverification program deing prepared Py Cloud for
PGfE., In this memcrandum Yr., Circks cays: "The
statements made at the meetins on November 3, 1981, t7
representatives of PGLE led the NEC to believe that no
circulation of the results of the Diablc Canyon seisalc
reverification study by Cloud had taken place
praeliainary to the draft report submittecd to the NEC on
Novemher 18, 1981."°

(Slide.)

The osurpose ani conduct of the investigaticn.
The investigation was “Zitected by ¥r. Dircks and wvas
beqgun by Region V on December the T16th.

COMMISSICNE® GILINSKY: Can I ask ycu, vhen
414 you discover that there wvas more than one drafe,
4raft two and drafs three?

¥3, EINGLEZKEN: On Decemder 10th, relieve,
Cecemrder 10th.

w2, TAULKINSEZ3RY: GZxcuse re, 2o0b. <On that, I
shink that we reall discovsered that there vere several
drafets after we started our investigation on Tecenrer

risr to that we Jjus+t assumed chere was only

o
- 4
1]
—
™
"
= g

-~
"

ALDEASCN REPCRTING COCMPANY. NC.
400 VIRGINIA AVE. 3 W, NASHINGTON, 2.C 20024 (202 3%24-2245
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one drafte,

¥R. ENGLEKXKEN: This investigzaticn is Yeins
done in two phases. For this repecrt the NRC is
presenting the results of phase one, covering all
pertinent facts related to the statements male at the
Novenler 3 meeting and the cizcumstances surrounding
Cloud sulmitting draft reports 9f the results of thelir
study to PGEE for comaent and reviev prior ¢ the
results teing submitted to NEC in a draft regcct dated
Novenber 12,

The second phase of the investigaticn will te
to determine whether the cral and written ccmments FGAF
previded =0 Cloud on the results of the Cloud study
resulted in any unjustified changes in the findings as
contained in the Cloud report sudbamitted to the N2C on
Novemler 18,

(Slide.)

During the planning stage for this
investigation, the regional admianistrator of Regicn V
requested that a peer review group be agppointed tc
evaluate the scope and findinges of the investigative

effort and provide recom=mendations tc assure that it was

™

sufficiently thoraugh and conplete, and that the

findings vere accurately represented iz the reports.

-~
-

HAIIM®AY PALLADTNO0: When was that Tequest

ALDERSON REPCRTING TOMPANY, INC.
400 VIRGINIA AVE,, SN, NASHINGTCN, 2 C. 20024 202) 354-2343
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MR. ENCLEXEN: At the time that ¥r. Dircks

resuested the ~--

CHAIPMAN PALLADINO: <Early, before you started
the investigation?

¥R. EINGLEKEN: Yes.

Subseguently, the following incdividuals were
appointed to fcrm such a groups: =. XKevir Cornell, Edscon
Case, Tames Sniezek, James Liederman, “oger Fortuna,
Frank Yiraglia.

The peer group met with the regional
adainistrator and the staff on two occasions to discuss
the progress of the investigaticn and the format and
content of the report. Substantive recommendations of
the peer group were implemented 7y the investicative
staff. .

The performance of interviews and cbtaining of
svorn testimeny. This investization involved coltaliaing
svorn testirony from 25 persons. 19 of the gpersons
interviewed vere PGEE employees, 6 were former emglcyees
of Cloud. All PGLZ eaployees who attended the Noveader
3, 1381, meeting with the exceptioa of the secretary and
three pudlic relations enmplcyees vere interviewed under
oath. All emplovees 2f Cloud Associates ¥ho vere

involved in either the preparaticn or revision of any of

ALDERSON SEPORTING COMPANY INC,
400 VIRGINIA AVE S'W. NASHINGTCN. 0 C. 20024 (202) 554-2348



10

1

12

13

14

15

18

17

18

19

21

24

the draft Cloud repcrts were intervieveld under cath,

Puring the performance of the special
investigation, 15 issues vere identified 2s pertinent to
the investigation. I've put them on the screer, dut I
von't bother reading them, since ve will de dealing with
each nf the issues as ve proceed.

(Slide.)

The NRC has deterained that three separate
draft reports veras submitted to PGEE by Cloud prior to
the November 12 draft report submittal tc the NFC on

November 18.

CHAIRMAN PALLADINO: You say three different
drafts?

¥8%. ENGLEXEN: Yes.

CHAIRMAN PALLADINC: Not different coples cof
the same draft?

YR. ENGLEXKEN: Different drafts.

At this point I would like to point out that
the same memter of the peer panel whe made the previous
suggestion suggestel that it bde made cleac that PGEF 4id
not inform the NRC of the existence of any of the drafts
prior %o the time that the existence of the drafcs vas
called to ¥Y2C°'s attention dy others, and the VPC was not
informed as to the %octal nuamler ¢f draft reports in

existence by PGEE until the course of che VZ2C

ALDERSCN QEPCATING COMPANY, NC,
400 VIRGINIA AVE, 3.W ., WASHINGTON, 0.C. 20024 202) 5854-2348
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iavestigation.

COMYISSIONES AEZARNE: Is that a comment
you're making to make a factual point, or is there an
implication that you believe they should have infozmed
us of the dra¢t?

MR, ENGLEXEN: That's just 2 factual
noctation. This should have been Drought ocut aore
clearly.

COMYISSIONER BRADFORD:s Wait a zninute. If you
use the word "should,” it seems to 2e the ansver is it's
an opinion and not a factual nctation. As a practical
matter, what do you think?

¥R, TNGLEXKEN: If vou're asking my view, res,
I think they should.

CONMISSIONER BRADFORDs Ckay.

thiak there was enough

-

4R. ENGLEKEN:
discussion in the VNovember 3rd meeting and in meetings
preceding the Yovember 3rd meeting concerning drafts
that it prodably would have bdeen prudent on the part of
the lLicensee to menticn that they had --

COMYISSIONER AHEARNE: 30b, you had Jjust
pointed ocut that in fact, from ycur impressicn, the
draft had not even »een menticned in the dovemder 22

meeting, and it vas pointed cut to ycu dY someone else

thet, nc, “arzold had mentisned a draft once. So clearcly

ALDERSON SEPCORTING COMPANY NC,
400 VIRGINIA AVE. S V. WASHINGTCON, 2.C. 20024 (202) 534-2348
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there vwas not a lot of discussion of drafts in the
November 3rd zeeting.

¥B. EYGLEKEN: No, that's true.

COMMISSIONEZE AHEARYE: And so, what meeting
prior te that d4id you feel there wzs a lot of discussicn
of draits?

ER. SNGLEXEN: I think at the Novealer rcd
meeting thare was encugh discussion alout the kind of
effort that Dr. Cloud had been invelved in that I think
it would have bdeen a ncrmal thing to have brought out
the fact that he was prepacing a report for the NFC and
that they had received some information which wvas in
preparation =~

COMYISSICNER GILINSKY: I thought you vere
saking a li*ttle different point earlier, that even after
there vas some publicity adout the first draft, ve
started to look into it and no mention ¢f other drafes
vas made by P%EZ until ve came upon it --

MR, ENGLEXEN: That's true alsc. At fics: ve
vere Just avare -- as of Cecember the 7'st when ve gct a
copy of the Cctober 21 drafs, ve were not told that
there vere coples ¢f other =-- that there wvere cther
drafts, that there were drafts 2 and 3.

COMNISSICNER AHEASNE: Did yocu raise cthat

point?

ALDERSON REPCATING ZCOMPANY. NC.

400 /IRGINIA AVE . S W WASHINGTCN, 2 C. 20024 1202) 554-2345
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COMYISSIONER GILINSKY: Well, but still, no
matter what they might have thought atout the situation
befcre -~

COMMISSICNE: AHEASNE: I wvas abcocut to ask,
whan ve found out there was a draft Jecember 'st, 1id ve
immediately contast PGLEI and say something, which would
be to the affect, we're really uapset, we didn't ¥pow
there was any draft and now we £find there was a draft?

¥3. ENGLZKEN: No, I think ve simply told then
ve vere avare that there was a draft and wve wvanted 2
copy of it and we received a copy of it.

COMYTSSIONER AHEARNE: 4de did ask for a ccpy?

MR. ENGLEXEN: VYes, on Decemder 1st. And ve
got a copy.

CHATIRMAN PALLADINOs Did you ask if there were
any other 4rafts? At the tine we asked adout the first
draft, did we ask if there were any other drafts?

¥R. CPIWS: No, not precisely that. I called
<= I got a call from Eill Dircks®' office, Jjust
information that a document =-- they had a document that
£it the dascription of the interia report that we
received on the 1Pth ¢f Ncvember. I had only 2 vague

descriction. It was pretty much Jjust the title cf that

ad

dccumen

ALCERSON SEPORTING COMPANY. NC,
400 VIRGINIA AVE.. S W, WASHINGTCN, 2.C 10024 202) 354-2245



10

1

12

13

14

1§

16

17

18

19

21

24

25

20

So I called Tr. Clcud and I said cver the
phone, I°'d like t5> go through your corrcespondence log
vith FGEE for the nonth of Cctober, would yecu just go
down that log with me and I°'ll tell you when you hit the
title of the document that sounds like what I'm looking
for. He 243 that and ve got to taue Noveaber 272t
docuzent. I said, that's it; what's the date that you
sent that to PGEE?

Then I called PGEE and told them I wanted that
document. 3And I 4id not say all drafts of that
document, and the closest I cace to that wvas, after
talking tec that individual, vhich vas late in the
afternoon, I called back to ask that asy coaments that
PGLE had provided to Dr. Cloud on that docurent I wvanted
sent to 7ne also.

Now, they hand-carrcied that to me the evening
of December 71st and I broucht it toc Washington the next:
aorning.

CHAISMAN PALLADING: 2nd 1id4 they give you =--
in response to your question, did they then come up with
dzafes 3, 4 and S == I's sorcvy, copies 3, & and S of the
draft?

Y3, CREWS: That &i3 aot come alout unscil

-
)
o
= 4

Peceaber 10, when ve had further evidence o0f draf:s

-~ -
-

-

c

n
L

ae

-
L)

sarginal anotations, or at least I had that, i

ALJERSON REPQORTING COMPANY. INC,
400 VRGINIA AVE, § N WASHINGTON. 2 C. 20024 202) 584-2348
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record vhether 2r not they had leen instructed to make

sure, prior to the Yovember 3rd meeting, that any dcafts

¥3. DZINTCN: No. They had received to ay
knowledge no written or oral instructions f£rom the
Coamission. The Governor had >y that time legun t¢
raise a numder of questions adout independence and what
that meant.

I think I askeld the question on the
prasuszption that Cloud would e generating drafts of his
product, and when I heacd that they had not deen
supplied to the company I dropped the subject, figuring
that we'd followv up sorevhat later with iastructions
vhen we commented con the independence and those cther
issues.

COMMISSIONER GILINSKY:s To return to the
eaclier point, you're really asking ahout, the gquestion
adout inforaing the NRC abcut drafts at the Nevemder 3rd
meeting or prior to that, quite apart €com that it is a
little surprising to me that wvhen the whole issue boiled
Up, SC =0 speax, that they didn't come in and say:

dell, look, here are all the things that the dra‘t

COMMISSICNTR AHZARNE: What I was trying to

probe is, I kaovw it was »0i1ling up intarnally here. I'n

ALDERSCN REPCRTING COMPANY. INC,

400 VIAGINIA AVE, S. W, WASHWINGTON. 0.C. 20024 (202) £54-2345
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trying to figure out whether they Xnevw it was lkoiling
Y-

COMNISSICONER GILINSKY: This was vell
publicized.

MR, TNGLEKEN: It wvas in the media., I think
it was prior t» the November 3 =--

COMMISSIONZR AHEARNF:; No. It vas after ve
were infcrmed there was a draft, which was Decenmber 1st,
between then and December 10th. T was trying to figure
out how much notice they had of the fact of what vas
boiling upe.

COYNISSICNER GILINSKY: I'm sure that they
were vell avare of it before we jot cur investigation
under wav.

¥R, FAULKEZNBERRY: I might add to that Jjust 2
little dit. Certainly when we talked to pecple at the
higher management levels, like ¥r. Yaneatis and
Shacklefori, et cetera, %hey had no knowledge. <Etven
Nerton had no knowledge of the draft reperts, and
therefore really no knovledge of "interest” in the draft
reports, prior to Cecembdber the 1st and lecenmber the

10¢h, primarily December the 10ch.

hink there were stories in

ALDERSCN 3EPORTING CCOMPANY. INC,
200 VIRGINIA AVE., S W, NASHINGTON. O C. 20024 (202) $54-2245
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the nevspajger when ve vent after the first draf:.

CONMISSIONEP GILINSXY:s 1If you talk adout the
company, you've geot to talk about them collectively, and
the company knew ve vere starting up an investigation on
this draft business. 2And how they sorted it out
internally I den't know.

“R. ENGLEZEXEV: I think the matter of
independence got nedia attenticn ard attention
generally. As 2 first step in this whole matter, there
vas a press conference with Geoverncor Erown early, and he
brought up the matter that =--

CHAIRMAN PALLADINO: I think ve've got to keep
our dates straight. You said cthat the investication vas
begun 2n Decenmler 16th. 3o I don't kXnow hov there would
have teen a lot of media coverage.

¥R. ENGLEKEN: On the matter of independence.

COMYISSIONER GILINSKY: No, bdbut there was the
business adout there being a draft in Fanetta's office,
having it sent over and all that.

CCHMMISSIONER AHEAPNE: Panetta didn't send (it
over until Decenber 1Cth, and I'a tzying te -- all I vas

trying to do was to follovw on. I get the irpression

from Sob that he felt they shcould have told us adecut the

L ]

other drafes, and I can’'t reach that Judgrent unless

get scme sense that they knew We Were concerned atcut

ALDERSON IEPORTING COMPANY NC,
400 VIRGINIA AVE, S W, NASHINGTCN, 2 C. 20024 202) $54-2345
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this vould have raturally led to a discussicn cf

drafts. That's the point I vas =--

COMYISSICNER AHEAGNZ: I'm not sure I acree
with you.

¥B. PIRCKS: I think what started this off vas
the additional facts. I think he was only throwing that

in., If there was one draft, it was a substantial
crafficking in irafts and T guess that wve vanted
everyone to> know akout.

CHAIRMAN PALLADINO: I was confused about what
Ed Case said. I thought these nusders 1, 2, 3 and &
vere ccpies of draft 1.

MR. CASE: PRight. Then there vere other
drafts, vhich ve called draft 2, draft 3, and the final
draft, which vas dreft 4, 2 and 2 they did not call =o
our attention until the investigation. It caze out in
the investigation.

¥R. ENGLEXEN: The first draft report was
dated Octoler 18, 1981, and vas submictted to Mr. Rocca
of PGEE on Octcher 21, 1981, Upecn receipt in PGEE, five
coples of this draft report were distriduted to Yessrs.
Rocca, %rand, fettinger and “cCracken.

These individuals vere regquested to review the

P
O

drafs and providie their coaments. Y¥os al £ the

o

=}

n

®
bh

comnents generatad by those persons <erce retuch t3

ALDERSCN RERPORTING COMPANY. NC,
400 VIRGINIA AVE. 3 W, WASHINGTCN. D C 20024 202) 354-2345
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Cloud.

COMVYISSICNER AHEARNZ: Let me intercupt with a
very trivial gsuestion, Jjust to nake sure I kept track of
the number of documents that were circulated. Your
repgort says they received the document, £ive coplies wvere
aade., That would lead me tc conclude that there vere
six doccunments.

MR. ENGLEKEN: Zere were five copies and one
¥as kept as a control.

COMMISSIONE® AHEARNET: Then there vere four
coples nmade.

MR. FAULXENBERRY: That is correct. The copy
they received wvas four. There vas a total of five,

SOMVISSIONER AHEARNE: Okay, thank you.

ALDERSCN 3IEPCRTING COMPANY NC,
400 VIRGINIA AVE., 3./ WASHINGTON O.C 20024 202) 554-2348



10
"
12
13
14
18
16
17
18

19

21

23

24

25

COMYISSICNER GILINSKY: Versions == ne¢, a0t
"varsions.” Strike that.

(Lauchter.)

MR. ENGLEXENs The second draft report vas
dated Cctober 1381 and vas submitted to ®r. Rocca ¢n
October 26, The second draft ceport vas distributed
vithin PGELE £2r review and comment. And only a few
conments were returned to Cloud on the second drait
reyort.

The third draft report was dated Ncocveader 6
and vas submitzed to ¥r. Recca from Cloud. On Noveaber
6, 1981, this third draft repcct was distributed within
PGEE for reviev and comment. Cnly a few comments vers
returned to Dr. Cloud on this third draft ceport. Thaey
consisted of handwritten comments plus appreximately
nine other comments vhich vere provided via telephone =0
Dr. Cloud and which wvere documented.

On November 18 a draft report dated Novemder
12 vas subnitte2 to the NBC from PGLE. This has lteen
termed the "fourth drafe,” and coanonly the one that ve
cefer to as the "final draft.” Issues 1 through 4, as
descrided 2arclier, are applicatle to the Cloud drafe
reports Jjust discussed.

COYNISSICZNER AHEARNE: Number 5, when was that

re
L ]
o
o
LY
"

2

ALDERSCN REPCRTING COMPANY NG,
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PGEE or N?C as to how to handle these regorts.

The second Iissue =-

CONMISSIONER AHEARIE: Ard ysu could not find
any such guldance?

¥R. ENGLEXEN: T7That is ccrrect.

T™he second issue. '“hat has reen the standacd
practice or custom of PGEE regarding the review of the
results of a consultant's findings pricr to these
findings bdeing placed in a final draft or final regort
torm?

It has been standard practice =--

COMYISSTONER AHEARNE: Excuse me. Take it
slovly on this. Have ve given them any guidance ug to
date on vhat ve m2an?

¥R. ENGLEXKEN: lNot to ay knovledge.

MR. DENTON: VNoc., I have been awaliting final
action on reply to Congress on a similac question.

COMMISSIONER AFEARNEZ: So then, as of the
moment, there 1s no NRC guidance tc FGLE nor to Clcud
nor, therefore, PGLE relaying 2o Cloul NRC Juidance of
vhat independence should n2an. Is that correct?

¥R. ENGLZXEN: That is =y understanding, ves,
sir.

COMPISSICNZR AEZARNE; Just as a coament,

then, Lt makes it a little difficult %sr us to Le

ALDERSCN REPORATING CCMPANY INC.

400 VIRGINIA AVE., SV, NASHINGTON, D.C. 20024 202) 384-2245
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reaching a 3judgmnent that they are not sufficiently
inZependent.

CCM¥¥ISSICYER GILIMNSXY: That is nct the
questicn before us today.

COMMISSIONER AHZASNE; I uncderstand. It vas a
majer -- I shink it is pact of the guestion, tecause if,
for examgle, we had told them what independence neans
and then they hai saii, "Yes, it is irdependent,™ and it
turned out nct to be what we had told them tc mean, that
vould be a serious misleading. 3ut 1f ve have never
told them what inZependence means and they say, "Well,
it is indepencent,” then I guess initially ve have to
see vhether or not it tracks witzh what they meant Dy
indaerendence. |

COMMISSIONTR GILINSKY: Except that is not the
question.

¥R, DIRCXS: I think what started us off, if
at the November 3 meeting Harold had asked, "When are ve
going to sae it," and they said, "You will see it when
we see it,” if they had said, "Oh, by the way, we had
circulated drafss of this in order %¢ get comzents,” I
do not know whether we would have taken very ruch of it
or net. We would have noted it and said, "TFine. Coulsd
ve see the coarents that were made on that drafe.”

I think ~he issue tsday is basically did they

ALDERSON REPORTING CCOMPANY INC,

400 VIRGINIA AVE. 3.4 . WASHINGTON, D.C. 20024 (202) 354-2248
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kaow they had drafts circulated? 1If so, they should
have told us.

COMMISSIONER AHMEARNE: That is your
characterization of Issue 1; it is not amine.

¥R, DENTCN: Let me eladtorate on the
independence.

¥R, DIRCXS: I think that is a point we should
follcw up on, ltecause that is the issue of this,

COMNISSIONER GILINSKXY: That is the way I
understood it.

COMNMISSIONER AHEARNE: Which?

COMYISSICNER GILINSXY: The gquestion iss: Did
they tell us truthfully hov they vere acting?

dR. ENGLEKEN: We will get into that, of
course, when ve prcceed.

COMMISSIONE® GILINSXY: That, and whether or
not they had drafts or should have had drafts is another
question, and wvhether it would have affected the result
is another gquestion.

COMMISSIONER AHEARNE: I agree vwith you, Vie,
on that. 7ut when you say, ""id they truthfully,” oc I
guess what I asked, "Uid they deliberately mislead us,
knowingly mislead us" =--

CONYISSIONER GILINSXY: Ynowingly is a whole

serarate thing.

ALDERSON REPCRTING CCMPANY, NC,
400 VIRGINIA AVE., S W, WASHINGTON, 2 C. 20024 (202) 234-2248
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CO¥MISSIONER AHEZARNE: A person can be misled
because they hear something and they interpret it
differently than the person saying i<.

COMMISSICNER GILINSKY: The Juestion is not
over independence, it is over whether or not they had a
repert. The indepencdence guesticn is a separate one and
vhether or not they shouléd have had a regort is a
secarate question.

I have to say, frankly, I do not see anything
terrible about them having had drafts. I do have a
probdlem with them telling us they did not have a report
vhen they did have a report.

MR. RENICK: Is there not some relatlionship,
in that some of the guestions that were deing asked vere
preface? with, "Are you indegendent? We want to make
syr2 vo. are independent.” And the responses to those
questions could have bdeen influenced >y their concept of
independence.

COMMISSICNER GILINSKXY: Well, mayle we cught
to let Bob finish.

(Lauchter.)

¥R, DEVTCN;: With regazd tec the gquesticn of
independence, which wvas not tcday's focus, I did send
the Governor and the parties to the proceediing a

telegranm ismediactely 23fter receipt of thelr report to us

ALCEASCN IESCATING COMPANY. INC,

400 VIRGINIA AVE., 3 & WASHINGTCN. 0.C. 20024 202) 554-2248
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en why they thought thelr contractors vere independent

and why the program plan <“as an adequate response. And
there had been a plan tc meet tetween PGLE, the staff
and the parties %o g¢ over whether or not this response
vas sufficient.

And about that time, the stcry began dreakine,
and the pacties 12ferred nse until more vas knqwn here.
The next attenpt was scheduled for such a meeting was
this week, but the meeting was postponed Ddecause the
¢yll-pover proceeding had started. Sc the first meeting
ve have been able to arrange between 2ll the parties to
g0 over iniependance and the progran plan will be the
¢irst veek in Felruacy.

MR, ENGLEXEN: It has been standarcd practice

at 2G&

(8]

for approxirately 20 years or more to review and
conment on the results of %he consultants' wvock prior to
the results being placed in final dc-aft or final reporc:
form.

Dr. Cloud stated it is rcutine practice for
his company to provide draft reports for reviewv and
comnent to their zlients prior to formulating a 2ipal
ceport.

Issue 3 --
CHAIRMAY PALLADINC: 1Is it not also true that

that is a standard practice evea in G:0 on ceports?

ALDEASCN REPQORTING SOMPANY NC,
400 VIRGINIA AVE., SV, #ASKINGTON O C. 20024 202) 5%4-2348
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Maybe wve should ask Jiz Cuamings.

COMMISSIONER GILINSKY:s Except in this
respgect: the GCAC makes clear in their £inal repcrt what
the agency comment was, and the changes that vere --

COMNMISSICN

™

2 AHZARNE: I disagree. That is
not correct. Yhat the GAC dcoces is if there are
technical == if the GAO report has made factual errors,
let us say, for example, if they vwere to say that the
U.S. Air Force bought 45C Fus in a given year and the
Air Ferce 2nly dought 400, they will not even mention
that; the Air Force will have come back and said, "4Wrong
numbers. 400." The GAO report will not menticn that
they have made that change.

COMMISSIONER GILINSKY: You may be right.

COMYISSTONER AHEARNZ: I know I am right on
that.

COMMISSICNER GILINSXYs Except that ve send
usually two kinds of comrzents tc them: the kinds that
4¢al with basic issues in their report, and there is an
addendum page and sc on, and "Change this to this," and
there is a recori cf 1it.

3yt I think the szore important point is that
everyone understands hcw that systez Zunctiens. 3nd had
thev >een doing exactly the same thiny as the G2C, there

vould he absolutely no prchblem adbcut it, if they had

ALDERSCN REPORTING COMPANY. NC,

400 VIRGINIA AVT N WASHINGTCN 2.C. 20024 202) £54-2245
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explained that that is what they were doing.

CHAIZIMAN PALLADINC:s I wonder if we cculd ask
Jiz to comment on hew GAQO works and how internal audits
WOorke.

¥R. CUMMINGS: After the draft report is
issued, there must te some record kept of any changes
that are made to it.

I think Commissioner Ahearne is right, that
recently there has been scve legislation that has deen
directed at GAC that if, in fact, they change their
draft report in the £inal, then they must account for
that difference. 5S¢ they have been made accountable.

COMMISSICNER GILINSKY: He is certainly right
in the past. °Sven if there is a change ncw, I think the
more important point is %hat the parcicipants understand
vhat the relationship is.

CONNISSIONER AHEARNE: That is zight.

COMYISSIONER GILINSKY: That, it seens to nme,
is the problen here.

CHAIRMAY PALLADING: I think there is ancther
point to be rades that this is a aorae commen practice,
having the drafts revieved by, let ne call it, the

client, or by the person who has asked fcr the review,

(%Y
O

that that is a rather comaonR practicte ne not only in

(£}

ths industcy rut also in the zoveranaent.

ALDERSCN IEPCRTING COMPANY NC.
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GILIESYY: Right.

(9
et

CCYMISSICN

CHATSMAN PALLADINO: The government happens

i<

E
e

have perhaps nore foramal ways tc identify how comments
will e handled, but it still does have drafes
revieved. And I think that just suppcrts the fact cor
the statenent that it is standazd practice.

COMMISSICNER GILINSKY: But I think it cuts
the other way and makes the situation worse for thenm,
because if it is standard zractice in the industry and
at FGEEZ, then the natural assumption by all the top
sanagenent pecple ics that twney have drafts.

COMYISSIONER AHEARNET: I think that would e
true.

CHAIRMAS PALLADINC: 3Sut cne dces not know
vhen they aight have had then.

COMYISSIONER GILINSKY: Well, they vere
talking about an interim repert which was tc le
subzitted very socn after the Hovemkter 2 meeting, and
the natural assumption on their part would have leen
shat they had drafts aleag the wvay.

SCMYISSIONES AHEARNE: I would agree.

CHAZIRMANX PALLADINC: That is wossidle, iic,
byt that is a guestion of timing.

dc think that it is iamgortant to Tecccnize

tice ¢f having the pecple

0

the extent £to2 which the pra

ALDERSCN REPCATING CCMPANY NC.
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that ask £or a cectain zegfort have the cpportunity to
examine it. And that is the only point I wvant tc make.

COMMISSICNER BRADFCPDs I agree wicsh the
second point, Joe, but the timing point I do not,
because what their lawyer was pronmising =--

CHAIZMAN PALLADIVC: I was nct disputina there
vas a tining gquesticn. I just said that is a different
question.

COMMISSIONER RCBERTS: VManeatis, too.

COMMISSIONER GILINSKYs Even if it vere
standard practice, ve vere taliing about a special
situation here. and I do not think Harold understood
there had been a bunch of drafts, at least ian this case,
and wvas asking about it.

¥R, DENTON: I thought there would likely be
4rafts generated, and that is why I asksd the guesticn.

CCEMTISSICNER AHEARNE: Ycu also expected that
those drafts would e sent to the company.

¥R. CENTON: Yes. And I had anticigpated that
comaents would £1lov and they would be done aboveboard
and in the cpen. And I think that is where I vas gecing
to. And ugafortunately =-

COMMISSIONER ROBERTS: When you say
"adbovedbcard and in the open,” you nean --

¥R. CENTCN: That coples would be given to all

ALDERSON SEPCRTING CCMPANY. NC,
400 VIRGINIA AVE,, S'W, WASHINGTCN, D C 20024 202) 554-2248
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the parties when they went from Cloud to the contraceer
and when the company commented.

COMMISSIONER ROZERTS: I am not sure I agree
with that.

“R. DENTON: Well, in this case -~

COMMISSIONER ROBERTS: I understand what ycu
are saying.

CHAISMAN PALLACINC: Why in this case?

¥R. DENTON: Eecause independence had lteccnme
such an issue of vhether he was under the ceantrol of the
coapany Or not.

COMMISSIONER AHEAPNZ: Let me ask you a
questions OIA does audits internal to the ¥2C. ™y
understanding is that CIA sends a dralt to the
organization deiny audited, for ccocmment. Has Cummings
gone? Is that correct, Jin?

MR. CUNYINGS: Thet is correct =-- I ceculd not
hear you.

COMYISSICHER AHZA

)

¥YE: Loes CIA send a copy of
{ts audit and draft to the organization deing audited?

¥R, CUNMNINGS: VYes.

COMMISSIONER AHMEA2NZ: Ezrold, would you
exgect them -- and independence of OI: has been 2n issue
-= woul? ysu axpect Ol to send the drafts to us refore,

let us say, your office had a chance t¢c lcok at thea or

ALDERSCN REPORTING COMPANY, NC.
400 VIRGINIA AVE.. S W, WASHINGTCON, O C 20024 202) 5854-2345
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at the same timne? 3Secause independence has leen an
issuye.

YR. DENTON;: It depends on who OIA is wcrking
for. In this case, we were all within the sanme
organization, and both parties were working for the
Conmission. I had looked upon this as Cloud while he
vas being paid by the company, it vas being insisted
that he do this work through the NPC, and he wvas billed
as an independent contractor, not 2s being dorne within
PGEE.

COMMISSIONER GILINSXY: John, suppose Jin is
investigating Farold and there is some dreadful thing
soing 2n, and we are asking Jim, you know, "We want to
knov about this thing. Rhen are we g0ing to get 2
repert on Lit?" And he says, "You are going tc get it
the same time, you kncw, that T give 2 draft to Harold
or whatever it is, or to S5ill Dircks.”™ And it turms out
that Harold has been working up a draft all this tine.

I guess I wvould be pretty disturbed adout it.

COMMISSIONES AEEASNE: Particularly since wvhat
you said is he said, "You will get it at the sanre ti:e_I
sive a draft to them.”

COMMISSIONER GILINVSXYs If ycu take out the

vord "draft"” and use the word "regort,” the prodlenm is

not that a draft “ad deen zcirculated, i+t is the way the

ALDERSCN REPCATING SOMPANY, INC,
400 VIRGINIA AVE, SW . NASHINGTCON. D C. 20024 (202) £54-2345
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process was represented, and we certainly walked away, I
think. I 40 not think there was anybody in this
organization that thought there drafts circulating
around detveen Cloud and PGEEZ.

COMMISSIONER AHEARNE: I do not dispute that,
I think I vould have asked hiam a hypothetical
situyation. You mentioned the same guestion that Yarold
asked in the meeting, and Farcld asked the question
vhich I feel was predicated upon the belief that in this
kind of a situation there would be drafts and they uculd
be sent. And he was asking, I read his guestion, "Well,
since you are going to be sending drafts to the company,
are ve going tc ge:t a copy of the draft?” That wvas
really the guestion.

COMYISSIONER GILINSKY: But even if he had not
used the precise vord "draft,"” the situation is not auch
changed. I notice in one cf the interviews =-- in Zface,
I think it is the presidasnt of the ccmpany says, "2
draft report is not a repert."” It is llke saying a2
brcwn 40g is not 2 deg, you know.

ie asked about 2 repert. A report is a report
is a report. If you have got a report from the cuy,
even if it is labaled a 3irafet, it is 2 Teport.

COMYISSICNER ARZARNE: I guess T would nct go

along wizh you.

ALDERSCN REPCRTING CCMPANY. INC,

400 VIRGINIA AVE, S W, WASHINGTON. L C. 20024 202) 554-2245
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COMMISSICHER EZRADFCED: I do not know whether
I agree with that precisely, but I would say the
situation is almost wvorse, which is where the ccontext is
such that it is clear you are talking about, what is
being discussed, is scnre form of independence. The
availability cf a draft report to the cozpany is really
moze iamportant than the availadbilisy of the £inal
repcrt.

If ve knew the company had the £inal repcr:
for a week or ten days, but that it was already bound in
leather and could not be changed, that would dother ne
less than knowing that, as it turnei out, as proof of
their independence they volunteered they had nc cogles
of the report. You know, draft report in that context
is auch more impcctant than the £inal.

CONMISSIONER AHEARNE: I do not agree with
ycu, because particularly under the time pressure they
vere working, I guess, I accept Clcocud and his emplcyees’
arguments that they vere trying to make sure they had
completeness iz this.

CONNISSIONER

mw

RADTCPD: I dc not dispute
that,

COMMISSICN GILINSXY: That gces tc the

(8]
o

guesticn of whethsr 5r not they shoulsd have deen doina

ite That is an entirely 4iffarent guestion, and I aust

ALCERSCN REPCATING COMPANY NC.
400 VIRGINIA AVE, S N . NASHINGTCN, 2.C. 20024 (202" 554-2345
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say I 40 not see 2 preblem or I 40 nct even see 1t as
being approprizte for them to have shown a draft to the
conpanye.

The problem was how they represented what they
vere coing.

CCHMMISSIONER BRADFORD: I 4o5udt we would de
sisting here if it had turned out that, by golly, at the
time those statements wvere made, unfortunately, a few
days earlier a final copy had been delivered and was in
a safe and nobody had been avare of it. 32Fut there was
just no guesticn of editing acd contral, and they turned
it right over to us a day or two later.

Sonehov, the fact that it was a draft report:,
it vas susceptible %o change -~

COMMISSICONER AHEAERNE: I Just disagree with
that. I agree with Victor. I disagree with 7you.

COMMISSIONES BRADFORD: I think I agree with
Victor. I must not Be making myself clear.

(Laushter.)

COMMISSIONER RC2ERTS: Victor sald
in‘ependenc2? was 3t issue and you Just said it was.

COMXISSIONER 3BADFC3C: I a» nct troubled Ly
their having the draft as a matter of consultant or

company practice. 3ut in the context of whether cr nct

"

shey made 2 material false statement in telling us tha

ALDERSON REPCRTING COMPANY NC,
400 VIRGINIA AVE. S W . WASHINGTON 3 C. 20024 202) 554-2245
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they did not, - €ind the fact it was a draft report they

had to be nore significant than had i+t been a2 £inal
report, because ve were more likely to be misled.

COMMISSIONER ROBERTS: Are ve still at Issue

MR. ZNGLEX

N3 Nc, we are beginaing wvith Issue
Number 3 now. #hat were the instructions taat had been
provicded to PGEZ perscnnel who had to reviewvw and comament
on the Cloud findings as contained within the draft
reports?

No written instructions vere provided tc PGEE
eaployees as to how they shoul? raviev and comment on
Dr. Cloud's findings in the draft reports.

¥r. Rrown, the vice president of engineering,
issued oral instructioas to the chief engineers
gtepgortiag directly to him. MNr. 3rcwn stated these
instructions wvere the Clcoud findings should not be
revieved for editing or wvordsmithing purgcses, dut to
call Dr. Cloud's attention to any additional information
that he should see.

It is unclear whether oOr not ir. Broun's
verbal iastructions vere, in tura, given to the
engineers that actually reviewed the cdraft regorts.
Hodever, most FGEZ engineers that vere lantervieved that

ha4d cozmeated on the CTloud werk stated =they did so only

ALCERSCN REPCRTING CCMPANY. NC,
400 VIRGINIA AVE, S W, WASHINGTON. D C 20024 (2C2) 554-2345
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to assure the Cloud work was accurate and complete.

COMMISSIONER AHTARNE: Now, you say most

engineers said that. Doces that mean that there ware

sone who ware intarviewed who saifd that thaey d4id not do

it?

¥R, ONGLZXEN: W2ll, there wece one or two, I

believe, who stated that they thought the way certain

staterents in the report had been phrased that it put

PGEE in a very bad light and that the statements could
be revised to at least make them neutral and factual but
not to necessarily de critical.

And there vas also comment by one of the Clcud

people to that effect, that some of the comments made by
PGEE people were nade to improve the language and put

PGEE in a better light.

3yt thare was general
aajority of bdoth PGEE and Cloud
vere directed towards improving

completeness of the repor:.

agreemesnt by the vast
pecple that the comments

the accuracy 2nd

“hat was PGEZ's purpose and intent in

Dre

providing commants On

vithin the draft report,

eight PELEGE employ2es, seaven of

and coamented on the Cloud draft reporet,

PGEZ's purpose £for rTeviewling

Cloud's
Issue 4.

whem actually

the

¢indings is contained
Swern testimony fronm
revieved
shoved that

~
-

¢indings and

[
0
o
[N
"
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submitting comments on draft reports was to assure

2 accuracy and completeness of the Cloud work.

3 Hovever, as obtained from sworn testimeny of
4 Nr. Motiwalla,former employee of Cloud Associates, and
S from a reviewv of the handwritten comments made by °GET
8 personnel on the iraft comments, some of the comments
7 made by at least two perscnnel vere of an editorial

8 nature and vere intended to make particular staterents
9 in the draft report less critical cf PGEE.

10 I think that answers your guestion.

" (Slide)

Issye § --

CEAIRMAN PALLADINC: Do you know if those
comaents vere reflected in changes in the repozt?

¥2. ENGLEKEN: At this stage we 40 nct kncw

That will bde done in phase 2.

Issue S, what vere the instructions provided
to the Cloud staff regarding the drafting and the
handling comazents received from 2GEE?

Five employees and Cr. Cloud were invelved in

the preparation and revision ¢of the October 21, Cctcher

26, Novenrter &, and November 12 draft reports.

COMNMISSIONEZR AHEARNE: Zxcuse ne.
out of phase. You say you 240 not xnow that

eppeacs ¢ ; three or four of

ALDERSCN SEPCRTING ZCMPANY 'NC.
400 VIRGINIA AVE,, S'\W.. NASHINGTON, 2.C. 20024 (202) 5%4-2348
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comnments that ycu specifically had asked about cor vwere
specifically raised. Were those changes made?

MR, FRULYENBERSY: We have irdications that,
yes, some revisions were nade as a result of these
editorial-type comments. - think it may be worthwhile
to put it in perspgective, though. If you lcck at the
examples that the various peogle of those emplovees gave
in their testimony as related to these editorial
comments, they are contained in the report. And I think
it kind of helps to put that in perspective.

COMMISSICONFP AHEAANE: VYes, I did.

MR, ENGLEKEN: The five employees were
questioned to determine 1f directives or instructions
had bdeen provided by Jr. Cloud or anyone else with
regard to how to prepare the draft report and how to
handle the comments received from PGE&E. H. Loey, 2.
Chen, S. Yotiwalla stated that they had teen provided no
specific or rigid instructions on hew to prepare the
drafts and make revisions to the drafts. E. Cenison
stated he was instructed that if a comment received froa
PGLT was reasonable and correct, tc make the change; if
it was ncot reasonable and correct, then do nct make a
change. 1% the coament alluded to any additicpal

inforaaticn, he was instructed to obtain the additional

information.

ALDERSCN REPORTING CCMPANY. INC,
400 VIRGINIA AVE. S W, WASHINGTON, 2.C. 20024 (202) 334-2348
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P. Anderson stated in the development of the

October 21 drafs they attenpted to stay awvay from any
personal conclusions or conclusions as told to them Dby
PGLE engineers.

Issue £ wvere employees of F, L. Clecud under
any pressure to accept PGLZ's comments that were
provided as a result of PGEF's review of the draf:
cteports?

Svorn testimcny from all five employees of P,
L. Cloud who were involved in the gpreparation and
revision of the draft repcrts indicates they ware not
under any pressure from anycne at F. L. Cloud to accept
the cocaents provided them from PGLE.,

(Slide)

COMMISSIONRER AXEARNT: VYNow, you have 2ade a
mcdification in what you just said from what the report
says. And I Just want to know wvhether that wvas a
significant point.

MR. FAULKENBERRY: Xo. We initially had the
ceport statine, "R. L. Clcocud,” and then ve reviewed that
and broadened that to include FGLE. So ceally, cur
conclusion is that we feel like there wvas no pressure
from FGEE or f. L. Cloud cor really anyone.

YR, ENGLZIKEN: Statements made at the Scveader

3 meeting led the YEC to selieve that no circulation as

ALDERSON REPORTING CCMPANY, NC,
400 VIRGINIA AVE, S W . NASHINGTON, O C. 20024 (1202) $54-2348
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Okay.

MB, ENGLEXEN: The seccond statement <hat vas
made in response to a stateament by ilr. Denton, in which
he said, "Well, this is a particularly sensitive issue.
I was wondering how you propes~ to handle comnents on
this d-aft. Are you going to send us the same report he
sends you and 243 your zover letter to it, or howv will
you preserve independence?”

Mr. Norton's statement was, "Any suggestions
you have, if you want the report before we see ‘t,
fine. I frankly resent the implication that Dr. Cloud
is not an indepenient reviewer, because he is.

"As “r. Maneatis Jjust reported to you, vwe
heard this presentation to you yesteriday. In fact, we
heard it Sunday £5cr the first time. I assure yvou that
that is the case, and we came back last night, or we
cime dack yesterday, and you heard it this =mcraing.

“The raport itself has not been prepared. If
you vant a copy of it defore we get it, fine, or
sinultaneocusly. He is an independent consultant, and,
you knowv, I 40 not know hovw ve can shew you that acre
than to give you the reporss wvhen they are prepared.
You certainly are welccme to have an auditor, if you
will, fzom the Y3Z, accompany z. Clecud and his people

ia their vork, vhatever you want to do. If you want o

ALCERSCN 2EPCATING CCMPANY NG,
A00 VIRGINIA AVE., S 'W. WASKINGTCON, O C 20024 202) 554-2345
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talk to them directly out of cur presence, fine. He is
an indepenient consultant.”

A statement of ccncern made by Dr. Cloud was
also in response to ¥r. Etisenhut's guestion of, "When
can the N2C expect to see the short-tera report?” Dr.
Cloud's staterent was, "I telieve that we will D2e
turning it in either this wveek or next, sc¢ ycu should
have it shortly thereafter.”

26 emplovees attended the November 22 meeting,
PGLE employees, six of whom stated in svorn testimony
that they were aware at the time of the meeting that
draft reports had been submitted to PGEEI by Cloud.

PGEE, in preparation for the November 2
meetins, held three separate neetinis. In attendance at
these meetings vere Dr. Cloud, ¥r. Norton, various EGLE
employses, including ¥essrs. Tordish, faymond, Hoch,
Leve, Tressler and HKerrera. At these reetings
discussions vere held regarding the material that weould
be presentad at the Novembder 3 meating.

Issues 7 through 11, as defined in Secticn 3

of our report, ar2 applicabtle to the November 3 meeting.

ALDERSCN REPCRTING SCMPANY NC,
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These issues and the YRC £indings related teo
these issues are 2as follows:

Issue 73 Did Dr. Cloud mislead the NRC in the
statement he made at the meeting with the XPC on
Novemter 3?7 If he did, was this done knowingly?

Cf the six PGELE employees who attended the
Novemter 2 reetiny and who kxnew that Clcud had submitted
draft reperts to PGEEZ for review and comment prior te
Nevemder 3, five stated in their sworn testimony they
did not consider Dr, Cloud's statement to be misleading
or erroneous. Th2 specific question was not asked the
other employee rejarding Dr. Cloud's statenent. Thus it
is nct known wvhether he considered the statement to be
aisleading or erronecus.

COMMISSIONEZR AHEARYE: Who was the sixth and
vhy vasn 't he askgd?

¥R, FAULKENBERRY: I°'ll have to check back and
make sure, tut I believe that was Srand that we didn't
specifically ask that guestion to. I'd have t> check to
make sure.

CHAIZMAN PALLADINC: Was there some reason “cr
not asking?

MR, FAULXENBERRY: No. It was that this issue
cane up after wve had been involved iz the investigation

and it was not hiszhliszhted as a guestion until after ve

ALDERSCN SESCARTING TCOMPANY. NC,
400 VIRGINIA AVE, SN, NASHINGTCN, 2.C. 20024 (2020) 354-2348
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did PGELE employees regard ir. Cloud's statenent to have
been nisleading, and that's a £finding in response te¢
ite Do you understand ay point?

MR. FAULKENBEZRRY: Yes. Now, with regard to
the interviewing o2f those particular jeople with regard
to Clcud's statement, they all without excepticn that we
addressed the gquestion tc very definitely related
Cloud's statement, or they thought Cloud's statermant was
related to the report that the YRC was vaiting to cet,
"the final draft or final interim reporct.”

CHAIRYAN PALLADINO:; I'a having trouble,
though, following this testimony. Here you talk about
five cut of six who said that it vas not aisleading, and

hen later on yvou point to tvo people vwhe said, vell,
yeah, they znew of it.

MR. ENGLEKENs That was conceraning PGES='s
gJuestion.

COMMISSICNER GILINSYXY: That wvas the guestion
I was asking. Two of thenm drev that conclusicn atout
PGEE's statement, which T gather was somevhat different
than the one that Cloud nmade.

YR. ENGLEKEN: Yes, that's ctight.

¥YR. FAJLXKENBERRY: I do recall new which
person ve 1id ot ask that specific questicn. That vas

Hoch, John Hoch of indication.

ALDERSON REPCATING COMPANY. NC,
400 VIRGINIA AVE , S W, WASHINGTCON. D.C. 20024 (202) £54-2345
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COMXISSIONER GILINSKY: G“ell, that is

significant, becauce he vas one of the two who thoughs

the PGELE statezent =-

¥K.

FAULKENBEREY:; We asked a2 questiocn in a

troad term, and wvhen you 30 back and really lock at the

he 10es not differenctiaze

details of

his statenent,

betwveen Cloud, ¥aneatis and Norton.

COMMISSIONER GILINSXY: And in any case, this

is the chatacte:ization of the various PGEEZ employees.

It's up to us to decide whethar Clocud was misleading us

or not.

AHZARNE;

COMYISSIONER

FAULKENBERRY:

¥R.

CHAIRYAN PALLADINO:

20 #R. FAULKENBERRY:

2 COMMISSIONER AHEARNE: :
22 ¥R. SHACXLETCN:

23

24

28 CCYNISSIONER 3RAOFOXD:

ALDERSCN REPORTING COMPANY. NC,
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COMMISSIONER GILINSKY:

iR.

FAULKENBERRY:

CHAIRMAs PALLADINO:

3.

FAULKENSEZRRY:

CHAISMAN PALLADINO:

¥Re.

¥3.

FAULKENBERRY:

ENGLEKZN: Mr. Rocca, who recogn. zed Nr.

23 Norton's statements on pases 2°5 and 217 ¢f the

24 transcripzt to *e misleading, in his svorn testimony

25 stated that he 4i2 not see any inaccuracy in Dr. Cloud's

ALDERSON REPCORTING COMPANY, INC,
400 VIRGINIA AVE, 5.W . NASHINGTON, 2.C. 20024 (2C2) $54-2345
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that,

Issue ¢ -~

CHAIRMAN PALLADINC: Did he not particizate?
Di4n't he overhear this heated argucent?

MR. ENGLEXEN: That's correct. He stated that
vhen Fr. Rocca came %o Yr, Tressler and Yr., Clouéd -~ Lr.
Clecud, Cle:d and Tressler had been seated together.
Rocca cane dovn. At that point Cloud got up and vent
sonevhere else in the plane, and Pocca: sat down with
Tressler.

When Cloud finally came back they vere having
# heated conversation, and he says he didn't get the
gist of that conversation, although he thinks it aicht
have related toc something that Y¥r. Norton had said
ei*her at the aeeting or after the neeting.

CHAIEMAN PALLADINC: Did he go somevhere eolse
to sit or 4id he sit there vith then?

MB. ENGLEXEN: 1It's not clear where he went.

MR, FAULKENRERRY: I think the understanding
that wve have, and whether it's in the full testimeny or
not I'm not sure, Lut Tloud and Tressler vere sitting at
the Back of the plane, Focca and Hererra vere sitting up
in the front gortion of the plare. Rocca got up and
care dack to +here Tressler and Cloud vere sicting.

Cloud at that tinre 30t up and gave Pcocca his

ALDERSON REPORTING COMPANY. NC,
400 JRGINIA AVE., S W NASHINGTON. 2 C 20024 202) 354-2348
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seat, 3nd he vent o2 up tc the front pacrt of the plane,
talking to other people, I guess., And then he care Rack
at andther time and wvas in the vicinity cf vherr Focca
and Tressler were having thei:r discussion.

As a matter of fact, I think he said he sat on
the table near the place where Ffocca and Tressler were.

ER. SHACKLETON: Mr. Chairman, I°'¢d like to 2dd
something else for the benefit of the Coamission. 1is
you read the text, it's not 1in the transcript, but when
they got on the plane to return to San Franciscec they
vere gquite tired after three days of preparation and
long hours. S0 they had scme libdation and they vere
feeling no pain.

(Lauahter.)

MR. SHACXLETON: So ycu're going te find, Mr.
Chairman, that whan you rezd the testinsony that there is
sose differences on recall, and it may have to do with
hov amuch libation each individual had.

¥R, ENGLEXEN: The eighth issue: Did PGEE
nislead YRC representatives in statements they nade at
the meeting with the NRC on November 2?7 If they did,
vas this 4one “nowingly?

™he statements nade by Norten at the Novembder
3 veeting were errconeous and nmisleading. Yr. Nercen in

is svern testiagny statad: "Well, obvicusly, wvhen you

ALDERSCON REPCATING SCMPANY NC,
400 VIRGINIA AVE. S W, WASHINGTON. O.C. 20024 (202) 554-2348
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take the statenment I made on pages 216 and 217, it's

factually incorrect. Indeed, PGEF hald received a
teport. So yes."

¥r. Norton also stated: "I honestly 4id not
have any meaning to that. If I had known" =--

CONMISSICNER GILINSXY: Whet does that mean?

“R. ENGLEKEN: “hat does that =~

COMMISSIONER GILINSXY: What dces that nean?

CHAIPMAN PALLADINC: He's clearing it ug.

MR. ENGLEKEN: "If I had knecwn the ceport of
October 21st had been received by PGLF, I would not have
said vhat I said, decause when I used the tern ‘repecrt’
I vas encoampassing any report, wvhether it De
preliminacy, interim, £inal, vhatever. And it vas
because I had askad the juestion, where is the regort,
in the previous 4ay or two and vas told it wvould de
prepared in a veek cor tvo. I guess I assumed whcever
vas ansvering my guestion was using the same definition
of ‘'report' I was. In all probablilicty they veren't.”

COMMISSIONER GILINSYY: Again, the findings

don't guite track with the question. Yorton is the

LA

attorney of record, I %elieve, and speaks for the
company. It's the comnpany's responsidility that his
statements e accurate.

If he personally vas avare of the facts aloutc

ALDERSON RESCRTING SOMPANY, NC.
400 VIRGINIA AVE. S W, WASHINGTON, 2 C 20024 202) 334-2245
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draft reports has to do with his perscnal zsulpabdility,
you aight say. But as far as the ccmpany 1s concerned,
the guestion deals with PGLE.
CHAIRMAN PALLADINCs I think there is sonme
implication that he was misled by somebody in PGELT.
CONMISSIONER GILINSKYs That's right, Put

that's a sep=rate guestion.

CONMISSICNER AHZABNE:; Certainly in going back

to the November 3rd transcript, his statenzents were the
ones that vere prabatly the mest convincing:
“absolutely nothing."” And as Vic said, he's == now, I
gather he's not a junior attorney Jjust fresh out of law

school.

MR. ENGLEXKEN: No, he's been with FGEE on this

project for a number of years, and prior to that I k%now
he had been involved in the Palo Verde casa.
COMYISSTONER AHEARNE: So he's not a novice.
YR. ENGLEXEN: No., He's a skilled lawyer.
COMMISSIC (ER GILINSXY: The company made an
arrangement with him that permits him to speak for the
compaay. It's up to the company tc infora him on the
subject.
CONMISSICNER AHETARNE:; It's a two-vay street.
Tt's a little 24t up to hia tc ask some questicns.

@t e ask a 2ifferent guestion. I notice

ALCERSCN REPCATING COMPANY. INC.
400 VIRGINIA AVE., S W . NASRINGTON. D C. 20024 (202) 554-2345
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that ¥r. Lielerman guestioned Yr. Norton, as cpposed to
having Er. Shackleton or Mr. Faulkenderry. I veniler
why?

MR. ENGLEXEN: Well, wvhen ve first intervieved
¥r. Norton, since he had an attorney-client relationship
to be concerned adbout, he insisted that PGELT attorneys
be present and see -~ we had to praparce written
guestions, to see whether ==

COMMISSIONER ARHZARNE: ‘ritten questions he
vas given? I guess I missed seeing that in here.

ER., ENGLEXEN: %“e didn't elalorate on that,

COMMISSICNES AHEARNE: \Were vwritten guestions
given to everybedy?

¥R. ENGLEXEN: No. The pecple intervieved
vere in some cases, not all, shcocwn the vritten questicns
Just prior to testifying.

COMMISSICNER AHEARNE: NWas ¥r. Norten shown
Just prior to testifying?

¥R, LIEBERYAN; Yes, one cor two a2inutes tefore
testifying he vas shewn the gquestions and, meore
importantly, PGEE's attcrneys vere shown the juestions
and they incorporated in the transcrigt ¢f Nr. Vorton
that they vaived their privilege of confidentiality as
te the jen2ral scspe of those gquestions. These

questions are iancsrporatad in the transcript.

ALDERSON REPORTING ZCOMPANY INC,
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CONMHYISSIONER AHZARNE: Jas there an agreement

he would cnly ®e asked the written guestions?

¥R, LIEBEP¥AN: No, it wvas the general scope
of those guestions. We didn't have specific gquestions
Yecause as ve ¢ot along with the gquestioning he provided
answers %o scfte of the juestions.

COMMISSIONER BRACFC®D:s Cid he decline to
ansver any of the zuestions cn the basis of
attorney-client privilege?

MR, LIEBERMAN: No, he 4id not.

COMMISSIONER BRADFORD: Di4 you defore
understand there were any areas you could not ask about
because of the attorney-client privilece?

MR. LIE3E®PMAN: No. MNr. Norton was
concerned. Since it was not a privilege he could clain,
rather than the cospany, he vanted the company to give
the vaiver. 3ind we had a shocrt discussion with the
company and shoved them the guestions, and they cane
back and s2id on the basis of this area they had ne
problenms.

COMMISSICNE® AHEARNE: This vas one ainute
before the meeting?

¥R, LIE3ER¥AY: VYes.

COMMISSICNER AHZIRAENE: That's vhen they

decided they hai no prodlem?

ALDERSON REPCRTING COMPANY. INC.
400 VIRGINIA AVE., S'W . NASHINGTON. O C 20024 (202! 354-2348
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LIEBERYAX:

Correct.

CONMISSION

"

AHEARNZ: why did not
those gentlemen ask the juestion?
DIRCKS: They carried cut the first
inteczviev vwith Norton. They are talking about the
follov-up intezviev.
ENGLEXENS that we needed
an attorney who fully comprehended the matters,
legal matters involved in lavyer-client relationships
and that sort of thing. C£o ve asked for somecne with a
legal dackground to assist us.
COMMISSICNER GILINSXY: +#hen you refer to the
juestions, are these vhat you now call issues?
ENGLEXEN: issues are
identif‘ad to assure cursalves that adeguate
scope in the investigation. the gquestions,
questions that ve wrote tn ask individuals tefore ve
intervievel then, 4 theirz origin in these issues,
They vere derived from these various issues,
that's correct.
LIZ2ES¥ANs They appear at pages 288 t¢
of the investigation rTepert.
COENMISSIONER APREAPNE: appeared to ne
Norton vas not aggressively pursued.

SHACKLETCN: Ahearne, vas the one

ALDERSCON REPCRTING CCOMPANY. INC,
400 VIRGINIA AVE., S W, NASHINGTON, 2 2. 10024 202) 5%34-2348
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that diidn‘t aggressively sursue hia the first tine,

primarily again because of the attorney-cllient
relationship. It was very ticklish.

COMMISSIONER BRADFOFD: How was it ticklish,
if the company wasn't asserting it?

¥R, SHACKLETCN: I could only ask hinm
questions relating to his cwn personal knowledge. I
couldn't ask him things about what the company vas
doing.

COMMISSIONER R2RADFORD: That was his ground
tules?

YR, SHACXLETON; That's the way the greound
rules were explained tc me on the atteorney-client
relationship.

COMMISSIONER AFZARNE: By whonm?

MR, SHACXLETON: Initially by their
attorneys.

And T felt uncomfcortable, vwithout having our
avn counsel. ©n the saconi conferenca that we had with
him, at that time we had Jim Lieberman and Reger
with us, and I had asked Jia because I didn't wvant to ta
a middleman in asking the suestions and then have to 30
into a discussicn. I'4 rather have the interviewv rIun
smoothly, 4ith »cth pecple having the samne Xncwledge o2

Now te handle it. S2 Jim toocx the responsidilicsy in the

ALDERSON REPCRTING CCMPANY NC.
400 /'AGINIA AVE. 3 & NASHINGTON. O C. 2002« (202) 584-2348



W

1

12

13

14

18

16

17

18

19

21

22

23

24

25

€6

second interview.

¥r. Yorton vas tuch more cocperative and auch
more willing tc converse on the second interview. I
vant to nake one thing else clear for the Comrissica’'s
knovledge. Attorney EBruce NYorton has represented PGEE
as a licensing counselor and has de2n with them since
1976. 2ut he's based in Phoenix, iArizona, so he does
not have a day to day personal relaticnshiz with the
sompany.

COMMISSIONER AHEAPNE:s Yes, Put he's not a
aovice and the coapany allows him to speak for them. He
nade the very positive statements., He wvas coamitting
the coapany. He was making the offer, here's wvhat ve
vill do0. At least from the transcript of the neeting
froa Ncvember 3rd, he didn't have to go into
consultation with scome other member of the company abdbout
vhether or not he could say scomething. FHe wvas speakine
for the company.

And it acpears to me that someone who's Dleen
arocund that many years in the bdusiness -- the fact that
reports are sudaitted dack and forth, the drmfts arcise,
I £ind it surprising that he felt the word “"report®
covered eve:rything. Fe asked whether there was a
teport, and then his comaent that, well, apparently

pecple didn't mean the sane thing as he did.

ALDERSCN REPCRTING COMPANY. NC.
40C N'RGINIA AVE, SV, WASHINGTON, 2.C 20024 (202) 534-2348
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One ¢£ the points that the lawyers are
constantly stressing here is that, gee, you have to De
very careful on terms, make sure ycu know what the ternm
means. I was not comfortable with “r. Norton's
testimony, nor his questicning.

{R. ENGLEXEN: ¥z. Eoch and Mr. Rocca of PGET,
vho vere in attendance at the mneeting and <who knew of
the existence of the draft reports, recognized the
staterents ma‘e dy ¥r. Norton to be misleading and
erroneous.

The misleading and erronecus statements made
by ¥r. Norton at the Ncveaber 3 meeting were not made
knewingly. Throughout his svorn testizony, Yr. Nerton
stated there vas no attempt on his or anyone else's part
to mislead the YRC. Mz, Necrton 4id not become aware of
the draft zeports until December 14, 1387,

It is gquestionable whether the statement 2ade
by ¥r. Mansatis at the Novemler 3 neeting is
sisle2ding. ¥r. ¥Yaneatis in Ris swvorn testimony said
his statement at the November 3 meeting was in reference
to Cr. Cloud's oral report that was presented tc the NFC
during the meeting.

If Yr. Yaneatis' statement at the Novemler 2
seeting was aisleading, it vas not dcre knowizasly. Ur.

VYaneatis statad in his swern tastimony that he was not

ALDERSCN REPCRTING COMPANY INC,

400 VIRGINIA AVE . 3. W, WASHINGTON, D C 20024 1202) 554-2345
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Crevs of the NEC called his on Decembar 10, 1981,

(Slide.)

COMMISSIONER GILINSAY: Eefore you go to the
next issue, at some point rcesponsibility for the
contract svitched to Maneatlis.

HR. ENGLEKEN: VYes.

COMMISSICN

™

2 GILINSKY: Apparently some tinme
after the Yoveaber 2rd meeting. I think we raised the
question as to just where it is Cloud vas fitting into
the company. It seems from reading the various
traascripts to hava heen Jjust a formality in their
contracts department. Yaneatis doesn't seer to have
gotten informed on Clcud's activities. TRere seems to
be no contact. All the ccntact is vith Rrand in the
engineering departaent, continued just as defore.
COMMISSIONEE AHZARNE: Rocca and the
assistants vere actually running the contract.
COMMISSICNER GILINSKY: ©SRocca or whoever it
vas. I don't knov wvhether it's relevant tc the prior
discussion.
YR. FNGLZXKEX: I think it says something
perhaps about communications within the companv.
COMYISSICNER GILINSXY: But they seena tC have

dJust 4cne this as a gesture to agpease us. 3yt Yanea:is

ALOERSON REPORTING CCMPANY. NC,

400 /IRGINIA AVE. 3'W ., NASHINGTON. 2 C 20024 1202) 354-2248
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does not seem to have informed himself a2dout what Cloud
vas doings in the relationship between PGEE -~

CHAIRMANY PALLADINCs What's Maneatis' function
in the companv?

MR, ENGLEKEN: FKe's senior vice president.

CHAIRMAN PALLADINCs Cf what?

YR. ENGLEKEN: Of advanced engineering.

CHAIRMAN PALLADINO: So he should have had
more interest in the report than if he were Jjust a

contracting officar.

COMMISSICNER GILINSXY: He is over the whole
engineerin; department. 32rand is the vice president

under hir.
CHAIRNMAN PFALLADINC: I remembter hinm.
COMMISSICNER GILINSXY: And under the
engineeriny departaent are Foccca and the chief engineers

and so on.

¥R, ENGLEKEN; I'¢d like to correct that. Y¥r.
Naneatis is senior vice president of facllities
develcpment.

CON¥ISSIONES GILINSKY: FSRight. 2And who 1id
the people in charge of Diadlo Canyon repcrt t0? Does
that go up through Brand or does that 3o up through some
other chain? In cther words, whe does, say, Hcch repert

to?

ALDERSCN REPCATING COMPANY, NC.
400 VIRGINIA AVE. 5 W . NASHINGTCN. O C. 20024 202) 354-2348
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MR. CUNNINGHANMs I could perhags clarify, and
this is »ised on ay recollection, is :hat Mr. Hech
reports to 4r., Skyler, vhe is the vice president for, T
believe, nuclear cperations cr something like that. €So
Mr. Hoch reports through a different vice president, but
both vice presidents, ¥r. Skyler and ¥Yr. Brand, raeport
to Mr. Mansatis. The titles may nct be accurate, >ut I
believe that's the chain.

CHAIRMAY PALLADINO: We've been sitting here
now for twe hours and 20 minutes. I wonder, is there
any odbjection if we take a2 break now and tﬁon ccntinue
for ancther hour?

CCEMISSIONER GILINSKY: I'm geocing to have to
leave at 12:00, in fact a couple of minutes befcre
that,

¥R. ENGLEXKEN: We're at your disposal.

CHAIRMAN PALLADINCs: Well, I ¢'ink it would )e
vise to have a break nov and then give ycu oppertunity
to ask guestions bafore ycu have to leave. I don't know
vhat decision, if any, ve're going to take teday. I'a
not sure even 1f I knev a decision to make that I'd wvant
to make it without a little bit of sleeping on it.

CONYISSICNER GILINSKY: I guess I wouldn't
vant to amiss out on heating cecommendations from the

sta‘ff.

ALCERSON REPORTING CCMPANY. NC.
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CHAIRMAN PALLADINC: Suppese we go through the
factual part and then at 2:00 o'cleock ve continue with
ctecommencations of the staff, okay? That way ycu won't
miss thenm,

COMMISSIONER AHEAERNE:s Oz when Vic has %o
leave, cocld ve just stcp the meeting and then pick it
up again vhen he comes back?

CHAI2MAY PALLADINO: 4Well, that's going to
crowd us in the afternocon. I have a feeling that most
of the iteas that are covered here are already in the
report that wve're talking about, the issues.

COMMISSIONER GILINSXY: Why don't ve take a
short break and then ve'll see where we are.

CHAIRMAN PALLADIYO: 4Why don't we take a short
break.

(Recess.)

ALCERSON REPCRTING COMPANY INC,
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CHAIRMAN PALLADINO: I wonder if we could
start to take our seats. CZkay, I wonder if we could
reccnvene. Let's take care of a housekeeping detail
first.

The proposal is that ve go until ncon and thern
we tre=zkx and wve try to be ready to start haze Ity 1:45
and that will give us a little more time. Ckay?

MR. RENICK: Mz, Chairman, a questica orn the
vaste confidence. Would ycu hold it later, then, cr not
hold it? There are some people coaing in from the
Staff, If we are not going tc have the meetineg,
probabdly we should alert then.

COMMISSIONER BRADFOPD: Do you have a plane to

catch, Tem?

w
3
0

COMMISSIONER RO3E : VYes, the sane one as

the Pegion V people.

COMNISSICONER BRADFORD: At 3:307?

COMMISSIONER 279ZRTS: I need to leave here at
3s3C.

CHAZIZ2YAN PALLADINO: I have a2 feeling we are

going to take most of the time between 1345 and 3330 to

opiz, and I would suggest that ve

"

go on this parcicular
not have the wvaste cenfidence croceeding this
afterncon. 4Ye'll have to reschedule it, perhapgs

sometime nex*t week, but we will take that up at the

ALDERSCN REPCATING COMPANY NC.
400 /RGINIA AVE., S W._ WNASHINGTON D C 20024 202) 554-2345
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All cight, vell thern, can ve precceed?

MR. ENGLEKEN: 1Issue ©., What explanaticn wvas
given by tne speakers at the Noveaber 3 meeting for the
statenents they made that the 2. L. Cloud report had not
been received Dby PGLE.

(Slide.)

Three persons, Maneatis, Nerton and Cloud,
made statements at the November 3 aeeting with NRC that
could te considerad errconecus or misleading. ¥r.
Naneatis considered his statement to apply to the oral
report being given by Cr. Cloud at the Novembder 3
meeting. He vas not avare until December 10 that tvo
draft repgorts of Pr. Cloud's work had deen subritted to
PGEE prior to the November 3 mee*ing.

¥r. Norten did not become aware until Tecemder
14 that draft reports of Dr. Cloud's work had deen
submitted to PGEE prior to subamittal to the KRC.

Dr. Cloud consiiered his statemzenc t¢ Le
directed tovard the final draft report, nct tovard any
of the previous draft reports, which he considered o be
«otking papers.

Issue 10.

(Slide.)

“hat are the explanations given by pecple

ALOERSON SERCRTING SOMPANY NC.
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75



19

11

12

13

14

15

18

17

18

19

21

24

bl

attending the November 3 neeting, fcr not tringing the

existence 2f the Cloud regports to the N?C's attention.

CEAIRNMAN PALLADINC: Could I ge back to number
S?

(Slite.)

Based on the reccrs of the Ncvember ? meeting
it's not all that clear that zhey were talking about the

final report. Did you explore further the relationship
between Tentcn’s guestion and the follcocw-up answer? Ch,
I guess the ansWer that came tefore that, when ¥r. Cloud
said, "I believe it's -- ve will be turning it in in
another veek or s2, either this week cr next week, sc
you shculd have it shortly thereafter.”

And then the guesticn about this draft canme
up. Fe would have had an opportunity there to say vell,
I'as not speaking of the drafs; I'm speaking of the final
ceport. PBut he didn't.

Did you explore that?

¥R, FAULXEN2ERRY: Yes. I might add, adout
the only thing we can say on that is what Cloud himsel®
said, >ut he said that pricr to the meeting ¢f November
3 he was under tremendous pressure to get the reporct
cozxpleted and submitted to the N2C. At that time they
d4id not know whether they vere 33ing =2 put it in final

£orm or vhetker it woull *e 2a draft repcrt.

ALDERSON REPORTING SOMPANY INC,
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So he saicd a fev days prior to the meeting as
well as all the time that he was at the meeting, his
thoughts vere completely directed a2t the report that he
vas chartered to jet prepared and get to the NRC, which
votld e "the final drafct.”

CHAIRMAN PALLADINO: Put there wvas quite a bit
of discussion after his comment that cculd have raised
the question that they might e talking about scmething
else than the final report, but I gather ycu get no
insight on that gquestion.

¥R, FAULXENBERRY: That's ccrrect.

COMMISSICNER GILINSXY: I £ind it interesting
that their lawvyers see? to understand >y "a repert®, any
report. All of our engineers seen tco understand
“report” leing repert. Somehowvw their engineers,
;ncludinq lcud: drav a distinction betveen draft reporct
and final report or interim regort.

CRAIRYAN PALLADINO: One of the ceasons I am
concerned adout that peint decause on the same jage as
¥rc. éloud's response but shortly thereafter Yr. Norton
speaks and he says, "Any suggestions you have, if ycu
vant the raport dafore ve see it, fine. I frankly
resent the implication that Jr. Cloud was not an
independent reviewer, because he is.

"As ¥Yr. Yaneatis Just reported =0 you, ve

ALDERSON REPCATING COMPANY, 'NC.
400 VIRGINIA AVE_ S W, NASHINGTON, O C 20024 (202) 554-2348
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heard this presentatios to yocu yesterday. In fact, ve
heard Lt Scnday for the first time. I assure you that
that's the case and ve came >ack last night, or ve canme
back yesterday and you heard it this aoraning.”

So even here we are talking about a sovevhat
different repert from what ¥r. Cloud says he ansvered.
I vas thinking of when he had ansverel his gquestion in
betveen !r. Denton's guery adbout a2 draft report and Nr.
Nerton says the report itself hasn't teen prepared and
so on.

It seems like there is enough confusicn albcut
which report they va2re talkirg about that that would
have “een a good time to have said sorething.

COMMISSIONER GILINSKY: Cn thelir parct.

CHAIRMANX PALLADISO0:s On their part, on Cloud's
pact.

COMMISSIONER? 2RADFORD: You raised ancther
interesting point, Joe, which is that Maneatis'
statement seexs %> have, if Norton is to e delieved,
fooled Norton as well., That is, Vorten immediately
rolled it intc his statement, which he ncw concedes wvas
mnisleading, a2s part of the prcof that the company hadan't
in fact seen anything.

CHAIR®AN PALLADIMC: Well, I was Just trying

to £ind out whethsr =-

ALDERSON REPORTING COMPANY NC
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¥R. FAULXENBERRY: I was going back to the
testimony of Dr. Cloud. We did specifically ask Dr.
Cloud adout Yr. Norton's statement after we asked hinm
adbout his own. We asked him if he heard Mr. Nocten's
statenrent and why 24ida't he correct Yr. Norton's
staterment.

And he siid of course he had to have heard the
staterent, "I was there, dut T don't recall hia saying
that no results had been submitted te PGELE. I certainly
don't remeader it in those terms.”

Ve explored it a little bit further and he
said, "When this issue cane up, which first came up as
far as I vas coacerned on Yonday of this wveek, the day
before yesterday. I went back into my memcry. I locked
at this transcript and the context of that discussion
vas fccuseid cn the report that I would be giving to 2GEE
that would suhsequently be sent to the NRC. That's vﬁat
I had in ay mind at that time. That's what, as far as I
vas concerned, Norten was talking about.”

COMMISSIONER GILINSXY: I thought it vas
iateresting that if Forbish had said had he kncocwn aldout
the draft he certainly would have mentioned it, so he
certainly vasn't draviag any of these Zistinctions
betveen 4raft and interin. He understcood the gquesticn.

42, ZNGLEXEN: Yes.

ALDERSCN RERPOATING ZOMPANY NC
400 VIRGINIA AVE., 3 W . NASHINGTON. D C. 20024 (202) 234-2348



10

1"

12

13

14

1§

18

17

18

19

21

24

25

¥P, RENICXs Nr. Chairman, can I Jus: nake an

otservation here? I think the comment altout Harold
Denton on irafe report =-- Zraft report to me is toc
broad because I think it has to be read in the context
of the gquesticn that was asked by Darrel Eisenhut Just
before that.

Ye said when will ve be expecting to see that
short-tera report, which w= are told is the interir
report, and I certainly conclude that tec, a2nd Clecud, in
resgense, says ve will e turning it in either this veek
or next. You should have it shortly thereafter.

Then Harold said, vell, since this is a
particularly sensitive issue, I was vondering how you
progosed to handle comments on this draft. Now on this
drafs, to me doosn't nean 4raft report. It cculd be =~
he might have said this interia report or this fipal
repert. He said "cn this draft.” 7To me that doesn':t
say "draft® ceport.

Nov Yarcld has indicated what he intended, but
when I read the vords coldly I can intergret that on
this draft in a nandber of different ways.

COMNISSIONER GILINSKY: But I think the
assumption was that there weren't previcus drafes.

YR, FEMICX: 3ut when I see the discussicn at

the tize, cne could reasonably conclude that he vas

ALDERSON AEPCATING SOMPANY NC,
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thinking of the interin report. That's what he
ansvered. That's lbasically the question Eisenhut had
asked and then Hacocld had core in and used "draft”™, but
not saying draft reports or anything else.

CEAIRMAN PALLADI¥C: I wasn't clear what
"interim report”™ meant and I gather =--

YR, CASE: You can't Just read the ccld words
in the transcript. Y23 have got tc be there to
anderstand tha context. Not cnly Yaneatis, Norton,
Forbish, but also Shackelford said I can see hov the
ansvers could have een %thought to have reen aisleading.

So there vere a lot of people who understocd
the questicn differcently.

CHAIR¥AN PALLADINO: But I 2idn't under3tand
vhat "interim” report 2aeant until this merning. I tock
it to mean perhaps a draft. 3Sut if interim report meant
the final interim repcrt that everydody's talking abdecut

COMNMISSION

F GILINSXY: I wvas a* that meeting
and T »ust say I walked avay with the iagression that
when anything is put on paper and given to the corpany
ve were soing to see it.

¥R, DENTON: I think the presentation by
Cloud, which vas the focus of the neeting, was portrayed

as Yeing hot 2ff the press and nect vritten down.

ALCERSON REPCORTING COMPANY INC.
400 VIRGINIA AVE. SV . WASHINGTCN. D C. 20024 (202) 354-2345
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COMMISSIONER GILINSKY: That's right. There
had deen 2:n oral ceport. They had Jjust gotten the oral
repcrts I certainly walked awvay wvith that lampressicn.

M3, NGLEXEN:s Cr. Gilinsky, when you and I
visited °r. Cloud, I recall he mentioned a2t that neeting
thet that report would be issued within 2 day or two and
I think we visited liovember 16.

COMYISSICNEZR GILINSKY: It is worth mentioning
here that I asked him what the status of the report wvas,
and, as I recall, he said that you shculd have it n0vw or
you have it now. And we said, or you said, no we didn't
have it now, and sc he turned to the PGLE fellow,
¥cCracken, I believe, and the guy said, wvell, no.
Actually it's in our legal degartzent. And Cloud
groaned, as I recall.

(Laughter.)

¥R, ENGLZXEN: I believe he said it would e
passed along in a day or t¥o.

COMMISSIONER GILINSXY: McCracken did. Cloud
se2emed t2 be surprised that it hadn't come to us faster
acd that it had deen held up in PGZZ and that it tceok
3uite some tine, actually, to get it. We didn’'t get 1t
in a day or twvwc.

¥%, TVGLEXEIN;: That's correct.

COMYISSIONEN AHZARNZ: Vell, if yocu wers there

ALDERSCON REPORTING CCMPANY NC,
400 VIRGINIA AVE, 3 W WASHINGTON, 2 C. 20024 (202) 334-2348
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on the 16th ==

¥R. ENGLEX

N: I'ms not certain of that daze.
I think it was the 15th.

COMMISSIONER AHZARNE:

L)

thoteght they sent the
report on the 18th.
¥®., FAULKENEERRY: Cloud sent the raport to

PGEE on the 12th., I believe that ¥r. Gilinsky and

ourselves sere ovar thec2 on the 18¢th, if I'm not
nistaken. They mailed it out of PGELE on the 78th and ve
got it on the 15th or so.

COMMISSICNER GILINSKY: I must say that I
think that the ceport did not come imaedliately
thereafter., It was a week. That's what I remembler. It
vas about a wveek,

In fact, the point vas it wvas pcstnarcked a
certain date and they claimed that a copy of it went and
got lost and they eventually save us ancther ccpy.

¥R, FAULKENZ2ER3Y: We explored that with the
people at PGEE. Of course, the only thing I can Telate
is what ve found. Zut we explored it through Crane.

Crane's secretary sigred off the transmittal
letter fcor him on the 16th and they said it was mailed
on the 18th.

CONMISSIONER GILINSXY: 32ut ve didn't get it

until abcut a week later,

ALDERSON REPORTING COMPANY NC,
400 VIRGINIA AVE.. S.W. WASHINGTCN. O C. 20024 1202) 554-2345
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WR. FNGLEXZN: That's rcight.

YR, CREWNS: We got it the 2%5th,

CONMMISSIONZR 3RACFC3D: Was it postaarked?

MR, CREWS: I don't know wvhen it vas
postmarked. Actually we got it staaped into our office
on the 25th. e had obtained a ccpy because, again, I
had called them just to 7et the report ani a copy vas
hand-carried to us on the 23rd, and on the 2%5th I think
ve actually received it in the office by then.

COMMISSIONER BRADFORD: But no one made note
of the postmarci?

¥R. CPEWS: No.

YR. ENGLEXEN:; One of the explanaticns given
5y pecple attending the Yoveazber 3 meeting for not
bringing the existence of the Cloud report to the NEC's
attention, six persons from ?GLE plus 2r. Cloud wvere
avare of the existence of the reperts while they vere in
attendance at the Novembter ? meeting. Necrton, Yaneatis

and Cloud nade statements.

ALDERSCH REPCRTING ZCMPANY NC,
400 /RGINIA AVE. S W . WASHINGTCN. 0 C 20024 202) 554-2345
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Four persons -- 3rown, Besttinger, Ghio, and

Tressler -- either did not hear the statenenss made Dy
¥r. Norton, ¥r. Maneatis and Cr. Cloud eor did not
consider the statenents to be misleading or erroneous.
Twe perscns -- Rocca and Hoch == hear the statements
sade and consldered them to De errcnecus or nisleading.

Y¥r. 30cca said that inmmediately after he heard
¥r. Nocton's statement that PGELE did not have the
ceport, Yr. Nortoo made another statement: offering to
provide the YPC with the results of the Cloud study
prior to their being subaitted to the NRC.

COMNISSIONZR AHEARNE: Prior to their deing
subnitted to PGEE?

CHAIRMAN PALLADINOs This says V=:C.

¥R, ENGLEXEN: Excuse me. That should e
PGELE. Mr. Rocca said ¥r. Korton's latter statement
gpset him and he tended to forget Yr. Yorton's pravious
staterent.

COMMISSICNZR AHEARNE:; The statement he tended
to forget was the one that they had had a draft, and
vhat really upset him wvas that he was deing told he
shouldn't have a 1icaft.

¥R. ENGLEKEN: What upset hia was zlhe
staterent, the implication that he would have tc sudait

his vwork directly to NEC. Eowever, 2r. Rccea did kring

ALDERSON SEPCORTING COMPANY NC,
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the sudject up regaczding Yr. Norton's statenent that
PGEE 4id not have the Cloud report with ¥z, Tressler on
the airplane zide heme from the Ncvemler 3 meeting.

During that conversation Mr. Tressler told Yr.
Rocca that he did not relieve ¥Yr. lNorton's staterent vas
nisleading to the NEC., Y=, Pocca testified that after
his discussion with Mr, Tressler he 4id not discuss the
subject with anyone else.

And another peer review comment was that the
same remter of the peer reviev suggested that it de
mentioned that ¥r. Focca, in a seccnd intarview, said
that he probabdly mentioned to ¥r. Brand during a lunch
break that there vas a report from Pr. Cloud in-hcuse,
but that he wasn't really suras.

¥r. Prand stated in his testimony that he did
not recall that subject ever coming up during his
discussion with ¥r. PRocca.

¥r. Hoch stated that he had not read the draft
reports, that he vas a peripheral parcticipant at the
neeting, and that he assumed that someone else would
correct th2 statements 1f they vere wrong. After the
meating broke up he said he tended to forget about “r.
forton's statenents.

CO¥YISSIONER AHIARXZ: Now I guess - hada't --

vhaen I read Tressler's testincny I gsuess I didn’'t get

ALDERSON REPCRTING CCMPANY. NC,
400 VIRGINIA AVE. S & WASHINGTCN, O C. 20024 202) 554-2345
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the same sense that he vas assuring Maneatis that he
hadn't mislead the NEC -- Socce.,

MR. ENGLEYZIVN: Yes, I think that's --

COMMISSICKER AHEARNZ: dhen I read the report
it sounded like ve asked him d4id you discuss this, and
vhat vas your position, and Tressler told Focca don't
vorry about it. I really didn‘'t mislead you, hcnestly.

¥%. CASEs Tressler also said that Focca told
him that he had told management adout this, dut he
didn't say wvhe.

CONMNISSIONER GILINSXY: It £its in.

MR, CASE: It £its in with the story.

COMMISSICNER AHZARNE: Could I perchaps ask ¥r.
Shackletcn or Nr. Taulkenbercy to address that? Vas
Tressler really clearcly remenmderinc here vas a
conversatisn that I had and ®occa wvas upset, and I
assured hia don't worrsy?

¥R, FAULXENBEZRRY: Well, I think that Yr.
Tressler cane across very strong with regard to his
renemlterance of the conversation that he had " ‘th ¥z,
Rocca and it would be mors I + passing comgze-t that he
nade, that he told ¥=. ' <+ tuat he d¢id not believe the
statenents nislead tice Nal

T will lcok for his testimcny in here and read

it back to you as scon as I £iad it.

ALDERSON EPORTING COMPANY INC.
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“R. CREWS: I think, 8o¢b, it's cn the bcttonm
of 433.

YR, FAULXENSERRY: Okay. This is on 4%3., I
asked the juestion: "NMr. Tressler, based ugon your
conversation with ¥r. Pocca and your leing jpresent at
the VNovember 2 meeting, 4i2 yosu in your own mind
consicder then that ¥r. Yorton or ¥r. “aneatis may have
made some misleading statevents to the NEC?"

Tressler's reply vas: "I guess I -- and 1
told Jim Rocca this when I talked with him == I really
didn't consider the statements to e nisleading and
that, again, I considered the work Cloud was doinc at
that point in time to be preliminary and anything that
he was coming up with that wve looked at wvere findings.
And I fel® it vas absolutely necessary that the ccmpany
particigate."” Et cetera, et cetera.

COMMTSSIONER GILINSXY: What did he say Focca
had said atcut having talked to cther pecile?

MR, LIERERMAN: That's on the next page, 494,
on line 3. Boblby asked ¥r. Tressler did at any tize
after conversations with ¥Yr. Focca 24id you relay to any
of your management the conversaticn that ycu had or the
£act that Yr. Pocca had conceras that possi>ly

-
-

{information provided o the ¥N:

)

had d»een aisleading?

Tressler: "Ya, I did not discuss that Wwith

ALDERSON SEPCRTING SOMPANY NC
400 VIRGINIA AVE , S W WASHINGTCN. O C 20024 (202) £54-2248
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managezent other than ¥Yr. 2ccca.” And the Eobby says,

"¥r. Tressler, do you have any knovlecge of whether cr
not ¥r. Rocca relayed these concerns tc anyone else
vithin PGEE other than yourself?" "I believe he digd,
but I can't be certain. I was not involved in any
conversations and have no firsthand knowledge ¢f such
conversations.”

MR, FAULXENSERRY: We then followed this up
vith a requestioning of Mr. Eocca and asked hin
specifically if he had discussed this with Mr. Brand.
He said no. We asked him if he discussed it with anyone
else and he said no. And that was the question after
the nc discussions after the alirplane neating.

COMMISSICNER GILINSKY: ©Sut he d4id think that
he discussed it at the lunch Ddreak.

¥YR. FAULXKEZNZERRY: You will have to read his
testimony, and this gces tack to the previous ansver toO
you peogple’'s questions. Focca changed things, Jurged
about 2 lot. 3ind wvhether he wvas having a problem wie!l
recall, I den't know. But if vou go back and lcok a*
the testizony he says, "I think I may have. I'x nct
sure. I probalbly 4id.”

¥P, CASE: But there were tvo sutjects there.
He vas trying to say that he had said it refcre and

that'’s wvhere he hesitated 2 lot. I believe I think I

ALDERSCN REPORTING COMPANY. NC.
400 VIRGINIA AVE.. S W . WASHINGTCN 2.C. 20024 (202) 554-2348
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mentioned 164, I°'m not sure. I woulld have to look at
my transcript.

And all that hesitation deals with whether he
sentioned it in his previous transcript.

CHAIRMAN PALLADINC: What page? 15u4?

MR. FAULXENSERRY: 164,

¥R, CAST¢ I think I probably menticned it to
¥r. Brand, though at the time, you kncw, there was an
in-house report without any significance.

MR. FAULKENEERRY: Actually it starts oz the
very last line of 163 and then extends over tc 16& and
165.

¥R, CASE: It seems to me that Rocca was
concerned that he hadrn't in £icst testimony mentioned
this, so that's where he stutters and stammers gquite a2
bit.

COMMISSIONER GILINSKY: I got the iagression
that he thought h2 hain‘'t mentioned it at the lunch
dreak.

¥R, FAULXKENRERRY: Curing his first testimony,
¥r. Rocca stated that 710, he had not 2iscussed it with
¥r, 2rand, at the lunch break, that he had conly
discussed his concern about Norton's statement that Re
would supply the reports to us pricr %o PGEE.

Vow we hroucght ®ccca back adcut several days

ALDERSON REPCRTING COMPANY, INC.
400 VIRGINIA AVE., S ' WASHINGTCN. D C 20024 (202) 584-2345
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after that for a reinterview, and then this is wvhere he
came in with the statement =--

MR. CASE: You confronted him with the fact
that Tressler said --

MR. FAULXENBEPRY: That's correct.

¥R, ZINGLEKEZN: TIssue 11 was the existence of
Cloud draft reports discussed by ?GELE representatives.

COMMISSIONEE AHEARNE: GEefore you £inish 10,
could you say a fev words abdouat Hoch, wheo was the other
person who felt that these statements wvere mislexding?

MR. FAULKENBERRY: Okay. That was John Hoch.
In John Hech's interview, of course, if you read it, he
goes on several pages, dut lasically Hoch says I don't
knovw. Fe said, "I have tried to reccllect why I didn't
bring it to ¥r. Norton's attention.” 82ut he sald,
really, "I don't k;ow."

Hoch did pick up ancther statement that Norten
made at the meetiny, that Clecud had never worked for
PGEE before. At the luach Preak Hoch specifically
contacted Norton and made hinm avare of that particular
statement.

“hen ve asked him, "Why didn't you make hia

.

N
(Y
]
9
o

[

avare of the cther statement,” he said, "I reesl
know." e said, "% I'd thought about it I would have,"

buat he saisi, *T 4idn‘*t, sn?t I really don't knovw,”

ALDERSCN ESORTING SOMPANY INC,
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COMMISSIONER B2ADFORD: Did Norton then
correct the other one?

MR. FAULKENBER®Y: Yes, he 2id.

MR. INGLEKEY: Was tho existence of the Cloud
draft report discussed by PGET representatives at the
Yovemter 3 2GLZ pre-meetinss or at the lunch breat on
November 37

Nine persons who attended the pre-meetings and
who vere at the lunch break gave sworn testimony they
did not hear at the pre-meetings or during the lunch
break any iiscussion regarding the existence of a Cloud
draft report.

CHAIRMAY PALLADIYQO: You said nine?

MR, ENGLEXKEN: Nine. The only discussicn
anyone heard that related to the Cloud draft reports was
the questisn hy ¥r. ¥orston asking is the report done cor
do ve have the report yet, meaning the report that wvas
going to the V3C. Scmeone in turn ansvered that It
vould de ready in a veek or tuwo.

r. Rocca of PGEE discussed with Yz, Tressle:
of 2GS on the airplane flight home £from the Vovezler 2
meetine Yr., Vorten's statement that PGEEZ did not have
Dr. Cloud's report. Y¥r. Tressler said he told ¥r. Tocca
dyring the conversation on the flight home that he did

no+s feal VYr. Vorson's staitanent vas nisleadiag tc the

ALDERSON REPCRTING COMPANY INC,
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¥r. Rocca stated that after the conversation
vith Mr. Tressler he 34i2 not have further conversations
vith anyones else regarding Yr. Nortecn's statement that
PGLE ¢id not have Dr. Cloud's ceport.

COMMISSICNER AHEARNE: In your interviews with
Rocca, is he not the individual whc seened surprised at
the question of should they volunteer information ¢2 the
NRC that the MFC hadn't asked for?

¥R, FAULXENBERRY: As I recall, that's cocrect.

CONMMISSICNER AEEARNE: And his attitude vas if
ve haven't asked for it, why should they tell us?

¥R, FAULKENBER2Y: Well, yes, I have to say
that's true. I think if you lcok at his testiacny a
little bit closer T think he indicated he vas trying to
think in teras 5f the legal requirements for reperting
to the NXC. That vas going through his aind and he
brought that out a little >it,

So whether that was his confusion or not, I
don't knecw, but he did make those tyre statements.

COMYISSIONER AKEARNZ: Just one other Juestion
on issue 11, It's really trcivial.

You sa2ii nine. The report says ten, and there
arte ten nanes.

¥R. FAULXEN

-
-

]

‘o

s en is the correct numler.

ALCERSON REPCATING COMPANY. INC,
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COMMISSICHNER 3BADFCPD: 3Sefore you go off of
this general subject, there isn't Juite an issue framed
-- gimply, vags the N2C mislead -~ as its starting
point. Now how did you go about estadblishing that? Do
you have %2, at some point, interview Harold and *%he
other top YRC Staff that vas there?

It seems to ne the ultinmate conclusion whether
or not the NRC was mislead shouldn't rest with PGEE,

MR, ENGLEXEN: I think wve 2re starting cut
with the general agreezent that the N?C vas nislead.
¥r. Dircks indicates that in his letter, which is a
satter of public record.

COMMISSIONER 3RADFORD: Let's see. And then
have any one of theose who were at the meeting and who
vare mislead indicated which statements they felt wvere
part of or contriduted to deing misleal?

¥R. ENGLEKEN: NEC persons?

CONMISSICONER B2RAPFCRD: VYes.

MR. ZNGLEKEN: 9Je have nct discussed this with
N3Z persons. we did not interview NRC gpecple.

I think there was general agreement that the
N3C was mislead at the maetinz, and ve didn't take sworn
testimony from any NRC geople. There were discussicens,
of course.

SA¥VYTIISIONER 3RADFORD: Well, I guess what I'n

ALDEASCON REPORTING COMPANY NC,
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after is at soze peint when you start talking about
vhether particular statements wvare matarial you get into
whether or not they vwere in fact relied upon by those at
the meetin; in arcciviang at judgments about what they
vere being toléd.

¥R, ENGLEXEN: I raised the guestion would ve
have done anything different 1f we Kknew they vere draft
ceports, and the response I got £froam people in ¥RP vas
that yes, ve would have asked for cogpies of the draft.

CHAIERMAR PALLADISO: Are you sugyesting that
ve need that testimony?

COMMISSICRER BRACFORD: Well, I'm not sure,
but when one starts dreaking this whole issue of a false
statezent down into just which statements were in fact
== (a) whizh veres false and (b) which were material, at
some point ycu have to, I would think, make sonme
assessment of any given statement's contriduytion to the
misleading of the NRC.

COMMTYSSIONER AHEARNE: I guess I haven't yet
reached the conclusion of what is the -- if it vas not
on their side a knowing amisleading. I haven't yet
reached the point o0f vhat formal reporting reguircement
they were under which would then lead to the material
false statament.

CONMVISSIONED BRACECED: Well, I an leaping

ALDERSON REPORTING CCMPANY. NC.
400 VIRGINIA AVE, S W, WASHINGTCN. S C. 20024 202) 584-2248
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over tha*t in she sense that I don't have any difficcley
with the knowing, at least on FGEE's general part,
leaving aside the guesticn of individual relationships
to particular relationshizs and degree of Xnowledge.

It seems to me if you take PGEZ as a corporate
entity, %hay havse the xnowledje and they nade the full
statement.

MR, INGLEXEN; I am not avare of any
requirenent, any SRC regquirement, that they infora us of
the existence of draft reports. I just don't belleve
there are any. Certainly none have been identified to
us.

COMVMISSIONER BRADFORD:s Zxcept that conce a
representative of the company leads us to delieve that
there are in fact no d4raf+t regorts, then they are under
a 4uty to 41isclose it.

YR. SNGLEKEN: VYes, that's 2 different

jJuastion.

CHAIS¥AN PALLADIY¥C: Are you through with
issue 112

$43. ZINGLZXEN: Yes.

CHAIRMAN PALLADINC: Well, maybe this is 2
good time to Sreax for lunch and then resume at 13485,

So we will be in recess.

(Whereipgon, at 12105 o'clock p.2., the neeting
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AFTEINCON SESSION
(2:00 pem.)

CHAIRMAN PALLADINC: We will resure our
earlier mesting.

(Slide presentation continued.)

4R. ENGLEXKEN: ¥r. Chairman, I would now liRke
to Aiscuss independency and other concerns as described
in our report. Independency is related to Cloud's
seismic reverification review. It was not 2 specific
point of discussion Petween PSEZ and the NREC at the
Octorer 9th meeting between PGELE and MRC.

In the 1iscussions the word "independent”™ was
spoken o~ly once and was used by Dr. Cloud when he
stated the title of cne of his presentation slides,
“Thdependant Assessment of Safety-Selated Design “heets.”

The tera “"independent agdit” vas first used 2t
the Octaber 3 neetins in the 2iscussions that occurred
betveen the NEC and ¥r. David Fleishacker, attorney fcr
the intervenors, <hen Y¥r. Tleishacker stated "I would
like to reguest that the staff recommend an inderendent
aydit of the seismic reanalysis.”

In respanse to Yr. Fleishacker's statenent “r.
Denton of the R(RC stated "I think ve 2re getting an
infepeniens audis. I assume ve are jetting an

indegendent audit threough the work that Pe. Clagd is

ALDERSON REPORTING COMPANY. INC.
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doing. That is one reason I wanted the reverification
prograz plans submitted so we can lock at it in advance
to see 1£f ve think it is really adeguate.”

The indi2peniancy issue as related tc the Cloud
seiszic reverification work was addressed at the
Novemler 3rd meeting in the discussions that occurred
betveen PGLE and N3C representatives.

¥Yr. Maneatis stated that Pr. Cloud had leen
retained by PGELE to dc an independent and in-depth
creverification progran. Yr. Norton stated that he wvas a
little bit concerned that suddenly guestions vere teing
raised about the indegendence of the reviev. He said
"There i{s no reason to believe that the reviewv is nct
independent.”

The meaning of independency was not defined at
the Novender 3rd meeting other than through the
stétenents made by ¥r. Denton. !t.-Denéon stated one
meaning of the wvord "independent™ £for me as independent
of the people who 1id the original work. ¥r. Denten
again addressed the meanins of independent and stated "I
guess *ust to reiteratea my view of independence weculd
mean as a alaiz2um you are not raviewing the work wich
which ycu are associated.”

or. Clo in his svern testimony said he had

e
“a

aot heen aivisad by the VRC ner- 2GLZ 23s to how to handle

ALDERSON REPCORTING COMPANY. NC,
400 VIRGINIA AVE SN, NASHINGTCN, 2 C. 20024 202) 354-2348
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PGEE and the Y¥3C. This concerna vas addressed thrcocughout
the course 92f the investigation and was incorpcrated
into the interviews of various PGEF personnel.

Issues 12 through 14 are apslicadle tec tie
discussions at the Cctchber Sth and Ncvember 3rd meetings
focused on independency, the contract document of
Decenter 1 re3uesting Cloud tc perfora work for PGLE and
possible policies or procedures within PGELE that could
restcict the free flow of information betwsen PGEZ and
the NERC.

These issues are as follous:

Issue 12: What is the basis for the NREC
expectation that Dr. Cloud's vork and £indings should be
independent?

Statements made by PGEE representatives at the
Novemter 3rd meeting, as shown in the transcript -=--

COMMISSIONE? AHEARNE: ESxcuse me, 8¢bd. In
that Issue 1. questicn are you asking what is the lasis
that they should de or that they would be?

MR.

"

NGLEXEN: What is the basis for the

expectation.

1

»
v
vl

~n
»u!ﬁ‘

-
™
™

IONEF AHEASNE: 3ut that would then e

a Juestion to the VRC, why should they de independent.

.

“R. ENGLEKEN: Hdell, "would %»e” I guess would

he a better word, ves. ~rfeally the meanins would e

ALDERSCON SEPCRTING TCTMPANY INC,

400 VIRGINIA AVE, S W, NASHINGTCN. 2. C 20024 202) 554-2348
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conveyed.

Statements made by PGEZ representatives at the
Novemler 3ri meeting, as shown in the transcrigt =f the
meeting shov that PGEE told the NRC that Cr. Cloud was
performing an independent investigaticn or reviev.

“r. Maneatis states that Dr. Cloud has leen
retained by PGLEZ to do an jindependent and in-degpth
reverification pragram. ¥r. Norton states that there is
no reason for the NRC to believe that 2r. Cloud's review
has not seen independent.

As discussed earlier, independency was not
defined at the November 3 neeting except fcr the
statements sade by “r. Denton.

Alsc, as discussed earlier, independency was
not a subject of discussion between FGEE and NEC at the
October 2th meeting and 4id not become a2 subjact of
discussion until Yovember 3rzd.

Issue 13: Arce there any policies within PGEES
vritten or otherwise regarding not previding informaticn
to the N3C unless specifically asked for »y the NPC?

Eisht employees, including four senior level
management perssnnel stated there ace no such pelicles
ar procedures in axistence with PGELE.

COMMISSICNER BSRACFCEDC: @hen I read those

questions, and I haven't cead all of then sco I mavy have

ALCERSON REPCRTING TOMPANY NC,

400 VIRGINIA AVE. 3 W WASRINGTON, 2.C. 20024 202) 384-2345
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missed it, but the ones that I read were asked in the
form is there a PGEE pelicy against providing
inforaation tc tha NE2C unless asked for.

Were any of the FGLT employees asked in more
general terms what the pclicy was on providing
information?

MR, FAULXENBERFY: Yas, ther2 vas ona emplovee
that expanded on that somewhat. 3ut the only thing he
really came up with vas the emgloyee handbock tyge of
information or other statezeats, you %now, that you will
provide and you will not withhold information.

cHAIRMAN PALLADINO: Will provide what?

¥R, FAULKENBERPY: That you will provide
information and that you will not withhold inforaation,
you will be factual, tell the truth, ot cetera. It is
more the standard boile;plate information you €ind in
the employee handZooks.

¥R. TNGLEXKEN: Cne employee alsc I delieve
referred to the kind 5f standard advice ycu get in 2
£ormal hearing by 2an attorney w<hen he says ansver the
Questicn and ycu simply ansver the Juestion and he asks
hiz 4on't g0 teyond that, One employee did azenticn that
kind of counsel.

Issue 14; What is the relationshiz of the

contcact terms as contzainel in the Ceceader 1 coatrace

ALCERSON REPCRTING CCMPANY NC.
400 VIRGINIA AVE, 3 W, NASHINGTON, 2 C. 20024 202) 554-2245
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with P. L. Cloud in the perfornance ¢f the Dr. Clcud as
an indepenient contrac:ar?

The written contract does not address the
independence of the contractor in any serse cf the
meaning that is the concern of this special
investigation.

The remaining two issues, Ncs. 15 and 1%, are
related specifically to the changes that were made to
the Cloud reports as a result cf PGELE comments. They
vill b>e deaxlt with spacifically ia Phase II of the
investigation.

Those issues arce 15 and 16.

Namely, 15 is: Did any PGEE either oral or
vcitten comments result in any unjustified changes in
Pr. Cloud’'s finiiags contained in the Voveader 12th
dzaft report submitted to the “3iC?

1€; What were the Dases for substantive
changes, if any, made in Cr. Cloud's earlier draft
ragorts?

Preliminary investigation into these Issues

indicated that a substantial amount of additiocnal review

by three parcties, NFC, PGEZ and Cloud Associates, was
required to adeguately investigate the issues. It was
therefore 1eciied that these issues weuld e handled in

a separate phase of the investigation. That phase is

ALDERSON REPORTING SCMPANY NC.

400 VIRGINIA AVE. 3 A, WASHINGTCN 2.C 20024 202) 334-2348
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undecvay at the present tinme and should be completed
within the next tvo or thr2e veeks, early February.

We have a target date of Fekbruary 1st.

Bobby, d¢ you think ve can nake that?

MR, FAULXEN3ERRY: Yes. 3i3ht nov that lcoks
gcod. We should have the report finished by Februacy
1st.

CHAIRMAY PALLADINO: I was thinking we wil
wan* to schedule a meetine on it and I should have sone
idea as to when we amight be alle to do so.

MR, ENGLEXKEN: 1It® is a little difficult to
predict with a great deal of accuracy because in the
Cloud report that we got back from him requesting
tnformation concerning the handling of the coanents
there 2re 2 number of references to logs and files cf
his and ve dorn't have too 300d 2 feeling a2t this
particular time as to how ruch effort will te inveclved
ia our reviaw of those logs and files.

“e have asked for and gctten additional help
¢rom NRR who will de participating in this investigatiocn
vith us out there. Sc I ¢hin< we will make the Februarcy
1 target.

CHAIZMAY PALLADIYO: Could you ta.l us how
that investigation is proceeding? What s the format

and who is 3oing 2o do what?

ALDERSCON REPORTING COMPANY NC,
400 VIRGINIA AVE., S W, WASHINGTCON, O C. 20024 (202) 254-2348
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MB, ENGLEXEN: &e will be visiting the Cloud

"

office aloag with his report which ilentifies all of the
comnents zade anc then refers to secticns of his files
and legs where the justification for the changes that
vere rade base” on those comments are contained. We
will be reviewins his files to see whetner the actions
taken Hy him in response tec the comments are Justified.

CHAIEMAN PALLADINC: You are not 3oing to ask
hin to provide what changes he nale?

MR. ENGLEXEN: We have done that, yes, and he
has identified th2 changes.

CHAIS¥AN PALLADINO: VYou mean he has geone

through tha ceaport paje dy page and identiflied the

changes?
YR, ENGLEXEN;: We rasically asked both PGEE
and Cloud to provide us with all of the informaticn

necessary for us to revievw the comments and see vhat
changes were made as a result of the ccaments, “ho made
the coaments and what chanjes were made and then tc
identify where tha supporting information is in the
£iles to support the Justification for those changes.

CHAIRYAN PALLADIVOs Ycu are not going tc ask
him tc explain why he made a particular change?

MR, DIRTYS; We will Dlde, Yes.

CEAIERMAN PALLADINO: So he is going through

ALCERSON REPCRTING CTMPANY NC

) VIRGINIA AVE, S W . WASHINGTON D C 20024 202) 554-2245
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vage by page. wWhan he

e

2 ies an item ¢that vas

-

ve the reason for it; is +hat

b

changed he is ¢o2iag to g
cioht?

ZR. ENGLEK

t

N3 I€ this will help, I will read

r4

a letter that sent to Pacific Gas and Electric Company

on CTecember the 3Cth.

It 1s addressed tc PGLE, attention of Yr.
Philip Crane, Assistant General Counsel, Z2ated lecenmder
30.

It sayss "4ith respect to N¥°C's coantinuing
investigation of the Dr. R. L. Cloud matter please
direct Ur. Cloud to provide under cath or affirmation
the following information 4irectly to this cffice with a
copy to the Pacific Gas and Electric Company:

"(Ak) A compilation of all written and known
oral coanents related to the four draft repcrts from P.
L. Cloud Associatas that vere submittei %o FGELE on
Octcber 21 and 26, November § and November 12, 19E1,

®"(3) For each conmzent identify the draft
ceport, the page nuadber, the seccend number and vhether
the comment was made by a FGELE emplcyse cr an emplovyee
of 2r. Cloude. If the conmment was made 2y an eamplovee of
Pre. Cloud identify the eaplcyee 5y nane.

“For purposes of these resgonses please

-4

fiientify the draft dated Zctceher ' as draf: cone, the

ALDESSON REPCATING COMPANY. NC

400 VIRGINIA AVE, 3N, NASHINGTCN 3.C 2002¢ 202) 554-234%
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draft dated Cctoter 25 as draft two, the draft dated
Noventer 5 as Zraft three and the draft dated Vovenmber
12 as draft fcur.

*(C) For each comment indicate vhether cor
not the comment rzesulted in a revision of the material
be.ng commented oOn.

"(D) For each comment for which a change was
made provide an explanation as to why the change was

made.

*(E) For each comment that resulted in a
change identify the lcg or other dccument which
substantiates the explanation.

“Dr. Clocd should de instructed that neither
Dr. Cloud nor any of his emplcyees should discuss any of
the cesponses or any drafts thereof with PGEE employees
or seex any other informaticn from PGEZ employvees in
preparing the adove information.

“Part 2. Please provide under cath or
affirmation the following information to this office:

“Identify all persons, PGELE, Westinghouse and
so forzth, with spacific names who were provided cogles

e Le Cloud Associates

bl

of the four draft reports fconm
and identify +the draft aumier of each such document.
"For purposes of these responses please

identify the dzaft dated 7ctober 21 as 4raft one, <he

ALDERSCN REPCRTING COMPANY. NC,
400 VIRGINIA AVE, S W, WASHINGTCN, D.C. 20024 (202) 554-2345
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drafted dated Cctober 26 as draft two, the draft dated
Novemter } as draft three and the draft dated Novenmder
12 as draft four.

"(B) Tdentify all persons and parties, other
than eamployees of Dr., Cloud, who made either cral or
vritten comnents on such documents and list each
comment, the commenter, the draft number, the page
number and the section of each dccument.

*(C) Identify which of these cormments vere
forwarded to Pr. Cloud.

"(D) For each ccament traansmittal tc Nz,
Cloud identify how and through whom, r. Rocca or
otherwise, the comnment was sudritted to Dr. Cloud.

"The rasponses c¢ these requests should e
submitted dy Januacy 15, 1981,

“If you or Pr. Cloud have any guesticns
concerning this reguest please contact my ocffice
directly. Please 'e advised that the information
rejuested above § ., in addition to that reguested c¢f you
in ay letter dated December 23, 1921.,"

I aight add that ve have received resgcnses
£zom both PGEE and freom Cloud. We have not had an
opportunity really to reviev them yet. They just wvere
teceived wvithin the last 4ay or two and ve ver+ dusy

vorking on this reporct.

ALDERSON SEPCR NG COMPANY NC.
400 VIRGINIA AVE, S W . WASHINGTON, 2 C 20024 202) $54-2345
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CHAZRMYAN PALLADINC: So now you are geing to
visit and go over the itemrc that are covered. “ho are

you going to visit, Clcud?

¥R. ENGLEKZN: Wa will visit both PGEE and
Cloud.

CHAIRYAN PALLADINC: Wwhat are you cciag to do
in the visit?

¥R, ENGLZKEZN: There are a numbter of
references to Aocuments that support the changes that
vere made and that will be the pricipal effort. I
presume we will also talk to peojple and get their vieus
as to why certain changes were 22a'e.

CHAIRNAN PALLADINO: Then will all the
information that they submit, plus whatever results from
your meeting, will that be all part of the second report?

¥GLESKEN: That will de in the second

()

¥R.

™

regort, the Phase II report, yes, sir.
CHATIRMAN PALLADING: Do you have any guestions?
COMVISSIONER ARTARNE: (Nodding negatively.)
CHAIRXAX PALIADINCs 2ll richt. Do you have
soce, 3¢cb?
¥R, ENGLEXEN: Ye¢, sir, that ccampletes the
presentation.
CHAZRIYAN PALLADIVC: All right., ©We are cpen

to questions and comlents.

ALDERSCON REPCRTING CCMPANY NC

400 VIRGINIA AVE. S W, NASHINGTCON, O.C 20024 (202) 384-2348
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COMMISSIONEE AHZARNE: There are several
slides ir the back., Are you going to get to those or is
that not part of the presentation?

¥YR. ENGLEKEN: Those are not part cf the
presentation. They wvere discussicn items that in the
even that subject came up ve were preyared to use these
are notes.

CHAIRMAN PALLADPINO: I didn't see thcse. Do
these nean ycu have some further remarks?

MR. ENGLEXKEN: They vere my personal notes.

COMMISSIONER GILINSKY: What, at the back?

CHAIRMAN PALLADINC: Yes. I didn't see then.

Well, let's see if there are any general
questions., I would suggest then that we do go to any
cteconmendations or observations that you wish to make.

Are there any gquestions generally before we
get into that?

(No response.)

MR. PeYOUNG: The point that we night clear up
nov is when do ve release this report?

CEAIRYANY PALLADINO: I have that written in
big letters, when do we release the report.

¥R. CeYCUNG: We suggest nov.

CHAISNAN PALLADINO: John, 40 you have any

conmeats?

ALDERSCN REPCRTING CCMPANY. INC,

400 VIRGINIA AVE, S W. WASHINGTON. D.C. 20024 (202) 554-2345
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COMMISSIONE® AHTAZNI:; I guess befcre I
coament ca that I would to understand where ILE cones
out so far on the juestion of wvhethar there has been a
viclation and, if so, of what and what would their
recommendation te.

MR, DIRZXS: “han you talk about in the
technical sense wvha*t the violation would e.

SR, DeYJUNG: We have concluded within the
Office of ILE that there was a violation and the
violation is that a material false statement 2id occur.
We have several points that led tc that. If ycu want me
to, I can read those points.

No. 1, NRC was under the impression that there
vere nc drafts of the ®. L. Cloud report prior to that
that was submitted to the ¥RC on November the 18th,

No. 2, if NPC had deen awvare that a draft
existed NRC wvculd have investigated further. 1s 2
minimua it weould likely have asked for copies cf those
irafts.

No. 3, PGLE cfficials knew of the existence of

"

previous drafts.

No. 4, PGEE officials knew incorrect
information was given to HEFC.

No. S, other managers of PGEZ, cnce infcraed

2% the existence 2% the drafsts, stated that inccrrect

ALCERSCN IEPCRTING CCOMPANY INC.

400 VIRGINIA AVE. S &, WASKINGTON, O C. 20024 (202) 354-2345
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information had been given to NRC on November 2:d.

No. &, NEC vas not informed by FGLE of the
existence of the drafts until December the 1st, 1261, 28
4ays after the November 3rd meeting.

CHAIRMAN PALLACIVCs: Say that last cne again.

¥YR. PeYJUNGs: NRC was nct informed ty PGE

cf
the existence of the drafts until Decemter 1st, 19281, 28
days after the November 3r4 meeting.

COM¥ISSICNER GILINSKY: When did ve get the
ceport from the Congress that there had been other
drafts?

¥R, ENGLEKEN: VYr. Udall first said there vas

COMMISSIONER GILINSKY: When was that?

MR. ENGLEKEY: Decemder 1.

COMMISSIONER GILINSKY: And you saild ycu
dida‘t hear frca the ccampany uatil December 1?

CHAIRMAN PALLADINC: Firzst I thought you said
the 14th, to tell you the truth.

COMMISSIOYER BRADFORD: I think the point is
ve told them rather than they telling us.

CHAIPMAN PALLADINC: Excuse te. Tom had a
question.

COMMISSICONER RCBZSTS:s Would you read Vo. 2

again, please.

ALDERSON REPCRTING COMPANY INC.
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¥P, DeYOUNG: If NRC had been 2vare that 2
draft existed YRC would have investigated further. 2s a
minimum it would likely have asked for coplies of those
drafts.

COMMISSIONER RC3EZSTS: I am not sure I agree
vith the appropriateness cf that. 7That is ay ocwn
personal cpinion. In fact, I disagree with that,

YR, DeYOUNG: 4We vere under the impression
that no drafts 4id exist.

COMYISSIONER GILINSKY: Wait a minute, Ton.
When you say the appropriaceness, you disagree that that
is what NRC would have done or you disagree that it is

relevant?

COMMISSIONEE ROEERTS: I don‘'t think had the
NRC known 2f a draft that it woculd te reascnable for the
staff to ask for the draft. They are preparing a
document. We have all I think conceZed that it is
certainly proper for :he person teing audited toc make
comment on tha work as it is in precgress.

COMMISSICNER GILINSKY:; 3Sut they 2are telling
you they would have ask~d for it.

COMYISSIONER RCBERTS: I think procedurally
that would have bdeen improper. A different pcint of

view. Sorry.

ALDERSON REPCATING CCMPANY. NC.
400 VIRGINIA AVE. 3. W, WASHINGTON, 3.C. 20024 202) 384-2245
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COMMISSIONER EROBFRTS: Vlowv walit a minute, you
have generally done that, I get the impressiocon that the
NEC docesn't have any great wealth and backgrocnd and
experience in auditing or reviewing an audit such as
this.

CONYTSSICYER GILINSXY:s I think what if at
issue here is the materiality vhich I gather is what you
are adiressing. When you say material false statement,
there are tve tests: Cne, is it material and, two, 1is
it false. False I thiok we understand, Yaterial means
you would have taken it inteo account. This goes to the
questiocn of wvhether or not it would have been taken into
acceunt.

CHAIPRMAN PALLADINC: And in what wvay.

¥Re DeYOUNG: I aight give you my personal
vievs that I see nothing wrong with them having drafe
reports, but I think it should have been done the vay
the GAQ does it, for exanple. Here is ocur report. You
cotment on it. You know, you may make all the comments
you wish on it, Put that is a public dccument, It is
free and everycne knows that 1%t is there.

COMNISSICNER AHEZASRNE: VNo.

COMMTISSIOVER ROEZETS: I am not persuaded that
is ccrrece.

CONMISSIONER AHTARNE: The GAC drzaft Lf not a

ALCERSON REPCRTING COMPANY NC,
400 VIRGINIA AVE, S & WASHINGTON. D C 20024 202) 554-2248
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public docurent.

YR, DeYOUNG:s Public to us. 2t the end
Congress w#ill see the comments, the changes and so on.

COMYISSIONER ARHEARSE: No.

COYMISSIONER ROBZIRTSs: I have a guestion for
Jim Cumminys. If you wvere conducting an investigation
of any office, whatever, would you shov the Commissiorn,
these five seats, the working papers that were commanted
on by the person you are auditing; a 2drafe?

Mi., CU¥YMINGS: I think we make a distinction
betwWween an investigation and an audit. If ve vere doing
an audit we would normally send the draft to the ETO,
get his comments, incorporate it and cend it back in to
the Commission.

If there vere substantial changes tO our
report between the draft and the final we wvould sccount
for these changes in the transmittal letter that ve
vould send to the Commission.

COMNISSIONKER ANEARNE: Even if there were
minor changes?

¥R, CUNYINGS: I den't kncw vhere exactly ycu
vould drav that line.

CON¥ISSIONER GILINSXI: t seems tC me that {t
i{s not even essential that the staff would have asked

for the 4Accument. The guestion is would it have Corne

ALDERSON REPCATNG COMPANY NC.
400 VIRGINIA AVE, S N . NASKINGTON, 2 C 20024 202) 5%24-2248
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on any staff Judgzent ani it certainly would Rave
affected your notion of what the relationship with Cloud
vas to PGEE., The only questicn hece is the materiaslicy
of the documents in gquestion.

¥R. DENTON: I would have followved up on it
certanly 1f I had been told there were 2ocCurents lecause
by that time the Chairman had received the letter fron
the Gevernor raising guestions of the credibility and
the independence ¢ Cloud. 1In fact, the letter that
came in on October 30th, for example, said that the
Governor believed that the public would not bdelieve the
results of any audit performed by PGELF or the N®C.

{ had spend several hours on the phone by the
tizse vith Herd 2rown, the Governor's cepresentative. So
I vas somavwhat sensitized <o the need to be sure this
audit vas independent, That is why I conclude Lf I had
been told that there waere drafts around ve would have

asked to have seen the copies.

-

I would have expected drafts to occur and
think it is norzal dusiness practice. I think that is
vhat led 2@ to say how will you transamit the 4draft?
Will ycu put your ccament on the draft or will you send
your comaents >ack? I have nd> problem either wich
drafts being exchanged between pacrties provided that it

vas donre in a manner that all people c~2uld see it,

ALOERSCN REPCRTING COMPANY. NC,
40C VIRGINIA AVE, S &, NASHINGTON, 3.C. 20024 202) 534-2248
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There was no hint cf editorial control deing exercised.

COMMISSIONER BRADFCRC: This isn't of course
just a case in vhich the abstract methcd of practice is
at issue. If you take the hypothetical involving Jina
Cummings and add as an ingredient that Jim had co-ve
before the Commission and said this is a completely
independent revievw and I 22 not showing any cogles %o
that office and then later discovered that one of his
subordinates had in fact shown a copy to that cffice I
voul” certainly expect hia to make that known to us even
if the Commissicn would not have objected to that
practice in the first place.

COMMISSICNER AHZABNE: True, but they didn'e
say that they had not shown any copies.

COYMISSIONER SRADFORD: Well, Norton at least
did.

CO¥YISSIONER AHZARNE: VNo, ¥erton made an
offer.

COMMISSIOVER GILINSKYs:s Norton said they did
not have to report.

COMNMISSIONER AHZARINE: ™hey 2id nct have 0
report, that is zight,

CONYISSIONZER GILINSKY: Which he said includaed
drafcs.

CHAZIA¥AY PALLADIYC: %“hat decision weuld have

400 VRGINIA AVE. S W, WASHINGTON O C 20024 202) 554-2345
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been affected had you know that the drafts existed?

YR, DENTON: I think if we had known at that
meeting that the whole course fror here ocut weculd have
been different and wve wculd have askaed for coples.

¥R, DIRCYXS: I shink you were looking tc see
vhather it was gcing tc be a tainted report. You wvere
looking for something of a paper trall.

¥R, CENTON: We were lookina for the decree of
independence. We vere worryiag about other factors than
independence 2t the tine, the anmcunt of work that he 2ay
be doing and these kinds of things. 2ut it vas assumed
at that me2ting that certainly there vas no editorial
control going on.

I ¢think Dr. Cloud had the first opgortunity to
cizht the situatisn vhen Vorton turned to him and as.ied
hin when would the report e availadle. If he had said
then well, I have provided several drafts already prior
to this meeting and ve expect to have the final, I think
ve vould have said ve would like to see coples of these
drafts and the comments made on them aand it would have
become a zinor issue. In the reviev everycne would have
accepted that vhat had occurced prior %o the meeting vas
correctly represented and ve would have followed the
development cf the final.

CHRAIRYAN PALLADINO: weuld have £followed

"~
o
“

ALDERSCN SERPCRTING COMPANY NC.
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¥YR. DENTON: We would have followved then the
development cf Cloud's £inal report and see what he d4did
with comaents that tha company nade. I think it wculd
have gone differently. The report aight not have
change?, and T think that is the second jhase cf vhat we
are trying to determine, 2i4 the report really change
editorially as a recsult of Cloud's ccocmments cr not.

CHAIRMAN PALLADINO: That result has Peen a
delay in getting to the guesticn you would have asked
because we are asking that gquestion nocvw and ve are
investigating it.

¥R, DENTON: In fact, it has diverted the
resources fror following what Cloud's reviewv is doing
technically iato 2oing the kind of coamgiling cf
inforzation “e have gotten. So we are a long ways from
Being up to> speed on what the Cloud technical repcrt s
going to shov.

COMYISSIONES R203ERTS: wWouldn't the staff
monitoriny all these drafts and the comments e
analogous to grading the exam defore the student has
tucned it in?

YR, DENTON: I think in 2 normal case wheTe 2

. a

gtility hires a consultant say to 4o the geological éerk

(%%

gor “hem 7o den't lock gpon that in the same way as

ALDERSCN REPCATING CCMPANY INC.
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here. I think this was kind of an outside repcrt cacd,
sort of a CP2 audit. The books werae in and the design
vas in and the bis focus 2% issue vas the credidilicty of
this outside reviev and would it substitute.

e were deina pushed Ly some parties to maybe
fund such & revievw ourselves. The vhole focus at this
tine w¥as hoy independent was CTloud's repert. I think if
people itad volunteered that there vere drafts around and
had providad them the issue would have become a small
one.

CHAIRMAN PALLADINC: The materiality then has
to do wvith having done sccner what ve are trying te do
nov. It would have also rasulted in redirecticon of some
of your attention from the procedural matters to the
more technical matters. I am Jjust trying to understand,

MR, DENTON: Well, let's taxke the extrere.
Suppcse we never found out that there vere drafts and
that there were major changes that had been zade in the
reporct decause of the editorial nature and ultimately ve
aight have reached the wrong conclusion I think would e
the extreme case that ve are tIying to protect against.

CO¥MISSIONE? AHEARNE: How about on the ctler
side if there were no material changes nada?

Y8, DENTCN:; If there were really nc material

changes then the net effect of this weculd te ve voul

ALDERSCN IEPCATING COMPANY NC.
400 VIRGINIA AVE_ S W, WASHINGTGN, D C. 20024 202) 534-2248
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have gotten the sane finding.

DENTON: All along it has been doth the

*R.

The bi3 issue the

appeaczance and the sublstance here.
Conmission fazed wvhen it got into thing, first of all,
vas hov iniependent was going to be an independent audit.
I think what ve have been £inding out was what
ve were very much afraid of which was that we didn't
have an independent audit.
COMNISSIONER AHETIARNEZ: PBill, wher you say ve
£ind out we didn't have any independent audit, so far
the only proposed definiticn of independence has teen
Harold's.
CONYISSIONER RORERTS; You are prejudging that.
YR. DENTOY: Llet's strip avay a lect of this
stuff. we had a person that was brought on., Fe wvas
already drought on uider a charge that he was deeply
enbedded already with the company. We vere concerned
that the work he was going to do was coing to reflect
his weck not subjected to the editcrial revision of the
¢ira in gquestion.
Then we £ind out that his reports that he had
been preparing that we 4id not know abcut had indeed
been circulating throush the company %t jet the
senefit. I don't know whather it is edlitorial or

faceual or not. Syt if shey had said that this had Deen

ALDERSON REPCRTING COMPANY INC.
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happening at the time of the Ncveamlter 2rd meeting I
think we would have had a non-issue. We wvould have said
fine, ok2y. 'We would like to see these drafts Just to
assure curselves that indeed there vere not going to de
substantive changes made in this report tased on sonme
pressure from the company.

COMMISSIONER GILINSKY: You might alsc have
changed the rtules for how they are handled. You might
have said how 2id you handle them precisely? What is
done is 2one. Would you in the future keep a detallad
record of this or that. Three days after the meeting
they circulated another 2raft. We amight have said okay
you can do that dut do it in a cectaln wvay.

I Just find it inconcelivable that 1€ they had
told us there were such drafts that ve would have just
taken adsolutely no neotice of it and gone on to the next
subject.

CHAISMAN PALLADINOs But you said that 1f you
had known adout drafts you wculd have expected they
vould have showvn them to you.

¥R. JIRCXS: We vecy probably woulld have asted
then,

CHAISYAN PALLADIYS: PRut now Harold saild that
he wouldn't have Seen surprised if there had Leen

Adrafes. As a matter O0f fact he asked a guestion aldcus

ALDERSON IEPCATING CCMPANY. NC.
400 NRGINIA AVE, S W, WASKINGTCON. D.C. 20024 202) 554-2345
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them.

¥R, DENTON: I think in the context of the
meeting it had deen projected that what ve were hearing
vas teing hearzd fo:r the first time. I am not surprised
that there are iraft reports nade ava‘lable but it wvas
the fact that we vere told that none had been nmacde
availadle to date. I felt that Cloud would write his
ovn report in the way he sawv the facts, traansait it
vithout any fnput from the company to the ccmpany and
the company would then send that report t2 us perhaps
with a cover letter saying here is what we think of this
report somehov.

COMMISSTONER AHEARNE: dithout checking his
facts?

MR, DENTON: Or either send it dack to Cloud
and say correct. I mean soamshov the company has to have
a chance t2 get their "or” in and T would have expected
them to.

CHAIRMAN PALLADINC: The process that lis
commonly used in the professional engineering arena is
the one that they wvere £3llowing. It apparently is
pretty close to what we do ia our own intaernal audits
and what the GAQ does.

So the fact that it was transaiczted for

coprent: and the corments <er2 transaicsted I don't think

ALDERSON REPORTING  UMPANY NC,
400 VIRGINIA AVE. 3. N . NVASHINGTON, 2 C. 20024 202) 354-22485
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is contrary to normal practice.

¥R. DeYOUNG: 3u® we think this wvwas not a
nocrmal situation.

CHAIEMAN PALLADINO: In what way?

YR, CeYOUNG: It was highly sensitive.

COMMISSIONER GILINSXY: Suppose the Ccngress
vere asking us about one cf these CIA reports and wve
told the Congress no, it doesn’'t get circulated t2 an
office.

MR. DeYOUNG: I might say that I asked Jehn
Collins lecause there was ancther jzroject that was just
as sensitive, HLEP in Socuth Texas. They employed the
Quadrex Corporation to do a study of the design
izplementation for their plant.

We asked John Collins to check to see what
HLEZP reguired of that consultant. It vas in the
contract that they d4id not wvant any drafts. They waaﬁod
thelr creport vithout drafts sudmitted tecause they knew
it vas 2 sensitive subject. If it apreared as i they
vere tryins to guide and change the report, even though

ecCt

"

the facts were vrong, they 2id get a chance t¢c cor
certain faccs later and it is all on the record. It is
just Cuadrex report, they commented and CQuadrex will

prodably comzent on their comments and say I uanderstand

ve nade a nistake. S¢ thevy do get the facts corrected.,

ALDERSON SEPCRTING COMPANY. NC.

400 VIRGINIA AVE, S'W., WASHINGTCN. 2.C. 20024 202) 584-2345




They vere awacze of the sensitivity cf this
thing and they 212 it in a different way.

¥R. ENGLEXEN: T£ I may Sust add a further
comment. From 3y perspective cut in California I felt
that the independence issue was focused on very sharply
immediately follzuing the receipt of Governor =2rown's
letter. I think the date of that latter was about
Cctober *he 16th or thereadouts.

As T recall virtually every paragraph of that
letter zentioned an independent audit and gave great
enphasis to> an independent audit. It was after the
recelpt of that letter that the incdependency issue tcok
on within the Comaission, within the staff, somewhat
nore concern than it normally dces when we talk adout an
independent audi:.

¥R. DIRCKS: den't think putting Cleud in

the same boat as the General Accounting Cffice is a very

good analegy. We don't hire the Ceneral Accountirg

Cffice tc =ome in here to d¢ an audit of us. Thev cconme
in and do it.

Tn this cas2 it was PGELE that hired Cloud. So
there was already this suspicion that Cloud was less
than a free agent. I think what we were ccncerned about
in reviewing %he racord was to assure ourselves that

indeed Cloud was gcing tc act like a free agent.

ALDERSCN SEPCATING COMPANY. INC.
400 VIRGINIA AVE, 3. W . NASHINGTON. D C. 20024 202) 384-2248




¥R.

CENTCN: The reascn for the juesticn was
2 to find out what they were doing to see how

3 {ndependent. T think what ve have done in the future,
4 in the case right after this one, vas right from the

S beginning lay dovn a 3round rule that all correspondence

8 between the au“itor an4 the company waere *2 be served on

7 all pacties whenever they wWwere produced.

8 CHAIBMAN PALLADINO: You say that was told to
9 them?
10 ¥R. DENTON: Yes, and that is deing done in

11 the San Cnofre case, for example. Anything that GA

12 gends to the company is served on the parties and then
13 GA writes back. The comments are quite groper except

14 everyhody sees vhit is going on and there is no dealineg
1S between the auditor and the company.

18 CHAIRMAN PALLADIY¥OQ0¢ What I am having trouble
17 with is puttinc the wvords together in =2y mind as £§ vhat
18 makes this a material false statement.

19 One, I can see that lecause they had made that
20 stateaent and then later found out adout it you had to
21 get into procedural maczters that =00k up tize that would
22 have gcne to technical zatters. That is one thina that
23 resulted.

24 Tvo, it may turn out that the conmente nade

will influence you decision ¢n indegendence. Ycu arce

ALDERSON REPCRTING COMPANY. INC.
400 VIRGINIA AVE,, S. V. NASHINGTON, 0.C. 20024 '202) 354-2345
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going to find out what those ccoaments are and wvhether
they vere appropriste or inapprogriate and that might
influence your decision on whether they are independent
and hence it will come later.

MR. DENTON: I think that is the stronger
acyuzent. The guaestion is the integrity, ycu know, the
process, it seems to me.

CHATSMAN PALLAPINO: The integrity, yes. I
think you have got a point there. The integrity that is
fllustrated by this action can come into guestion,

¥R. DIRCXS: I think it is the integrity and
the lack of sensitivity that overwhelms the whole issue.

COMMISSIONEP GILINSXY: Joe, if I may
interrups you. It isn't so much what Harold did ecr
would have done. The legal test is wculd he have taken
it into account.

¥R, 2ICKWIT: Can I speak to that?

CHAIRMAN PALLADINC: Yes.

¥R. BICXWIT: It seens to me that ycu are
really focusing on two suestions and one of them is
legal. Even if you decide that the legal test lis net,
and my coanclusicr is that it is, questions adout
nateriality coulld influence your decision alout whether
to go forward and hew bad is this tusiness. So that

merely deciding that the l2gal test is met is nct

ALOEASCN REPCRTING CCOMPANY NC,
400 VIRGINIA AVE. S'W. WASHINGTCN, O C 20024 (202) 534-2345
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dispesitive of what acticn we take, the legal test of
raterialicy.

The legal test is not all that stringent. You
have got cases that say in interpreting the 1001 Statute
in the Crininal Code that "Actual reliance of the
governaental department is not an essential element of
the cffense charged.”

Similarly the Ficth Circuit has helld "The
agency need not actually have relied or acted tc its
detrizent upon the false statement but the governrment
must still shov that the statement have the cagpacity o
influence a detecainaction required to te made.”

Further in our ovn VEPCO decision the test
appears to be rather lax.

COMNISSIONEP GILINSXY: You might say
something adout that actually because it is an
interesting case.

COMMISSIONER AHZAPNE: What Aecision wveculd
have been required tc e made that this would le
influencing?

38, 2ICKWIT: I read this as saying that if
there is any chance that we might have vanted tC see
those drafts eveu. if ultimately ve decided ve dida't
that would satisfy the test.

COMMISSICNER GILINSKY: The VEPCC case is

ALDERSON REPCATING ZOMPANY NC,
400 VIRGINIA AVE,, 3 W . NASHINGTCN, D C. 20024 202) 554-2245
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interesting “ecause in that case what vas in issue was
vhether =he cozpany supplied us with 2 repcrt on 2
seisaic fault during a licensing proceeding. As it
turned cut that report was one that we would have
yltimately disagreed with and would not have affected
the licensing decision. Fut at the same time it is5 ¢cne
ve vould “Yave taken into account at the time and wve
fined VEPCO for failing to submit that report. There it
vas not a positive statement dut the lack of it.

¥R, PeYOUNG: An omission.

COMMISSIONER GILINSKY: It was an omission.
The failure tc subait a report vas regarded as a
material false stitement and that was upheld by the
courts.

COMNISSIONER AHEASNE: Len, you salid that you
agreed with the pesition that this was a material false
statement legally.

YR, BICKWIT: No. I said that it vas legally
material. I woul? like to speak further.

COXMISSICNER ROEERTS: Say that again.

¥2, BICXWITs There are a number of elenents
cf the material false statement count under onr
statute, 2-ne of them !s materiality. It seers %0 ne
that it meets the threshold of amateriality.

COMMTISSICNER AREABNE: And that threshold

ALDERSCON REPORTING COMPANY INC.
400 VIRGINIA AVE. S &, NASHINGTCN, 2.C 20024 202) 354-2348
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seens to be whather anyone in the reculatory staff right
have done sonething different had they known of that
£inding ==~

¥R. BICKXWIT: VWould consider it.

COMMISSIONER AEEA2N

§ === whethar or not that
action was something that was required under a
regulation or not; is that correct?

¥R, BICKXWIT: That is rcight. To test the
materiality, yes.

MR. YURPAY: Just very briefly the test
distilled from the VEPCO case is a statement is naterial
vithin the meaning of Section 186 if it has a natural
tendency or capability to influence, not whether it does
so in fact, the decision of the person or ody to vhom
the statement is subzitted.

COMMISSIONER AHEARINE: 3ut see, Jim, you went
back to the decision, to influence a2 decision.

¥R. YURRAY: Yes.

COMVISSICNER AHEARNE: I tried to use the wcrd
“"any action.”

YR, 3ICKXWIT: I don't see a differcence. I
think decisicn is used there to mean any action.

COYMYISSIONER AHZARINZ: I thought in the VEZCO
case ycu vere speaking specifically tc the decision in

the licensing action.

ALDERSCON REPCRTING COMPANY. NC,
400 VIRGINIA AVE., W, WASHINGTON, O.C. 20024 1202) £54-2345

130



10

11

12

13

14

15

18

17

18

19

21

(S

24

25

ME. DENTONs It was a decision t2 allov fuel

load. A license had been issued and we had you

shouldn't go ahead until this issue is cleared yp which

is not quite analogous.

COMVISSIONER AHZARNE: That is a gocd poaint.

MR, SICKWIT: I 4don't read these cases 2s

saying that it has to te the decision that is

influenced. I think it has to be some action of the

agency that could bde influenced.

COMMISSICSER BRADFORD: Cick, what do you all

nake of tha fact that three days after the staterment,

and would the staff I still take it have a view that it

would »e seeinc the report at the same time the company

4127 VYet another draf*t vas circulated to many c¢f the

people whe had been in the rcor by Cleoud in what wculd
seem to me t0 e direct contravention of what thelir

lawyer had told the Commission three 2ays defore.

MR, DeYCUNG: Your guestion is?
COMMISSIONER BRADECED: My gquesticn is the

sction three 4ays later parct of your c«onclusicn on the

material false statement or dces that rest entircaly on

the eacly drafe?

J

YR. DeYJU¥

61

On the past, yes.

0-1

SSICN

("

BRADFORD: Supposiag¢ there had

L ]
<«

coX

the staterent :v

been no earlier drafts >ut simply

ALDERSON REPCATING SCOMPANY NC.
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Yorton fcolloved by the cicculaticn c¢f drafts irn a manner
that contradicted the statarent?

: ¥P. DeYOUNG: I would have had no prolblen
because they gave us the opportunity to say hov ue
vished tc handle it. He said vhatever you vish. 1If ycu
vant it siaultanesusly or at any time, if you wvaut it
before us ve will give it to you, but ve didn't respond.

CHAIRM2N PALLADINGC: We never responded?

MR. DeYOUNG: We never resgonded.

MR. CASE: But there was another statenment
that you will get it at the same tine ve get it. I
think any statement aftervard would have been contrary
to that.

COMNISSIONER GILINSKYs: I feel that way, too.
But 4in any case, ve are not facing that pure case.

CHAIRMAN PALLADINO:s Can I come dack toc Len,
Were you finished on the materiality tecause that is an
iaportant pceint to nme.

¥R, BICKWIT: I 4dust to further ansver Jon's
goint. Let me give you a1 cite from the Ninth Circcuie
Court, the daterialicty test under Section 1001 is:

“dhether the falisification is calculated to induce

o

action or reliance by an agency of the United States.
Is it one that could affect or influence the exercise cf

gaveramerntal functions?™ Vot necessarily a2 nazticularl;

ALDERSON REPCRTING COMPANY NC.
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governaent fuction which constitutes a licensing
proceedins. “Does it have a natural tendency to
influence or is it capable of influencing agency
decision?

¥g, MURPAYs Of course, that is 2 criminal
statute, to0. You gentlemen are the £first artiters of
how 185 is to e <construed.

COMYISSIONER GILINSKXY: Alsc, you kncw, there
is another aspect to this. If it wvas revealed that
there had heen drafts it seesms %o me that it is likely
that others outsiie of the Commission woul?d have mnade

quite a fuss about it and God knovws what ve wvould have

ione.

w2, DeYOUNG: May I raise a point?

CHAIRMAN PALLADIVO: Yes.

YR. DeYJUNG:s ‘Lcn, I thought you vece gcing te
talk adout the false part of it. You said as far a; the

materiality was concerned.

¥R, BICKWIT: Yes. Yy 3major concern adecut
whether the test for material false statement is et is
that it relates =2 the language of our statute which
says: "It is not enouszh that it be a material false
statezent. It must e a material false statement in the
applicatiosn or a2ny statement of fact ragulired under

Secticn 192."

ALCERSON REPCATING COMPANY NC.
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So you first have to decide vhether it is a
material false statement and I think the threshold is
meant there. £Zut it is a harder case to make that it is
a material false statement in the agplication or in a
statement reguired by Section 182,

CHAIRYAN PALLADINC: What is 1827

¥R. MURRAY; It bdasically requires that the
statements in the aspplications be signed, that thay lbe
wcitten and that they be sworn to.

CHAIFMAN PALLADINO: It speaks again tc the
application.

MR. BICKWIT: Cn written I aight have to take
issue, dut it talks about statements in connecticn with
licenses.

Let me just read it to you. I think that is
prabably the dest wvay to go about it.

*Tha Commission may at any time after the
£i1ing of the orizinal application and defore the
exziration of the license reguire further written
statenents in order to enable the Commission to
deterzine vhether the applicaticn should be granted or
denied or whether 2 license should be nodified or
revoked. All applications and statements shall le
signed by the applicant or licensee. Agplications for

and statements Maije in connecticsn with licenses unrder

ALDERSON R[EPCARTING SOMPANY, INC.
400 VIRGINIA AVE., S &, WASHINGTON, 3.C. 20024 202) 5%4-2345
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Sections 103 and 104 shall te nade under cath or

affirmation. Tne Commission ®may require any other
appliceations or statevents to e nafe under cath or
affirmsation.”

These particular statements do not £1t
naturally under that language.

CHAIRMAY PALLADIVO: It ssys those under 103
are the ocnes to which you need to svear; is that right?

MR. YURRAY: Yes.

YR. BICKWIT: Yes. 9dith respect to 103 and
104, those are the llicensing reactors.

¥R. YURRAY: That is reactors.

¥R. CASE: I thought in the Seguoyal case
before the AC?S you issued a pilece of pager that said
oral statements defore the ACRS were statements within

the seaning of =--

MR, RICKWIT: I haven't said wvhat my state of
assurance is here.

(Lauahter.,)

MR, BICKWIT: Yy feeling is that if the
Commission vants to proceed in this area that 1t would
have a better *han even chance of sustaining its
action. 2ut I wouldn't say it is much better than aven.

CHAIRNMAY PALLADIVC: We mean wve don't have

hetter than an even chance of ruling this as a matecial

ALCERSCN REPCRTING COMPANY NC.
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false statarment?

Ei. BICXWIT: I think you do have a ldetter
than even chance, dut I don't think it is auch dette:r
than an even chance. T don't know what Jin's estimate
vould Dde.

YR. YUPRAY: Under the holding cf the VE?CO
decision which was the unanimous decisicn of then
Chairman ®ovden, Commission Gilinsky 2nd Commissioner
Kennedy, it seems clear to me that this is a zaterial
false statament.

MR. BICKWIT: Tt obviocusly doesn't seem as
clear to me, bdut it seems anore likely than not.

(Laughtar.,)

MR. MUPRAY: I stress that under the law that
is handed 1owvwn in the VEP?CD decision, as len has Just
pointed out and I myself have just pointed out, there
are some roncerns with the wvay the statute fits the
facts of this case bdut those conceras wvere present in
the VZPCC. They were not argued, however, in the VEPCC
case.

¥R. BICXWIT: I think VEPCC is distinguishadle
in that there the onissions were from» statements which
vere reguired under Secticn 122 and the statements which
vare wcittan vere clearly require? under 122.

CHAIR¥AN 2ALLACISC: Well, doa't you feel

ALDERSCN SEPCORTING CCMPANY NC.
400 VIRGINIA AVE 3W, WASWINGTIN D C. 20024 202) 5%4-22a8
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these guestions and these answers arce consigtent wizh
the regquirements of 1827

¥R, BICKWIT: I have difficulty reading this
language naturally =--

CHAIEMAN PALLADINC: VNo, let's go back. We
gat starteld on this becauses an error had deen made in
analysis and ve vere unclear whether the analysis had
been done on the plant as it was designed. Then we
vanted an independent audit and hov we find some
question about the independency of that audit.

Does not that bear on whether or net in the
end we are 3oing to procead with the license of this
plant or the acticn we are going to take toc make it such
that the plant can proceed?

¥R, SICXWIT: I ¢think that is true, but if ycu
read zhe laaguage closely 182 is talking about
statements under osath, These were not statements under
ocath.

CUAISYAN PALLADINC: These are ndt considered
statements under 252%th.

SOMYTSSIONEZR BRADFORD: VNow wait 8 nminucte. I
can‘t count the number of times I have suggested that
this 2gency in on? context O another require statenents
5 2e under ocath and I have rereatedly deen tcld it

gakes 20 Aifference.

ALDERSCN SEPCRTING STMPANY NC
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! ¥3, BICKWIT: I haven't told you that.
2 (Laughterc.)
3 YR, AICKWIT: I have %told you precisely the

4 opposite with regard to the enforcement policy.

S ¥R, YU?RAY: You are thinking for purposes of
6 18 USC 1001,

7 COMMISSIONER 2RADFIS0s Basically enfcrcement
8 context.

9 ¥R. MURRAY: For purposes of a criminal

10 statute 18 USC Title I it doesn't make any difference

11 whether a false statement 22de to the government which
12 {influences its action is under cath or not. If it vere
13 under ocath there wvould be an additional vislation of the

14 criminal statute.

15 ¥R, BICKWIT: There is the nmateriality element.
18 ¥R. MUR?AY: Assuming it Iis material.

17 YR. BICKWIT: Yes, assuning it is raterial.

18 CHAIRVAN PALLADINO:s 9Well, shall ve go oa.

19 CONUISSICNER AETARNZ: Did Z4 finish?

20 CHAIZMAN FALLADINO: No. He Just got deocwn to

21 his statement that there was a material false

22 statenent. I don't thin% va vere finished.

23 "OMVISSICNEZR AHEAGBNZ: But had Dick £inished?
24 ¥YR. DIRCKS:s Wera you finished, Dick?
25 ¥R, 2eYOUNGs: I could add more >us I think you

ALDERSCN REPCRTING COMPANY NC.

400 VIRGINIA AVE. S V. NASHINGTON 2C 20024 (202) 554-2345
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vill add Lt for nme.

Y2, DICKXS;: VYou saild recommendaticns and I
think <e stressed vhen wve 30t into this thing that ve
vere only so0ing to lay out some options.

One of then is if the Commission wishes ve can
pursue the civil penalty argument on the naterial false
statemant.

COMYISSIONER AHZABNZ: Wculd that te against
some indiviiuals?

¥R, DI2C¥S: It would de against the company.

CONMISSIONEER RHEARBNS: Which person's or
persons’ statements would ycu bde listing?

¥R, DeYOUNG: It degends on how far you go
vith that civil penalty. Aicain, we have to talk tc the
lavyers to see Lf we can go as far as ve think
potentiall you might be able to go. *gain, ve thought
thece vas 28 days from the tine ve had the neeting.

COMMISSICNER GILINSXY: I ¢hink he 7as asking
you which particular person. Which statezents are ve
talking adout?

COMMISSIONER AHZIARNE: You would e saying a
natsrial false staterent,

YR, CeYOUNG: The pcint is ve >uild up 28
4ays. There was only one iay they 2ale that false

statement. That is a statement of commission I think.

ALODERSON REPORTING CCTMPANY NC.

400 VIRGINIA AVE, 3 W . NASHINGTCN. O C 20024 (202) 354-2348
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Each day thereafter of those 28 days ---

COUNMISSICNER GILINSKY: He is not saying how
far you wvould carcy the penalty for hovw many days bdut
vhich person's statement are you referring tc?

¥P, DeYOUUG: Well, the first day the
comaissicon would bde Xr. Nerton.

YR, MUBRAY: Those cthers who knewv abcut the
drafts and didn't come forward and say it there would e
1 false staterent Ly omissicn there.

YR. CASE: I thiak it would de a comdination
of Norton, Maneatis and Cloud.

COMMISSIONER AHEARNEs Ed, with all dce
deference le® 32 2ask the Director of ILT.

¥R, De¥JUNGC: ¥r. Norton.

COMMISSIONER AHEARNE; That is it? Just ¥r.
Norton and nobody else?

¥R. DeYOUNG: VYes.

COMMISSIONER ARHEARNME: All right. what acticen
vould vyou take against Mr. Nerton?

COMYISSIONER GILINSKY: Wait a =minute, he is
talking adout the conmpany?

CO¥YISSIONER AHZARNZ: I understoed that, Bbut
he has nov told me that the material false statenent vas
¥r. Norteon's and nov I ana asking what actionr would he

tace against the individgal who made %he naczecial false

ALDERSON SERPCRTING SOMPANY NC,

40C VIRGINIA AVE, S &, WASHINGTCN, 2.C. 20024 202) 354-2345
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statenens 2f onissicn. They never came back and told us
even though they talked adout it on the zlane, people
knev that it was false in the company and the company
never informel us until on the ist of Cecembder.

COMMISSICKNER BRACUFORD: Wouldn't you include
that day fa3r the omission 1s well?

YR, LeYOUNGs Prolkably.

COMMISSICNER AKZARNE: Which people would that
be?

¥R. PeYOUNG: I think the people that knew
about it, John KHoch ===

¥R. DIPC¥S: You are talking about the company
again.

CONMISSIGNER GILINSXY: It has to e the
company. Take a look at the Pilgrim case. We have nct
gone 2fter an individual assigned there.

MR. DeYOUNG: We continue the investigation.

COMMISSICNER AETARYS; That part of it is an
omission.

CCMMISSICNER GILINSXY: We may or may not.

COMMISSIONEP ABEZAPNE: Re may er may not, that
is cight, beciuse ve haven't finished the iuvestization
there.

YR, DeYCUNG: We have conmpletad the

interviews. +e kncw atcut vhere <we are cozing cut on

ALDERSCON IEPORATING COMPANY INC.
400 V'RGINIA AVE., S W, WASHINGTON. O C 20024 (202) 254-2245
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that case.

COMMISSICNER AHEARNZ: So, Hoch, is that
cight, Just Jechn Hoch?

MR, CeYOUNG: And ¥r. Rocca.

ME. DIRCXS: These are pe2ople who knew, tut
ycu are not recommending that you take any action
against them?

¥R. DeYOUNG: Non.

COMMYISSIONEP AHEARNE: I recognize he is not.
I am asking him a gquestion. Rccca, anybody else?

¥R. DeYOUNG: I think that is adbout 2ll.

COMMTISSIONER AHEABRNZ: Now those two, that
vould de a possidle a2d4itional fine on the company; is
that correct?

¥R, DeYOUNG:s Of omission,

COMMISSIONER AHZABNE: Are they like ¥r.
Sorton also that they didn't reallize what they wvere
deing?

MR, CeYCUXG: They haven't locked at that

-

point that clearly but know one of the individuals
through the vears and I would hazaci there wag no intent
to 40 anythiag wrong. It was 3Just one thing that he
¢ailed on, >dut we would have to exaaine that.

I an not saying that we should 40 this. This

-

is the extreme case that am talking alout.

ALDERSON REPCRTING CCMPANY. NC.
400 VIRGINIA AVE, S. W, NASHINGTCN. D C 20024 (202) 554-2345
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COMMISSTONER ASREARNEs:s I understand.

MR. 2eYJUNG: This is the extreme and you
would coze to a total {if you 2i41 that adbove §$100,00C per
day per violation. You could come up with a §2,8CC,000
or $2,9C0,000 violation. That is the extrere.

COMMISSIONER AHZIRRNE: I guess in the case of
Hoch and PRocca there might still be the potential of
individual action against zhem if you were %o conclude
that they kaew what they vere doing. 32ut clearly one of
the differances, if the transccoipt is to be bellieved,
that is if what they have said is telieved, Yorton Aid
naot know that he vas sayin3 something in erzer. =och
and Rocca 4id understand cthat something was said that
vas vwrong. So at least there is the potential for
action against thenm,

CHAIZMAY PALLADINOs: In their minds they
concluded that thay were not nisleadirg.

ER. DeYJUNGs At the time they thought it u=2s
vcong and they knav it was wrong. Then on the plane VNr.
Rocca, for exaazple, talked with a friend and he got sore
further guidance that it vasn't naisleadlng.

CHAIRYAN PALLADIYO: The other suy 2vesn's
rerenmber why he 4idn‘'t briag it up.

<OMNISSIONER2 30

27S: This is when they vera

having 2all thoce libations ===

ALCERSCN REPCATING COMPANY INC,
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144



10

11

12

13

14

15

18

17

18

19

20

21

22

24

28

(Lauchearc,.)

COMMISSIONER GILINSKY: I would say Brown is
the most culpa®le is yocu were t2 g0 to anyone.

COMUISSIONER AHZA2VEs:s In your viev is the
action that they vould then bde hell responsitle fcr and

wvhether they individually held respgensible or ths

]

company, ian your view were the ground rules under which

they shoull bde operating sufficiently clear?
¥R. CeYOUNG: I don’'t understand the guestion.

COMMISSIONER AHEZARNE: Well, the prepcsal

MR. CeYOUNG: To charge the company.

CONMISSIOCNER Al

ARNZ: Yes, but the company is
going to te charged for th2 actions of some individuals.

YR. PeYOUNG: Cr lack of action.

COMMISSIONER AHZARNEs Cr lack of action of
some individuyals. “hat I am asking is is It ycur vievw
that the groun”? rules under which thcse individuals
should have been acting, vere those rules sufficiently
claar that they shculd have known?

¥YR. DeYOUNG: That is ay bottom line. I tRhiak

the company has a real prechlem £rzem the top on doWn =¢

oF
D
n
m

their philosophy of operation and how they rcun ¢!

-
-

macters. Tha*t is the crux of the probdlem. I don't

thing they are confused.

L)

thiak it is the individual.

ALDERSON REPCRATING COMPANY NC.
400 VIRGINIA AVE SN . NASKINGTON 2 C 20004 (202) 354-2248
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The indiviiuval people are ccnfused as to when t¢c speak
up and when not to> speak uc.

I have known this utility for 2 long tire and
there is somethingy basically wrong with the leadership,
the direction that they give tc their staff. It has
bean a prodlen far some tine.

dhen thay had a protlem in the past, for
exanple, they switched horses and they put a lawver in
charge 2f the techincal probleas they were having with
geology and seismology and he ran it for a while. They
have some very, vary capadle peopla. But those pecrple
are not permitted to make a decision until it gets
factored up soze place and it takes a long tiae to get
decisions and then they coze back and they are2 not gquite
sure when to 2o this or to do that.

I think many of the pooplef 2ven at what I
voul4d call a middle nanagenment leval, the chiaf
engineers, they are not quite sure when to say sormething
and whan not to say something. There is a lavyer in
charge. At this specific neeting and it was a technical
aee=ing, it was l24 dy a lawvyer, Yr. Nortonm.

The technical people stepped aside and “hey
20ce or less let this individcal run that meeting for

them, a lawyer, 2nd he was mnaxking staterments.

n
5l
m
o
[
e
(2]
3
.

I t2ink they are unsure ¢f vhen t¢

ALDERSCN REPCTRATING COMPANY. INC.
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correc: soretoiy. Now, John Hech, for example =---

CCEMISSICNER GILINSKIs Well, after they
apparently misinformed the lavyer.

¥R, DeYOUNG: Yes, or didn‘’t inform hinm.

COMMISSICNER BSADFCRD: Do you m@an activaly
misinformed?

CHAIRYAN PALLADINO: It was claimed by Y=o
Norton that on Sunday he had asked whether or not there
vas a2 report and he vas told there vas no regort. He
used a definition for report that was different fron
perhaps what they thought a report was. B2ut he said
later had he kxnown there was any kxind of report it would
have influenced his answver.

¥R, DeYQUNG: Tt seems they have always had a
pelicy of having these lead people, these special people

be their spokesmen and you don't interrupt them. It has

been mny ohservation at 2GEE for a long time that they
are insensitive. They are so large that the nuclear

part of their activity doesn':t receive that much
attention.

CHAIZMAY PALLADINOG: Let 2e ask you another
questicn. I see our time is ruaniang fast. Whern doces
Cloud £it intc any of these 2aterial false staterents.

43, DIRCKS: This was the point we were trying

to get tc. There were a couple of issues that we

ALDERSON REPORTING COMPANY. INC.
400 VIRGINIA AVE., 3 W, NASHINGTON, D C. 20024 202) 554-2345



thought the Commission aight want to focus on.

. Cne, should you take any action along the

3 lines that we have been discussing on the civil penalty?
4 Two, what do we do with the Cloud FGEE

S relationship decause that decision is needed decause in

€6 the meantine this is reverification werk is going on and
7 ve need to get some decisions relating to Cloud and his

8 vork and the acceptability of his work.

9 CHAIRMAN PALLADING: I gather on that peint

10 PGEE is proceedin; even though we haven't approved

11 anybody, but I presume they are proceeding on their own

12 risk.

13 ¥R. DIRCXS: They are proceaziing on their cwn
14 risk.

1§ CHAIRNANY PALLADINOC: They are trying to get

16 ahead of the game for which I don't fault thenm.

17 ¥R. DIRCXS: Yes. You knowvw, the issue that
18 stacrted this off is is the plant safe, is it built as
19 designed and that is why we started this reverification
20 precgram and that is why ve got into looking at a

21 zontractor prosranmed plan. Yeanwhile all cf these

(]

things are avaiting the decisions that the Coamission
23 has to make regarding Cloud and the dispositicn of this
case.

CHAIPMAY PALLADINC: Have we gotten any

ALDERSON 3IEPCRTING COMPANY INC.
400 VIRGINIA AVE. 5.4, NASHINGTCN. D C. 20024 (202! $54-2348
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take hia out

n0¥w Oor 40 you want %0 pursue along the

lines of looking at his gualifications and looking as

the acceptability of the progranm plan.

¥R, BICKWITs Correct.

5 MR. DIRCKS: I think that is a decision that

6 we have %> make.

7 The third point =--

8 CHAIRMAN PALLADINO: I guess I a2 not sure we
9 are ready to make that dec.sicn. He is doing some work
10 and he sent the qualifications in but you haven't sent
11 them to the Commission yet., VNow are you saying wve

12 should consider what has happened here to see if we want
13 to make a negativa decision prisr to review?

14 aR. DIRCKS: 1If on the basis of this you wvwish
1S to say that either Cloud cr the work he is doing is

18 acceptadble or Cloud is not acceptadle, then ve would not
17 proceed along the liﬁes of further reviewing Cloud's

18 qu=lifications and asking more guestions and develcping
19 a profile file. We would stop that werk and ask the

20 company to ccme in wvith another contractor.

2 ¥R, CENTCN: The Governor asked you on

22 December 17th o suspend Cloud’'s work pending a

23 deternination as to whather Cloud was independent and

24 his precgran adeguate. gut you did give all parctie

(4]
w

25 certain tine frame to commant 2n the rasgonse of the

ALOERSON IEPCRTING COMPANY, INC.
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Comamission to the order. That clock has just teclled and
ve have Jjust received £from the Governcr and the other
parties their comments on Cloud and his grogram plan.
That is the meeting I mentioned ve will have in the
first week in Tebruary when all parties go cover this and
later we would get >ack to the Coamission on the stafsf
vievws on that.

CHAZP¥AN PALLADIVC: You say decide if Cloud
is unacceptable based orn =his information now. What
information now 4o you sugzest we consider in this
regard?

MR. DIRCXS: Well, I guess if there is encugh
information nere for you tc make a decisicn as to
whether Cloud has teen as forthcoming as you want hia teo
be and whether you wish to proceed along the lines of
maintaining that Cloud is the indepencdent contracter
based again on the review.

CHAIZ¥AN PALLADINO: I am not reacdy to make
that decisiorn. he guestion that you are asking %e 1is
do I wvant to make a negative decision now.

ghte.

[

¥B. OIRCXSs That is ¢

CHATO¥AY PALLADINO: I don‘t kncw that I have
encugh information.

MR, DIRCKS: If you don't wvant tc make 2

netative 2ecision we will continue assuaing that Tlcud

ALDERSON IERPCATING CTMPANY. NC
400 VIRGINIA AVE.. S W, WASKINGTCON, 2 C 20024 202) 554-2348
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should e continued to be evaluated and we will continue
to collect information on his gualifications and sclicit
vievs of the outside pacrtiss,

We are not recommending up cr down., We are
jJust sayingy it would be good to get 2 decision recause
ve have got this other train coming down the track.

CHAIRMAN PALLADINC: Okaye. You had a third
paint.

¥YR. DIRCKS: There was a third point that the
Conmission may wish to consider and that deals vwith the
points Dick has raised. Has there deen a protlem of
seasitivity on the part of the £irm or lack of
sensitivity? Should you in some way, based again on
this record, wish to exprass ycur feelings to the
compaay in some form or another? A possidle cpticen
mizht be 2ither a letter tc the company cne way cr the
other or inviting senicr officials or the boari »¢
directors to come in here and 2discuss these jrodlens,

CHAIRVYAN PALLADINC: Is there a violation?

¥R. MeYOUNG: Yes.

¥R, DIRCXS: Yes.

¥R, CeYOUNG: Ncw the range of penal:iies feor
that viclation, and you only allowed 3e to talk albcut
the extceme tope. ~-here is =he extremne dottomr of Just no

penalty.

ALOERSCN REPCORTING SOMPANY. NC,
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CHAIR¥YANY PALLADINO: Jchn.

COMMISSICNER AHEZARNE: Dick, just a couple of
gquestions %o follaw along that line that I was asking
before.

I gather then that you f20l fairly strongly
that this company has 2 history of not providing clear
ground rules to its technical reople, for example, <hen
they partizipate in these kinds of meetings?

¥R. D2YQUNG: I feel that way.

COMMISSIONER AHSARINE: Do y2u btelieve that the
NRC has provided clear ground rules tc the company?

MR, DeY2UNG: I just Zeel we are obliged to
tell them how tc rua their meetings.

COMMISSIONER GILINSYXY: GWell, let's see,
ground rules on what?

CHAIFMAN PALLADIYO: Guidance on 3 nev issue.

COMMTSSICNER AHTARNE: Actually it was a two
part guestion and I was waiting to see how Dick would
answer it.

COMVYISSIONER GILINSXY: Why don't you ask me?

(Laughter.)

COMYISSIOYER AHEARNE: The ficst part of the
gquestion is if the company decesn't give clear ground
rules to its s=aff have we ever established any xinds of

ground rules fcr the participation cf members cf a

ALDERSCN REPCRTING CSOMPANY INC,
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licensee's staff in cur meetings?

¥R. TeYOUNG: To my knowledge, no ve have
not. What we had done is call the utility president in,
for example, and say there ace preblems of sensitivity
of your staff and they don't seem to be ccoperating in
the best way to move this fcrvard., We are having
difficulties ---

COMMISSIONER AHTASNE: We have done that w

'h
o
=

PGLE's president?

MR. CeYOUNG: I can't remenmber.

COMMISSIONER GILINSKY: John, I don't want to
ask a guestion. I wvant to sharpen it a little bit, L£f I
may. Tt seems to me that there is a distinction detwveen
giving guidance on wvhether or ncot they can have graphs
ot whether or not they can commant on it and so on and
that is a vali? point. It is another thing to say have
ve given them guidance on talling the truth or bdeing

forthrizht with us.

COMYISSIONER AHZAENZ: But that wasn't the

18
!

issue. The first issue was the guesticn that Dick ha?
raised about this leng-term problem with 2GLEE.

YR. DeYCUNG: The ansver is that I zan zecall
one or two times when ve said ves. For exanple,
Z heliave that PGEE

helieve, and T an not positive, Ddut

in pars ottained the services 2f Norton at our

ALCERSON REPQRTING CUMPANY, NC,
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suggestion. Thelr counsel was extremely poor in
performing the licensing.

¥MR. CI®CXS: I think ycu might want tc ask Fot
vho has been living with that company out there for the
last several years.

COMMISSIONER AHEARNE: Let ne ask one other
question. The second part of it was on the particularc
area, the kinis of things that are bdein; aiiressel here

on an indegendent review, as best as I xncw we have

o

never given out any kind <f ground zule that said that

for an independent review we mean such and such, that a
draft should ke exchanged only with a copy sent to us.

We have never described that.

¥R. CeYOUNG: I think ve have.

COMMYISSIONER AFEZARNE: We have?

MR, DeYOUNGs I think we have told gecple that
vhen this review is done we would like to see the
consultant's report at the same time it is given to you.

CHAIRMAN PALLADINO: Well now, I ar not sure
personally that I agree with that. What I am getting at
is it is not so obvicus that all these things are
right. I have four suggesticns to the criteria you are
proposing %o Ottianger and Cinjell. I am not saying tha:
4@ dcn't have hconest differences of oginiens. A11 I anm

sayine is thers ace hones:t differances of cpinicns on

ALOERSCON REPCRTING CCOMPANY NC,
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vhat the cight thing is that should e done. Sc I don't
know that it is all that cbvious.

. COMMISSIONER GTLINSKY: ©But look, it seems to
me that that isn't strictly on the point.

CHAIRMAN PALLACINC: I have trouble whenr you
start to talk adout the managenment attitudes. You Xnow,
that i{s a very tenuous thing.

COM¥ISSICNESR ERADFCFD: I agree.

CHAIEBMAY PALUADIVO: You may not like their
attitude dut hcvw is 't affecting the safety and the
health c¢f the pecgle that are going to e impacte? on 2y
this plant. Yow if they are violating scre order cf vus,
then you have got 2 violation. If thay are violating
scnething specific that affects health and safety then
ycu can cite a violation.

I den't know how, or at least I haven't gotten
a feel yet of what specifics there are that would say,
oh, their attitude is something that we had Ddette:
cocrrect.

COMMISSIONER GILINSYY: Can I Jjust say a vorcd
here. 0asothing attacks the whole system of protection of
the publiz health and safety more than for licensees not
to e truthful with us.

CHAIRYAN PALLADINS: That is a violation. I

listened to that., That is why I asked is this different

ALDERSCN REPCRTING CCTMPANY. NC,

400 V'RGINIA AVE., S 'W., WASHINGTCN, 2 C. 20C24 (202) $54-2245
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from violation, because if it (s <24ifferent from
violatisn then I have gct to understani it detter. If
it is the same as viclation, then I would have a tet%er
feel.

M8, DeYCUNG: Well, I think there is a histecry
that tells you that the perfornance of a utility during
the reviev £or the construction ani the operation of the
plant is a precursor as to hcw they will gprobabdly ace
vhen they get the plant into operation. The sane
attitudes will prevail and that is the concern.

CHAIRMAN PALLADINO: 3ut this is coming out of
this particular situation.

COMMISSICNER GILINSKY: It tears on hew tough
you wvant to le.

CONMMISSIONER RCBERTS: 4WoulZ you repeat what
you said adout Yorton and the staff? I didn't
understand that.

YR. DeYOUNG: 1In years gone 2t PGLE in going
through the licensing procedures the FCEE ccunsel vas
creating all kinds of problems and difficulties. Ve
didn't seea to be able to neet certain dates and to get
on with things. It was vary poor.

Agaia, you know, we criticize people lecause
they can't remeaber twe and half months, tut I can

rememter but not very specifically who talked 20,

ALDERSON REPCRTING COMPANY, NC.
400 VIRGINIA AVE. 3. & NASHINGTCON, O C 20024 (202) 354-2348
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They had requested advice as to what vas wrcng, why
don't ve szex :o0 ba getting alony and why can't we move
faster?

I persoanally was there one time and I believe,
and you can ask hir, and I think it was ¥r. Tourtellotte
that suggested you need some help in your counsel. They
are not a regulatacy counsel. They don't kxnow the
proccedures and they don't kxnow how to do things and they
stumble all over themselves and it is delay after delay
after delay.

CHAIRMAN PALLADINO: But this is an itea that
is not necessarily related to this iacident.

¥R. DeYCUNG: Not at all.

CHAISMAN PALLADINO: Here we nizht take
actually an advising acticn.

MR. DeYSUNG: To meet with the hoard or
something.

MR, EN"LEX:IN: Perhaps I can help a littie.
¥y exgerience tea . out what Cick feels that there is 2
problem within th company. It dates dack for a long
nunber of years back through the Humboldt regire and the
8ciega pericd and €for many vears.,

2n a couple of coccasions I have geone to high
management in the company and complained adout this. I

rementer d2ing it with forwer gresident Jaczk Ecnner con

ALDERSON REPCRTING COMPANY. NC,
400 VIRGINIA AVE., S 'W.. WASHINGTCN. 5 C 20024 (202) 3854-2245
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one occasion in very strong terms. Eu
ancient histocry.

I think T can give an example, hovever,
related to the current situaticn that may give ycu sone
better feeling for what we are talking adout. Curing
our review of the Clou. reverification effort ve care
across some information that he tecase awvare ¢f in his
teviev about the use of imgroper spectra in the
auxiliary duilding.

We lookad into the matter and found that Slume
and EFGELE became 2avare of the application of iamprorer
spectra in the design of the auxiliary bdbuillding in
1978. There was an evalyation done by PGELE and they
felt that the use cof the improger: spectra vas in the
conservative direction and weculd have no real impact bute
they 4id not notify the N2C of the use of the imprcrer
spectra. They did not amend the Hosgri Peport amendnment
to indicate that those spg2ctra had bdeen revised.

Now in Cloud’s reviev he is going over this
vork and it turns out that for the building groper the
application o0f thsse spectra vere conservative, tut for
some of the eguipmrent in the upper elevations of the
building it could e nonconsecrvative. The technical
decisicn has not been zade yet as to whether that is the

case Or no%.

ALCERSCN SEPCARTING CCMPANY NC,

400 VIRGINIA Ave. S W . NASHINGTON, 2 C 20024 (202) 354-2248
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I thipk it is very important that the conpany

did not nctify the Comaission of the use ¢f improrer

spactra and let the Conmission make a judgment as to

whether it was significant or not.

Now

that is I think a very gocd example. I

think the attitude i1if I can descrile it is one of

regulation being sort cf 2 necessary nuisance that they

have to put

ue with and it results in 3 kind of

arcogance that we 21ll feel. Yost of my staff has

complained about it. T have felt it and pecple in NER

have felt ite.

are not always

If we ask

thenm

It is a rather general feeling that thevy
free and forthcoming with infcrmation.

tha2y give us ansvers.

COMMISSIONER AKEARSNZ: As ¥r. Rccca said.,

¥R.

ENGLEXEN: VYes, exactly.

COMMISSIONER GILINSKY: It seems to me, if I

can eladorate a little »it, expand or add t> Eill's

point

difference

s

-
-

oud

threg ==--

COMYTISSIONER BRADFCED: Do ycu see a

betveen elatorate, exgand and add te?

(Laughter.)

COMMISSICNER 3RADFC22: Sorrzye.

CHATRMAN PALLADINC: Elaborate.

COM¥TISSICONER GILINSXY: It is what Feter

*1
c2lled

“ao0ze fullsome.”

ALDERSON REPCRTING COMPANY INC.
300 VIRGINIA AVE, 3 N . WASHINGTON, © C. 20024 1202) 534-22458
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COMXISSIONER GILINSKY: It seems to me that
this incidant calls into question the integrity of the
comgany and the qQuestion of whether it is fit tc run a
plant as far as I aa concerned. I would ask for the
company to respond and tell us how they plan tc get
their house in order so we can have confidence in then
as operators of a plant. I think it goes teyond the
subject of a letter or just a chat with the *oard.

CHATIENMAN PALLADINO: Well, I think 2ill vas

deatify three areas for consideration. Was there a
fourth?

¥E. DPIRCKS: That is essentially it. Cre,
402s the Commission have continged faith in the
managenent of that firm and has it deen jolted at all?

Tvo, goes down the list of.actipns. what 40 ve
40 adout the ongoing weork on the reverification
program? I think ve vaantad to knov d¢c you still wish to
continue the Cloul effort and, if so, if you do ve will
centinue the revievw c¢f the Cloud qualifications and his
program plan,

Three, again getting sort of naccower, 10 you
vish to make a decision on the issue cf the civil
penalty? Do you think there is a viclation and do you

wish ts pursu2 it an4d do you wvish us to pursue the civil

ALDERSON REPORTING COMPANY. INC.
400 VIRGINIA AVE., S W, WASHINGTCN, 0 C. 20024 (202) 5342345
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penalty?

The fourth point that Bod Jjust zenticned to ne
telates to the issue of your continued faith in that
®management.

CHAIRMAN PALLIADINO: I have only gct th

"

e,
the viclation, faith in the nangeazent and 40 ve want to
nake 2 negative d2cision on Cloud at this tina.

¥P, DIRCKS: Yes. In the management acea
there vere discussions about either askine them to say
how they are going to come to grips with the prebleas
that have plaguei that company and it goes into how they
handle their contracts which got us into this things in
the first place, and all the way through how senior
exacutives can sit through a meeting and not ceorrect the
record. Do you wish to ask for any studies ¢r analyses
of the way thg company operates and the wvay it treats
its nuclear operations?

COMMISSICNER AHEARNE: And do we release the
reporct.

CHAIRMAN PALLADING: I have got to decide on
releasing this report. Since I am afraid these folks
are going to have to leave scon, and I know Tea is geiag
to have to leave, 40 we want to release the regort now
or do you want to wait until we get back part two. When

ve talked to the recent repor: we didn't know it vas

ALCERSCON REPCRTING COMPANY. NC,
400 VIRGINIA AVE., S W . WASKHINGTCN. 3.C. 20024 (202) %%4-2348
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going to be in tuos parts. De you want to release then
independently or wait for toth of thens and then wait for
us to look at toth cf thenm?

COMMISSICNER AHEARNE: In the interviewing was
there any statement made about confident;ality cf the
interviews?

MR. FAULXENBERPY: No, to the contrarcy. I
think without exception we told everyone that the
transcripts of their interviews would be incorporated
into a report would be made public.

COMXISSIONER GILINSKY: I will tell ycu 3y
viev is that if we are going to decide on these issues
in the next couple of days then wve ought to hang onto
the repor%. PFut 1f we aren't then I think ve ought to
release it. T don't think ve can hang cnto it fcr a
aonth.

CHAIZNMAN PALLADINO: I don't know when we will
make our decision, but cn the assumgticn that we might
get part twvo arouni the lst or the 4th T wvas going to
srapos2 I think a meeting on the 9th.

COMYISSICNER GILINSXY: Well, that is alnmost
three Weexks.

CHAIRYAN PALLADINO: Well, ty hunting and
pecking we aight be adle to move it up to the Sth. But

1f the cepcrct doestc 't come until the Uth and if it is

ALOERSON RERCATING COCMPANY. INC,

400 VIRGINIA AVE. S 'W . NASHINGTCN 2 C 20024 202) 554-2345



10

1

12

13

14

1§

16

17

18

19

20

21

22

24

25

sutstantive wve are going to need some time to review it.

COMMISSICNER GILINSKY: And this one lteing
late, the other cne may be late, tco.

CHAIEMAN PALLADINO: Even if one is finished
on the first, by the time it comes in and gets logged in
and it gets %o the desk it is adbout the Sth and the Sth
is the second vorking 2ay thereafter.

YR. DENTON: I want to point out there has
been consilerable interest from several Congressional
staffs in the release of this repcrt.

CHAIRMAN PALLADINOs shose staffs?

¥MR. CENTCON: Udall‘'s staff and Panetta’s
staff, for exampla, called several tinmes about it since
they played an initiating role.

COMMISSICNER AHEARY

¢ Speaking of the
Cono.:essional staffs, T had ancther guestion on the
investigators. Did ve ever go back toc Panetta's staff
and ask whether they had any additional infcrcmation
which would relate to this?

¥R. ENGLEXEN: No, sir.

COMMISSIONER AEEARNE: I guess the first drafe
care froa ===

YR, DIRCKS: The first initiation frcm

«)

ongressman Panetta's office came to me.

v

%¥%: Cn Decenrber 1st we had

i
o

CCHNISSIONER AZE

ALDERSCN REPCATING COMPANY. NC,
400 VIRGINIA AVE , S W, WASHINGTON, D C. 20024 202) 354-2348
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gotten an a2arlier one I thought.

SR, CIRCXS: That came from Udall.

COMYISSICNER AHMEARNE: Did we ever 30 back te
Udall?

MR. PIF 'XS: And ask for more drafts?

COMMISSICNEE AHEARNE: 1In cther words, ve had
an indication from a set of sources that there vere

drafts being exchanged.

COMMISSTONER BRADFORD: What did ve actually
have?

COMMISSIONER AHEARNE: Did we ever go Dback to
those sources and ask did they have anything aore tRhat
could help us?

MR. FAULXENEERRY: No, ve did not.

COMMISSIONER AHEARNZI: Wwas there any
particular reason?

¥R. FAULKENBERRY: VNot really except that I
guess we probally assumed that once they mnade us aware
of the possidility of reports and what-have you we would
feel like we have dug out all of the raports that were

in existence at that time with our ianvestigation thzough

Clcud and PGE:.

-~
=

R} AHEASN

M¥ISSICH ¢ Normally i¢ you have

")

«

scneone whe alleges sonething is wrong 4don'*t you try o

talk to the alleger?

ALDERSON SEPCRTING COMPANY NC,
400 /IRGINIA AVE, 3w, WASHINGTCN. 2.C 20024 202 354-2245
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MR, ENGLEKEN: We in Region V dil2 know who
gave us this information. It came through our
headquartarcse.

¥R, DIRCKXS: The allegation was that there
were drafts of a report that we had not seen. I talked
to Fatherine Ccok from Congressaan Panetta’s cffice and
I guess you talked to her, too. Fer cchcern was that
there were drafts of the report that had been circulated
during the month cf Cctober.

COMMTISSIONER EBERADFORD: Wer2 they the ones who
actually provided us with the first drafts that ve had
or 414 we 3et thea from the company?

MR. ENGLEXEN: W“e got them from the ccmpany.

MR. CENTON: She provided some pajes.

CHAIRMAN PALLADINC: I wvonder if this bears on
deo vwe release the report or not?

COMMISSICNER AHEARNE: You Just triggerec that
it wvas really more a guestion of completeness of that
investigation but it is nct essential.

CHAT®YANY PALLADINO: Vic has indicated his
preferance for not releasing it until ve get part two
aad have a chance to zeet on it. Do I understand that
correctly?

COMMISSICVNER GILINSKXY: I said if ve are 3oing

[ el

to deciie on this phase ¢f it within the next couple of

ALDEASCN 3EPCATING COMPANY. INC,
400 VIRGINIA AVE, S W, NASHINGTCN, 2 C 20024 (202) 554-2345
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days or so or days anyvay then I think ve can hang onto
the report and decide. 5Sut I don't think it is a
practical course to hang cntd it £or three wveeks.

CHAIS AN PALLADINO: I see.

¥3. DENTON: I wanted to point out that since
ve have gotten the reply frem Cr. Cloud and the company
on why the chanjes it 4oesn't s2en tOo me that the
release of this effort would prejudice our ability to
determine the accuracy of pghase (J0 because that s
already now a matter of record and ve will Jjust verify
that those logs support the facts.

MB. ENGLEXEN: I can think of no creason why
the report shouldn't be released at this tinme.

CHAIP¥AN PALLADINC: Sut then we are going %o
be asked iamediately what are our reconmendations or
what actioca are wa going to take.

COMMISSICONER GILINSXY: That is cight.

CHAIRMAN PALLADINO: There was an option to
consider vislation, there is an option to consider
vhether or not wve want to mnake a negative finding on
Cloud at the present tize aad the ogticn as tc whethers
or not ve find the mangement attitude such that it ought
to be changed and they cught to te adronished or neet
vith the board.

SCOMMISSIONER BRADFORD: Is there a w7ay7 to ncve

ALCERSCON FEPCATING CCMPANY INC.

400 VIRGINIA AVE. 3. W . VASHINGTCN O C 10024 202) 5354-2248
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meeting sack earlier than the 8th? I am of th

that ve ought not to release the repor= until ve
made our decisions based on it if possidle.
CHAISMAN PALLADINO: It depends on when you
assume the report is going tec ke done.

COMMISSINANER 23A270R": The second round, 1

vonder 1if it wculd make any sense.

CHAISYAN PALLADINC: The 2nd is a Tuesday. 1If
it came in on the 2nd ve might e able to do something
on the 4th or Sth.

COMMISSTIONER BRADFORD: Yeu are assuming
though that we na2i the Phase II report to deal with the
material false statement guestion?

CHAIRMAY FALLADINC: No, I Jjust wvas saying
that if you want to wait until part tve is in ---

COMMISSIONER BRADFORND: That is right.

CHAISMAN PALLADINO: === then I think ve are
talkine in the tize frame at test 2f the Sth and rmore
than likely the Sth.

R GILINSXY: Well, let's not wait

COMMISSION

"

w

until parct twe is in.
SHAIEMAN PALLADINO: °So you are proposing not

vaiting for part two.

(@]
(£ 4

-
L ]
m
w)
=]
«
-
™
‘0
0w

RADECEC: At least as tc the

£alse statement issue. If we can resolve that one wvay

ALSERSON REPCRTING COMPANY. 'NC.

400 VIRGINIA AVE,, S W . NASHINGTCN, D.C. 20024 (202) 554-2245
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and he will do the wvork asain. I guess our ntext

suggestion vould de to get anscther independent
contractor there to verify Cloud's work. That could De
the proposal thit would come up Lif you decide that you
don't want Clcud as the indegendent contractor.

COYMISSIONER GILINSKY: It seers to me that if
there is a sericus possidility that Cloud is not going
to be Lt that ve 3re not 2oing PGE £ any service 1f we
drag it out.

CHAISRMAN PALLADINO; Well, let me try a
suggestion and wve are 30ing te have to face it
famediately cn the agenda planning, that ve do indeed
try to have a seeting in +hich we see whether we are
prepared to> make the decisiocn on vioclation, the declision
20 Cloud and the decisicn on the management attitude.

On ay preaise Lt would have to be done I would say nex:
veek. - |

Then i€ ve are 3oing to do it ve will withhold
the report until that time. If we can't find a2 way to
do it within the next veek, then I think ve ought to
release the report.

COMYISSIONER ROBERTS: If we go along vith
that scenario would it be as late as Wednesday, Thursday
or Friday?

CHRAIRMAN PALLADINO: T can sese that it will

ALDERSON SEPORTING SCMPANY NC.
400 VIRGINIA AVE, S W . WASHINGTCN, 0.C 20024 202) 554-2348
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have %0 be Weidresiay, Thursday or Friday and we woul“
have tC take off at least coe topic. ¥We would alec put
Jaste? confidence in jeopariy azain decause that is cne
of the topics we were trying to have.

COMMISSIONER GILINSKY: We really ouzght to

(8]

have Lt as absolutely early as ve possibly can. = think
vhan you acre hold conto a report like this every day

counts.

of scheduling among the

(Discussicn

Commissiociters.)

COMMISSIONER AHZASVNE: Why don't we agree that

ve will have it Wednesday or Thursday at the latest. At

that tine vwe will Zdefinitely release the report no

that proposal.

matter whizh vay we come nut. I make

ATEMAN PALLADISO:

All rizht.

MRe DIRCKXS: Could you have the meeting

vithout the representativas from San Francisce reing
here?
CHAIEMAN PALLADINC: I hrve a feeling uwe can,

byt that is my feeling.

COMYISSIOSNER GILINSYY:; I think so.
CHAIPMAN PALZADINC: I think we have more

al gquestions to ask ourseivaes than wve have

=4 }
phiicsopnl

0

real gquestions to> ask then. T would like to trhink adout

ud ian there cor ast.

e
.

vhether ve va:

ALDERSON REPCRTING CCMPANY INC,

400 VIRGINIA AVE. SN NASHINGTCN, O C 20024 1202) 354-2248
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COMMISSIONER BRALFORDs Could I ask that the

staff draft yp what th2 I guess show-cause crder on a

material false staterent would look like if we issued it?

SHAIZMAN PALLADINC: May I make an
observatisn., You knew, talking about a material false
statezent, ve jus: gave a 3$250,000 fine to 2 raterial
false statement where real safety was involved.

Bocﬁuse of what they did because they hal nade 3
aateriasl falses statement abcut it the public wvas
actually endanger2d., I think that ought to e a
reference point against what you think when you prepose
a civil penalty on a violation here. I am 20t say what
it is. I a3 Jjust saying there is a referance point and
don't lose sight of that reference point Decause in my
mind even though [ may come up with a violatica I am
sure it Lis of the sanme magnitude.

" COMMISSIONE® GILINSKY: #ell, I am not sure
vhich wvay that cuts. I will have to see. You know,
they have tc get into how important the safety systeas
vere and vare they exercised would they have nade a
difference.

CHAIRMAY PALLADINC: Well, I think ycu had

better start for vour plane. Ve agree that w~ will have

O
"

a neeting nex* weak on Walneslay Thursiay sad %that ve

n
Iad

will ralease part one of the repo at that tinme.

ALDERSON REPCRTING COMPANY, NC.
400 VIRGINIA AVE, S.W., NASHINGTON. 2.C. 20024 (202) 3542345
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(At this pecint the pazties left the roen.)

CHAIZMAN PALLADINC: Are there any other

coaments on this topic?

(No responsa.)

Re vill stand adjourned on this meeting.

we will

receass for a fev 2inutes and then ve

vill gc into the affirmation/discussion session.

(Whereupon, at 3:;30 pe2., the meeting

adjourned.)

ALCERSON REPCRTING COMPANY, INC,
400 VIRGINIA AVE., 3 W, WASHINGTON. 2 C 20024 202) 5%4-2345
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