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Deputy General Counsel

Attachments: May 12, 1982 Petition
Sept. 22, 1982 Decision, DL-82-10

Commissioners' comments or consent should be provided directly
to the Office of the Secretary by c¢.o.b. Monday, November 22, 1982.

Commission Staff Office comments, if any, should be submitted
to the Commissioners NLT Monday, lNovember 15, 1982, with an
information copy to the Office of the Secretary. If the

paper is of such a nature that i: requires additional time

for analytical review and commert, the Commissioners and the
Secretariat should be apprised of when comments may be expected.

DISTRIBUTION:
Commissioners
0GC

OPE

REGION V

EDO

ELD

SECY






SOARD OF TAUSTIES

————————————
shull n ABLEIN Owtn Ot
AEOMALD ALLET™E NOT OATTUWG
BATAAD T DERMAR WETOR M PaLmEN
MOWARD L MTAMAN PON PATION
PeaL B RERRY 10w R PuALPY
CLOrPRrY COwAN WRLAM PALL)

MARQOT L PRUER
Pavis m FuLD

SOMLAT A CALENFID
CANLTLE W mMaLL A
CZANTE W HOADWTT
ALYin L Lagiir
WERAL, R KA
WESLEY manr

QLA™Y MLaDi

SAANT N RUBMEOATW
WAL, R BRAMRG
STANLEY K Snliebave
MARO N LELAND
ALkn 3TamM

FTTWAAT L UOALL
POMALD M wEiLmG
FRANGHE W wriAT
wIANLS wOLPEN

CENTER FOR LAWL<272"
IN THE PUBLIC INTEREST
10041 WEST PiCO BOULEVYAAD
THIRDPLOOR L e At
LOS ANGELES, CALFORNM doome |+ |
TELEPHONE (213 4703000

. -

May 12, 1982

LIGAL STARE

TROTHY § FLmw
WWCAS OVTYENT M
CARLNL W maLl M
Hown b SuL LBy
Ot A MEYNOL
FAIDAK © woOCNEA

OF COUNSEL

ROBEAT SEnat
GECHFALY COman

ADMINISTRATIVE CERICER
MARENA M EwA WAL

VISITING FELLOWS

WICHAEL S GIviAar
ERE maAvan
SRUSE WL O

Mr. Rarold Denton

Director of Nuclear Reactor
Regulation

United States Nuclear
Regulatory Commission

washington, D.C. 20555

Dear Mr. Denton:

This is a request for action by the Director of
the Office of Nuclear Reactor Regulation ("NRR")
pursuant to 10 C.F.R. § 2.206(a).

On behalf of the Jliint Interveno:sl/ to the
Diablo Canyon Nucle»: Powe: Plant ("Diablo Canyon")
licensing proceeding, we hereby reguest (1) the
iesuance of an order to show cause why Pacific Gas
and Electric Company ("PG&E") should not be directed
to file forthwith the reguisite amendments to the
pending operating license applications for Diablo
Canyon in light of the extensive ané conceded
restructuring by PG4E of the Diablo Canyon Project
organization and management; and (2) subseguent to
the filing of such amendments, a hearing to
determine the consistency of the restructured
organization and management with all applicable
provisions of the Atomic Energy Act, 42 U.S.C.

§§ 2011 e: seg., and the Commission's regulations.

3/ The San Luis Obispo Mothers for Peace,
Scenic Shoreline Preservation Conference, Inc.,
Ecology Action Club, Sandra Silver, Gordon Silver,
Elizabeth Apfelberg and John J. Forster.
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The actions reguested are authorized by 10 C.F.R.

§ 2.202(a) and § 189(a) of the Atomic Energy Act,
respectively, and are essential prereguisites to NRC
approval of the pending license applications (or
reinstatement of the suspended low power license) in
order to assure compliance with 10 C.F.R, § 50.34
and 10 C.F.R. Part 50, Appendix B.

By letters dated March 22 and April 22, 1982,
and in a meeting held on March 25, 1982, PG&E
informed the NRC Staff that the Diablo Canyon
Project organization would be substantially
restructured in order to integrate Bechtel Power
Corporation ("Bechtel") as the new project manager.
Although the scope of the work and the precise
division of functions has not yet been specified in
detail, PGSE has apparently delegated to Bechtel the
responsibility for completing the remaining work
necessary tc cbtain operating licenses for Units 1
and 2. As G.A. Maneatis, PG4E Senior Vice President
for Facilities Development, explained in a General
Information Bulletin (see attached) submitted to the
NRC on April 22:

Effective immediately, the existing
Diablo Canyon Project organization is
restructureéd. . . . Mr, Roward B. Friend
cf Bechtel Corporation is Project
Completion Manager and will direct a
clesely integrated project team of PGSE
and Bechtel personnel. . . .

Reporting to Mr., Friend will be a
Management Team which will direct the
day~-to-day work required to bring Units 1
and 2 into early commercial operation.
The project team will be supported by a
matrix of chief engineers, managers, and
staff specialists from both
companies. . . .
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The contemplated reorganization affects every
essential component of the Diablo Canyon Project
organizational structure, According to the new
project organization chart, Bechtel will supervise
guality assurance for the project, licensing
management, engineering management, quality
assurance management, and various other functions
essential to design, construction, and completion of
the facility. The magnitude of this organizational
change is plainly evidenced by the fact that, in
order to accomplish its task, Bechtel expects to
assi¢n 150 to 200 of its personnel to the project.
Meeting Transcript, at 17 (March 25, 1982).
Moreover, with regard specifically to the critical
qguestion of quality assurance at Diablo Canyon,
project manager Friend has informed the NRC Staff
that "PG&E will use Bechtel['s gquality] assurance
program” and that "it may be a more beneficial way
for the project to proceed to have the Bechtel
people . . . work under the traditional Bechtel
{quality assurance) program. . . ." Id., at 18.

Despite the obvious significance of this
reorcanization, PG&E has failed to submit any
amendment to its applications for coperating licenses
at Diable Canyon. 1In so doing, it has ignored the
explicit regulatory requirements imposed by
10 C.F.R. § 50.34, regarding the information
essential to applications for construction permits
and operating licenses, and 10 C.F.R. Part 50,
Appendix B, recarding quality assurance.

Subsection (b) of 50.34 requires that:

[elach application for a license to
operate a facility shall include a final
safety analysis report . . . [which] . . .
shall include the following:

L] * *
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(6) The following information
concerning facility operation:

(i) The applicant's organizational
structure, allocations or responsibilities
and authorities, and personnel
gualifications reguirements.

(ii) Managerial and administrative
controls to be used to assure safe
operations., Appendix B, "Quality
Assurance Criteria for Nuclear Power
Plants and Fuel Reprocessing Plants,” sets
forth the reguirements for such controls
for nuclear power plants and fuel
reprocessing plants. The information on
the controls to be used for a nuclear
power plant or a fuel reprocessing plant

- shall include a discussion of how the
applicable reguirements of Appendix B will
pe satisfied.

* * *

(7) The technical qualifications of
the applicant to engage in the proposed
activities in accordance with the
regulations in this chapter.

* * *

10 C.F.R. Part 50, Appendix B, incorporates the
provisions of § 50.34 as follows:

Every applicant for a construction
permit is required by the provisions of
§ 50.34 to include in its preliminary
safety analysis report a description of
the quality assurance program to be
applied to the design, fabrication,
construction, and testing of the
structures, systems, and components of the
facility. Every applicant for an
- cperating license is required to include,
- in its final safety analysis report,
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information pertaining tc the managerial
and administrative controls to be used to
assure safe operations,

»* * *

Appendix B then details specific requirements
governing the applicant's guality assurance program,
requirements plainly applicable at Diablo Canyon
recardless of the fact that the responsibility for
design, management, and control of the quality
assurance program for the facility has now been
unilaterally transferred by PG&E to Bechtel.

Neither PG&E nor Bechtel has even
acknowledged -- much less complied with -~ these
unequivocal regulatory requirements. No
demonstration of the adeguacy of Bechtel's gquality
assurance program has been made, no amendment to
PG&E's license applications or tec the Diablo Canyon
FSAR has been submitted, and no detailed delineation
of the changes in the Diablo Canyorn Project
organizational structure, responsibilities, or
managerial controls has been provided. Given the
undeniable breakdown of PG&E's quality assurance,
progran revealed during the past several months,=

2/ See R.F. Reedy, Inc., "Quality Assurance

Review and Audit Report of Pacific Gas and Electric
Company® (March 8, 1982), which concluded that:

The PG&E Quality Assurance program
for design work was not adeguate in
areas of policy, procedures and
implementation. The Quality
Assurance organization had
insufficient program responsibility.

3 A general weakness existed in
internal and external interface and
document contreols. This questions
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the extensive restructuring by PG&E and the
delegation of its obligations under the regulations
must be closely scrutinized to assure that PGSE's
past failures will not be repeated.

Section 50.34 and Appendix B to 10 C.F.R. Part
50 require license application amendments in order
to reflect the precise nature and effect of
Bechtel's invelvement in the design, construction,
anéd management of Diablo Canyon. 1Issuance of an
order to show cause is clearly warranted, therefore,
to compel the filing of such amendments by PGSE. 1In
order to determine the propriety and implications of
such amendments, the parties to this proceeding are
entitled tc a hearing prior to approval or denial by
the NRC of any of the pending Diablo Canyon
cperating license applications. See Sholly v.
U.S. Nuclear Reculatory Commission, 651 F.2d 7180
(D.C. Cir. 1980), cert. grantec, 101 U.S. 3004
(1981); Brooks v. Atomic Energy Commission, 476 F.2d
924 (D.C., Cir. 1973) (per curiam); Westinghouse

(footnote 2 cont'd)

whether appropriate design
information was being exchanged and
utilized by design groups and
consultants. One concern is if the
latest Bosgri seismic data was (sic)
inputted for design analysis.

3. The design verification program was
not formalized and was inconsistently
implemented and documented. This
included major gaps in design
overviews of the design approach for
mechanical and other equipment.
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Electric Corporation v. U.S. Nuclear Regulatory
Commission, 538 F.2G 759 (34 cir. 1979).

Very truly yours,

JOEL R. REYNOLDS, ESQ.

JOEN R. PHILLIPS, ESQ.

Center for Law in the Public
Interest

10951 West Pico Boulevard

Los Angeles, California 90064

DAVID S. FLEISCHRKER, ESQ.

P.O. Box 1178
Oklahoma City, Oklahoma 73101

By

IBEL R. REYNOLDS
/

Attorneys for Joint Intervenors
SAN LUIS OBISPO MOTHERS FOR
PEACE

SCENIC SHORELINE PRESERVATION
CONFERENCE, INC.

ECOLOGY ACTION CLUB
SANDRA SILVER
GORDON SILVER
ELIZABETHE APFELBERG
JOHN J. FORSTER

JRR/rd
Enclosures

cc: Diablo Canyon Service List




CCOEY
| PACIFIC GAS AND ELECTRIC COMPANTY

?G—v."i ‘ 77 BEALE STRECY, SAN FRANCISCO, CALIFORNIA 94106 TELEPHONE (418) 7814201
P.O. BOX 7442, SAN FRANCISCO, CALIFCRNIA 54130 TELECOPILR (418) $43.703)

April 22, 1982

Mr. Harold R. Denton, Director

Office of Nuclear Reactor Regulation

U. . Nuclear Regulatory Comnission -
Washington, N, C. 20555

Re: Docket No. 50-275
K Docket No. 50-323
- Diablo Canyon Units 1 and 2
Facility Operating License No. NPR-76

Dear Mr. Denton:

In ocur March 25 meeting, we briefly describec Bechtel Power
Corporation's role in the completion of Diablo Canyon Units 1 and 2. 1In
that meeting, we promised to provide additional information as Bechtel's
role was more clearly defined. Attached for your information s an
announcement letter and organization chart of the Diadblo Canyon Project
organization which integrates PGandt and Bechtel resources.

'



Mr. Harold R. Denton -2« April 22, 1982

We believe this new project organization will assure timely
conpletion, 1icensing, and operation of Diable Canyon Units 1 and 2.
PGands and Bechtel are available to meet with you and your Staff at its
convenience to discuss any questions you may have regarding this new
project orgamization. As acdditional information relating to the new

project organization becomes available, 1t will be provided to you.

Yery truly yours,

Philip A. Crane, Jr.

PAC:LS
Attachment

ce (w/enc.): Mr. Frank J. Miraglia, Jr., Chief
Licensing Branch No. 3
Division of Licensing 3
U. S. Nuclear Regulatory Comission
Washington, D. C. 20555

Mr., Kans Schierling, Project Manager
Licensing Brancn No. 3

Division of Licersing

U, S. Nuclear Regulatory Cormission
Weshington, D. C. 20555

Mr. Bart Buckley, Project Manager
Licensing Branch No. 3

Pivision of Licensing

U. S. Nuclear Regulatory Comission
Hashington, D. C. 20855

Service List
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prson 0a SR, VICE PRESIDENT
Deraerw™  FACILITIES DEVELOPMENT
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SunesT Dfab1o Canyon Nuclear Power Plant
<. Integrated Project Organization ..
April 22, 1982
OFFICERS

DEPARTMENT MEADS
DIVISION MANAGERS

Mr. F. W. Mielke's letter of March 22, 1982, announced the engagenent‘of
Bechtel Power Corporation to act as project manager for the Diablo Canyon
Project with responsibility for completion of the remaining work necessary
to:

- Restore the Company's suspended low-power license for the plant
- Obtain a full-power ]icense for the plant
- Complete constructian of Unit No. 2

- Provide start-up engineering and construction support needed to
bring both units into commercial operation

Effective irmediately, the existing Diablo Canyon Project Organization is
restructured as shown on the attached organization chart. Mr. Howard B.
Friend of pecnte) Corporation is Project Completion Manager and will
direct 2 closely 1~tegrated project team of PGandE and Bechtel personnel.
Mr. Friend will report to me, and I will report directly to Mr. Mielke on
all matters relating to the Diablo Canyon Project.

Reporting to Mr. Friend will be a Management Team which will direct the day-
to-day work required to bring Units 1 and 2 into early cormercial operation,
The project team will be supported by a matrix of chief engineers, managers,
and staff specialists from both companies. You will be notified of the
location and telephone numbers of the project team memders as soon as this
information becomes available.

We welcome Mr. Friend and his Bechte)l associates to PGandE, and look forward
to working together to bring the remaining Diablo Canyon effort to an early
and successful conclusion. I know I can count on your continued excellent
support and cooperation:

“.

SR s

G. A. MANEATIS
GAM:adb
Attachment
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UNITED STATES. OF AMERICA
NUCLEAR RUGULATORY COMMISSION

OFFICE OF NUCLEAR REACTOR REGULATION
Harold R. Denton, Director

In the Matter of ;

PACIFIC GAS & ELECTRIC COMPANY Docket Nos. 50-275
(Diablo Canyon Nuclear Power P1ant.) 50-276
Units 1 & 2) ) 10 C.F.R. 2.206

DIRECTOR'S DECISION UNDER 10 C.F.R. 2.206

In a letter dated May 12, 1982, the Joint Intervenors'l/ to the Diablo
Canyon Nuclear Power Plant licensing proceeding directed a request for
action pursuant to 10 C.F.R. 2,206 to the Director of the Office of
Nuclear Reactor Regulation. Specifically, Joint Intervenors
requested:

“(1) the issuance of an order to show cause why Pacific Gas and

Electric Company '(PGAE)' should not be directed to file forthwith

the requisite amendments to the pending operating license

applications for Diablo Canyon Units in 1ight of the extensive and
conceded restructuring by PGSE of the Diablc Canyon Project
organization and management; and (2) subsequent to the filing of
such amendments, a hearing to determine the consistency of the
restructured organization and management with all applicable
provisions of the Atomic Energy Act, 42 U.S.C. §§ 2011 et seq.

and the Commission's regulations.”

They assert that giver the bredkdown of PGIE's quality assurance program
in the past, the extensive restructuring of PGSE and its impact on
quality assurance activities must be closely examined to assure that

past failures are not repeated. Petition at 5-6.

1/ The San Luis Obispo Mothers for Peace, Scenic Shoreline Preservation
. Conference, Inc., Ecology Action Club, Sandra Silver, Gordon Silver,
Elizabeth Apfelberg, and John J. Forster,
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Thei{r request was supplemented by an additional letter, dated

May 25, 1982, which asserted that a license amendment application submitted
by PGSE on May 10, 1982, requesting certain changes to its technical
specifications for Diadblo Canyon Unit 1, did not satisfy the Joint
Intervenors' concerns. Kotice of receipt of the Joint Interverors'
petition was published in the Federal Register on June 22,.1982 (47

FR 26954).

Discussion

On September 22, 1981, following the Licensing Board's low power
decisicn and Commission review under the immediate effectiveness rule = 2/
2 license was issued to PGAE for fuel loading and low-power testing up
to 5% of rated power for the Diablo Canyon Plant Unit 1,
Subsequently, on November 15, 1981, the Commission suspended the
Jow-power license pursuant to 10 C.F.R, 2.202, because new information
had been developed which raised doubts about the adequacy of PGAE's

quality assurance program. 3 The Commission further ordered the

2/ Pacific Gas & Electric Co. (Diable Canyon Nuclear Plant, Units 1 &
- N (1981); Pacific Gas & Electr1c

(Dwab1o Canyon Nuclear Power Plant, Units | & ¢), CLI-BT-22, 14 NRC

598 (1981).

3/ Pacific Gas & Electric Company, (Diablo Canyon Nuclear Power Flant,
Unit 1), CLI-B1-30, 14 NRC 956 (1981).
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licensee to conduct an independent design verification program on all
safety-related activities performed prior to June 1978 under all seismic
service-related contracts. Verification of quality assurance program
effectiveness was identified as a major element of the remedial

program. That program is now underway.

On March 22, 1982, PGAE announced that the Diablo Canyon Project
Organization was being restructured in order to integrate Bechtel Power
Corporation as the project manager, with responsibility for completion
of the work necessary to:

-1) Restore the low power license for Unit 1,

2) Obtain a full power 11cénse for the plant,

3) Complete construction of Unit 2, and

4) Provide start-up engineering and construction support needed to

bring both units into commercial operation.
The role of Bechtel Power Corporation was further clarified in a meeting
with NRC personnel on March 25, 1982 and i1 & letter to the Director of
Nuclear Reactor Regulation on April 22, 1982,

For Diablo Canyon Unit 1, Bechtel Power Corporation personnel, as
part of the single totally integrated Diablo Canyon Project Organization,
will act in support of PGAE personnel to help establish objectives,
schedules, programs and to monitor those items. The above activities
will be conducted in accordance with the Project Quality Assurance
Program. The Project Quality Assurance Program was developed using the
previously NRC approved Bechtel Power Corporation Topical Report on

Quality Assurance, BQ-TOP-1, modified to conform to the Diablo Canyon
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Project Organfzation. The NRC Staff has reviewed the Project Quality
Assurance Program and found it acceptable following receipt of certain
additional information contained in the Licensee's letter of August 13,
1982. Bechtel does not plan to do any actual construction work at either
Unit 1 or Unit 2, although some design activities involving additional
personnel may be performed for Unit 2. |

PG&E continues to be in control of the general design and
construction of both Units. Consequently, the introduction of Bechte)
Power Corporation into the overall Diablo Canyon Project Organization
and its related quality assurance program does not represent a significant
change to the information supplied by the licensee and reviewed by the
NRC concerning the requirements of 10 C.F.R. 50.34(a)(7). Thus, no
amendment to the construction permits for the Diablo Canyon facilities
is required, /) g

The information required by 10 C.F.R. 50.34(b)(6)(1) & {ii) to be
submitted in the Final Safety Analysis Report of the cperating license
application describes the organizational struéture and managerial and
administrative controls for the plant during operation. None of the

changes described so far by PGAE with respect to Bechtel's participation

'1/ An amendment to a construction permit is only required if there are

changes of significance affecting the principal architectural and
engineering design criteria and other bases on which the facility
was licensed. See Northern Indiana Public Service Co. (Bailly
Generating StatTon, NucTear-1), CLI-73-11, 10 NRC 733, 737 (1979),
remanded on other grounds, State of I11linois v. NRC, D.C. Cir. No.
81-1131, decided July 1, 19871,




3w

in the Diablo Canyon project alter previously supplied information
concerning how the facilities would function as operational plants. s/

However, even if the NRC Staff believed at this time that more
information is needed with respect to the operating license
applications, an order to show cause pursuant to 10 C.F.R. 2.202 would be
inappropriate., In the course of the review of operating license
applications, amendments to the application to supplement or update
information previously submitted or to demonstrate compliance with
regulatory requirements may be required. A licensee must eithgr provide
the amendments voluntarily or in response to Commission requests if
consideration of the license appiication is to continue. As a means of
obtaining information for a licensing review, an order pursuant to
10 C.F.R. 2.202 to modify, suspend or revoke a license is unnecessary where
no license has issued.

There 1s an additional reason why I decline to initiate a
proceeding with respect to the quality assurance program at the Diablo
Canyon project at this time. On June 8, 1982, the Joint Intervenors
filed a motion before the Atomic Safety and Licensing Appeal Board
requesting that the Board revoke the Diable Canyon low power operating

license, vacate the Licensing Board's conclusions in its July 17, 198)

£/ The proposed amendments to technical specifications submitted by

= PGLE on May 10, 1982 address Technical Specifications which govern
the operation of the facility. Thus, Joint Intervenors' concern
that these proposed changes are insufficient to address their
concerns is misplaced because the technical specifications to be
amended do not describe activities at the Unit 1 facility with which
Bechtel Power Corporation is involved.
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Partial Init{ial Decision as to quality assurance, and reopen the record
to consider the quality assurance and quality control issues. In
response to that motion, the Appeal Board on July 16, 1982, certified
to the Commission questions concerning the extent of its jurisdiction
to consider QA/QC issues at Diablo Canyon, &/

Thus, the question of the necessity and scope of any further proceedings
on the issue of quality assurance at the Diablo Canyon project is before both
the Commission and the Appeal Board. In view of the pendency of these
matters before the Commission and the Appeal Board, initiation of

further proceedings by me would be inappropriate. See Pacific Gas &

Electric Co. (Diablo Canyon Nuclear Power Plant, Units 1 & 2),
CL1-81-6, 13 NRC 443 (1981).

For the reasons set forth above, the Joint Intervenors' request is

A copy of this decicion will be filed with the Secrztary for the
Commission's review in accordance with 10 CFR 2.206(¢) of the
Cormission's regulation., As provided in 10 CFR 2.206(c), this decision

will constitute the final acticn of the Commission twenty-five (25) days

6/ Pacific Gas & Electric Co. (Diable Canyon Nuclear Power Plant,
=  Units T § 2), ACAE-BBT, NRC (July 16, 1982).
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after the cate of fssuance, unless the Cormission on i1ts own motion

institvtes the review of this decision within that time.

Attt DAL

Harold R, Dentor, Director
Office of Nuclear Reactor
Regulation

Dated at Bethesda, Margland
this 22 day of Septemder 1982,



