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MEMORANDUM FOR: Chairman Palladino

Commissioner Gilinsky
Commissioner Ahearne
Commis:ioner Bradford
Commissioner Roberts

FROM: James J. Cummingt, Director
Office of Inspector and Auditor

-spurrT. .._'' m r01A-81-337
"I

.

1 is aIreedom of Information Act (F0I A) request received< I I~':a.m
a sN /

teF 20, 1981, for a copy of the August 7, 1981, Office of
%

Inspector and Auditor (0IA) report entitled " Adequacy of IE investi

at th - li llam H. Zimmer Nuclear Power Station" (6c@! crc 2M
d

50-358/-0-9
m>J

w/o : I c. - +?) E
f[ h

5
As the denying official I have considered and rejected an Office of

Inspection and Enforcement (IE) request to withhold the entire. report

under F0IA exemption 7 A. IE's theory was that its release would |
.

' interfere with IE's ability to complete its current Zimmer investigation g

Oby diminishing IE's credibility thus making licensee personnel uncooperative.j
N
:s

o
I requestea IE to identify any particular segments of the report which g

a
contained factual material, the disclosure of which would interfere with y

its enforcement proceedings. The Office of General Counsel has o

assured me that the report will fit under F0I A exemption 7's threshhold o
$

requiement that it be " compiled for law enforcement purposes." I am j

denying the segments identified by IE cnder exemption 7 A (see words

underlined on pages ).

8302090148 821227
PDR FOIA
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At this point I have completed acti]n oa this request. I do not believe

this report contains any predecisional advice, opinions, or recommendations

which must be withheld under FCIA exemption 5 to protect the free flow of
.

information with the Agency. DIA expressly declined to make any

recommendations based upon this one instance and the report contains

virtually all factual material (all opinions were contained in my transmittal:

memorandum to tho Commission which is not being sought under this F0IA request).
j

However, as a cautionary measuie, 0IA double-checked through the Commissioners'

staffs to confinn that the Commission did not desire the report withheld.

|

I
In light of Chairman Palladino's September 4,1981, request for a staff

response to the CIA report (Enclosure 3), I would like to reconfinn whether

the Commission prefers to withhold the report itself. If the Commission

does not wish to withhold the report under exemption 5, please advise me

i so I may release it. Note that we are now well overdue with our response.
1

_Attarhmonte -

$^<{o.svres . As shM

i

'

cc: L. Bickwit, OG
R. Parrish, OG 3 h[
SECY.

W.Iblacfs ED0

N' Shomaker, ELD
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. ., g .,, . 9 &nInterview of Terry Harpster*

-

v
g [~')!s,,\ '\q\ Terry Harpster, Reactor Preoperations Specialist, IE, on detail as a g

and |CSpecial Investigator to the Subcomnittee on Energy, Environment, s,

Natural Resources, Government Operations Committee, U.S. House of -Y

J .''J#g

Representatives, was interviewed on March 6,1981, by Investigatore > i t 'i
'

y,

6 ./ :
. ,

o( 3.-David Gamble and John Sinclair, OIA. g
f>I
/}

,

He 1*Harpster said he worked in Region III of NRC from 1974 through 1979. "
said he was a technical support inspector initially for all plants in -
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questioned Phillip as to whether NRC had jurf sdiction over matters such
as 1) managenent problems, 2) thef t of materials from the site, or 3)
weapons violations (which Williamson understood to be within the juris-_ illiamsondiction of the Bureau of Alcohol, Tobacco and Firearms). W

recalled Phillip's saying that this was something he had to look over in -
order .to sort out Applegate's concerns. . Williamson did not recall
Phillip's singling out .any issues as to which were or were not NRC

Williamson said that after dinner at about 8:00 pm he andconcerns.
Phillip went their separate ways at the motel.

The next morning Phillip called Applegate and asked him a few additional'
Williamson said he was in the same room at the motel duringquestions.

Phillip's telephone call. Williamson said the call lasted about 10 or
Uillianson could not recall the substance of the call15 minutes.

because much of the technical aspects were foreign to him at the time.
Wil11anson did recall Phillip's going through some of the documents with

Williamson said that Phillip had reviewed the documents theApplegate. Williamson saidnight before and made some notes concerning them.
Phillip lef t Cincinnati about 10:00 that morning and he (Williamson)
left a few hours later.

iQb(EWilliamson recalled talking with Ward upon his return to Headquarters.I
He said he told Ward that the only allegation he saw that was within
NRC's jurisdiction was the issue about the piping being dropped off _ thei, 9,M Williamson said this conversation only lasted about two or three

j '. - t ruck.
minutes.

Williamson guessed that his next contact with Phillir was sonetime in
the next two or three weeks. Williamson said he later (in ?by) received

| The newscastera call from a newscaster from Channel 9 in Cincinnati.
had a copy of Phillip's letter to Applegate describing the issues to be
investigated. Williamson recalled speaking with Phillip sometime af ter

Willianson said he had no norebeing contacted by the newscaster.
contact with anyone regarding this investigation until the material case
out from the Government Accountability Project. Williamson said he was
not involved with the writing of the Region III report of investigation.;

He did not feel that he had to write anything nor did he ever feel that
he would have any input into the repert.

_

- h Interview of Terry Harpster
| 4" Terry Harpster, Reactor Preoperations Specialist. IE, on detail as a| g\\ andSpecial Investigator to the Subcommittee on Energy, Environnent,' i

- Natura1' Resources, Government Operations Committee, U.S. Heuse of
Representatives, was interviewtd on March 6,1981, by Investigators

|
| David Gamble and John Sinclair, CIA.

HeHarpster said he worked in Region III of NRC from 1974 through 1979.
said he was a technical support inspector initially for all plants in

!
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Region III. He later became a project manager for particular plants:
.first for DC Cook Unit 2, then Monticello, then both Zimmer and Monticello
at the same time. Harpster said he began his inspection activities atHe saidZimmer in October 1977 as a preoperations start-up inspector.
he was assi ned to this position until he left Region III in SeptemberF
1979; however, he had no real involvement with Zimmer af ter the Three

CD4I) accident in March 1979. Harpster said that a pre-Mile Island
operations inspector picks up a plant when construction is far enough
along, i.e., about 60 percent completed, to review certain programs,

the quality control program for preoperational work. Harpster
e.gs,
said that Tom Vardel was his counterpart as the lead construction inspector.there was aVandel had inspected Zimmer prior to Harpster's arrival cut
period of overlap when they. both sorked there. Harpster said John Menning
worked with him as a preoperations inspector who he was training..

the NRC because theHarpster said that Menning "took one look" and lef t
program was so bad. He related that one of Menning's rer*ons for leaving
was that he saw how little support the inspectors Fot or, the job.
Harpster understood that Menning left to attend the University of Arizona
where he is working on his Ph.D. in metallurgy.

i
_

Harpster said that when he picked up Zimmer the licensee (Cincinnati Gas
1 and Electric Company) had little appreciation for the amount of resources
g

He said they barely met ANSI Standard 18.1 whichneeded for the plant.
~

is the criteria for staffing. Harpster explained that even this standard

{{
I

ir a loose one which has since been upgraded. Harpster said that one of-

his jobs was to show the plant management what was required to get the
He said that his inspections docunented a number'

plant off the ground.
of problems at Zimmer. Harpster said that, for example, the employee
who was being placed in charg of the start up operation only had about
three months of actual experience in the plant. He explained that the
licensee counted as nuclear experience the amount of time operationsAnother example
employees were onsite during the construction of Zinmer.

that, once the partswas his impression that the plant personnel felt
were bought for the plant, they did not need any support from their

He also believed that many plant personnel felt acorporate offices.was similar to the operation of a fossil fuel plant.nuclear plant
Parpster said that he tried to resolve some of these problems infornally;chain to Vice Presidentincluding going up through the licensee nanagement
Earl Borgmann, but with no luck.

,

Harpster said he was successful in getting a meeting set up in Bethesda
to discuss apparent weaknesses with licensee's organization and staffing.

'

He said this meeting was held on July 13, 1978, only after he " screamed"
at licensing officials in Bethesda, particularly Irv Peltier who was
then project manager in NRR responsible for issuing the safety evaluation
report (SER). Harpster said that he presented his concerns at thatHe recalledmeeting and the utility agreed to upgrade their program.
that the specific responses was to " buy" an engineer from General Electric
to assist them.

Ah
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the overall problem war -that NRC's - lic'ensinc, processHarpster said . that
was rollins msch f aster than he could " ratchet" in'provements at . the

Harpster said that NRC's requirruents were a "jokc.." - Heplant end.
said that NRR was about tn is. sue the SER and they set up a meeti.ng of
the Advisory Committee on Reactor SafeFuards (ACRS) to which he was not

.
invited. _

Harpster said he went up the Region III management chain and presented
!

'

He recalledHe said he attended the ACRS meeting anyway.9 his cencerns.
that when 11censee officials were cuestioned by ACRS Chairman bender,Harpster noted that not

) they said several things that were not true.true, but Menning also believed they wa.re
3

<j only did he feel they were not to his boss, Robert Uarnick,
Harpster said he presented this conflictHe said that he and Mcnningnot true.

when he returned to the regional office.,

later talked with one of the licensee officials sino had testified to thewho was the plant manager of Zinmer). During their
ACRS (Jim Schott
conversation, Harpster had Warnick read Schott's testimony to Schott
over the phone.

He said that Schott then agreed that the testimony did .
Although Schott assured Harpster andnot convey the correct impression .

Menning that he would clarify this at the next ACRS meeting, he did not.
Harpster believed that Schott's subsequent testimony even aggravated his
earlier statements.

He recalled
Harpster said he briefed his management on this matter.
that hic Regional Director, James Keppler, sent a letter to the ACRS
informing them of the situation. Harpster understood that this letter
was later fowarded to the Atomic Safety and Licensing Board (ASLB).,

| after the ACRS meeting, he also informed PeltierHarpster explained that, He said that Peltier later'

(in Menning's presence) of his concerns.
clained that he did not recall Harpster's expressing his concerns toi

I

Harpster explained that Peltier is a " pro-nuclear" " pro-licensing"
employee. He also explained that during a start-up of a nuclear plant,
him.

the IE inspector is often viewed by NRRNRR is on a very tight schedule;
as an adversary when he unenvers deficiencies which NRR has already
blessed.

an IE investi-Peltier told Harpster that he informed the licensec aboutof the licensee's testimony before the
gation underway on the subject

\ g{ ' ACRS. Peltier also informed Harpster that Charles Barth, Office of the
; ,

Executive Legal Director, called James. Yore, Chairnan of the ASLBP and
'

,

\ told him to throw away Keppler's letter describing the discrepancies.latter two natters ucre the subject of aj Harpster pointed out that these
recent investigation by OIA. Harpster said in summary that this was a- t

NRR viewed IE as the bad guyssituation where the system broke down:;

!

trying to hold up plant licensing.! .

i

' J
o

.

* ''
esm.mm e-

=, ginumma e e

-,w,-.p_ w ,.. ,,,---s-.- , -g-%,-p, , - - - , - , , . , , , , -,,ynn,-,. . . - , , , , , , ,,,yo.,- .,,w.y. . . , , , , , ,-,..m ,y--,,,m-g mi._,_,,._%., , ._m. . - . . . , , .-,.,,,-.-_.,ei--e
- -



~
~ . .

.. .,
.

. ~
.

.

4

..

Harpster said that BorFeann was also putting the hea on him by. for
example, sending a letter to Keppler. Harpster also understood that the
Chairnan of the licensee sent a letter to President Carter and others.
Harpster said that it was about this time that the TM1 accident occurred.
He said he was assigned to TMI and he has not been back to Zimmer since.
Harpster said that, when he lef t, Zimmer still had problems. A principal
one was that, as a practical matter, there was no QA program for operations.
He said that all Zimmer had was one person assigt.ed to this function and
tha,t person could not possibly do all that the job required.

Harpster said that realistically the IE modular inspection program does
not deal with the things you have to focus on early in a plant's life.
He said that an inspector must deal with the problems he knows are
important and then deal with other problems in addition. Harpster said

Hethat he had to deal with the construction people somewhat at Zimmer. -
caid that the licensee had mir.imal involvement with the construction atthiseverything was controlled by its contractor. He said thatZimmer: and the contractor leaves,is a problem because, after the plant is built

,

' He saidthe licensee would not have any expertise to handle the plant.
that for example there was no one on the licensee's corporate staff for
reactor instrumentation and control systems. Harpster felt that this
licensee was "in over its head."

Harpster said that people of ten bring matters to an inspector's attention.
an inspector can deal uith some of these matters, but thereHe said that

are some which he cannot. Harpster said that sometimes aso many things3

.

are wrong that a plant is out of control. Harpster concluded that "Zinmeri{

b. . - of control." Harpster explained that a licensee's ability towas out
kg s /' get money for the construction of a nuclear power plant (by, e.g., the

i ',/ sale of bonds) is based upon the percentage of completion of the ' plant.
this results in a situation where the construction personnelHe said that

to turn things over as completed before they are ready. Harpsterattempt then happens is that the licensee staff is not properlysaid that what He said when the licensee findsprepared or trained to handle them.
things that are wrong, they cannot fix or test them properly. What they

must do is give the problems back to construction to be remedied.
Harpster said this is indicative of a construction OC program that does

He said this is a situation which an NRC preoperations inspectornot work.
tries to head off. He said that one example of this was that the licensee.

According to Harpster the time requiredhad not ordered any spare parts.
' to obtain additional or replacement equipment is so long it causes a

najor problem to licensees trying to resupply or obtain back-up equipment.

Harpster said that sometimes plant management puts so much pressure on
their personnel that the personnel cannot get things done. He said that
these personnel then smnetimes use NRC inspectors to accomplish the same
things: they feed inspectors information so it appears that the inspector
found the deficiency rather than the plant personnel. Harpster said
that, from what he could see, it appeared that the construction program

d
i

-

. - - . . ,p., - r-, - - ,, , , , _ . . _ _ _ _ _ . - - + - - _ - , - _ - - - - , , _ . - __----o - _ _ . _ _ _ _ _ _ _ _ _ _ _ _ - - -_



._ _ . _

' -,-- .___

.
. .,

.

. ~

*

.

.

)...

had defects ar.d he was about-to inherit them. Harpster explained that
he was not directly familiar with the construction activities but he saw
the results - including the QA problems. Harpster said that inspector
Fred Maura has documented buch of these problems from the operations

i side.

Harpster said that both the site construction manager, Mr. Gear (phonetic)
~

;
I

and the site OA manager Mr. Schweirs were friends of Vice President Borgmann.
Harpster believed that Schweirs was assigned by the licensee to keep the2

i plant mar.ager (Schott) under control. Harpster said Schweirs evensome of the IE inspectioncalled the regional office to try to get
Harpster said Schweirs also asked hLa to send IE,

reports changed.
inspection reports to him (Schweirs) so he could decide which matters '

4

would be sent on to Schott.

Harpster said part of the problem was that NRC does not have explicit
_

regulations to inspect against. He said that the preoperations inspector/ i
? is faced with the task of trying to get control of the site and helping*

the licensee to solve its problems. He said that the inspector does not,

[1 ~
'

document but a small percentage of this " helping work." Harpster said
i

the licensee had no people involved with preoperations and test acceptance.
4

'

h so the contractor wasHe said that everything was bouF t under contract
able to do whatever it wanted. Harpster said the licensee then had no
one who knew hev to handle the problems that were " built-in." -

Harpster said he tried to get the plant managers out to take tours of
He said that one assistant plant manager said he was scaredthe plant. there.to tour the plant because of the convicted felons working out

sometimes the licensee's own security force could notHarpster said that
handle disturbances and they had to call the local sheriff's office.
Harpster explained that there is some drinking of alcohol on all nuclear

However, the licensee at Zimmer did not have muchconstruction sites.
control of things. Harpster said there were a lot of " tough guys"
vorking at the plant and the situation got worse when they were drinking.

-
Harpster said that there are many allegations at any nuclear powerHarpster saidplant; howver, usually only a certain number are true.

. . k that one could tell that there were a large number of problems at Zinnerc

i' because so many allegations were coming up.
,

Harpster said there was a lot of pressure on individual ie inspectors'

Harpsterbecause of the monentum generated by the NRC licensing process.
said that pressure is also created on construction personnel by the
contractor's weld production schedules. He explained that the construction
manager has to have a certain number of welds completed to keep the
piping installation on schedule. He said. that problems arise when .the
construction personnel are pushed. Harpster said that for a QC inspector
to stop construction for any deficiencies, he would have to hold up many

so the QC inspectorsphases of the construction of a $1 billicn plant;
norma? ?y do what they are told.

.
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Harpster said that nuclear power plants employ personnel specificallyHe said 'that this isdesignated to serve as the liaison with URC.
helpful because it overcomes the problem IE inspectors face in trying to
find their way through the great amount of paper at the plant. Harpster
said, however, this liaison. person also " steers" the inspectors' activities.
Harpster said that dealing with .this liaison person does allow the
inspector to get through NRC's mod"lar inspection program very well.
Harpster ncted that there is no real internal audit of the NRC's inspection
prdgram. .

'

Harpster described the " helping activities" that an IE preoperations
inspector engages in as a process of getting all the procedures and
controls in place. He said that this activity constitutes only about two
lines in the IE procedures, but it is the largest part of a preoperations
inspector's time.

-..-
---

Harpster estimated that the interest cost alone is holding up construction
:-

of a nuclear power plant for one day would be several hundre.d thousand
dollars. He observed that with the increased pressure on NRC to license
power plants, he would expect even more pressure to bc placed on IE

He said that pressures on the licensee personnel to make.

inspect ors .-

exceptions to the acceptance criteria in the preoperatiens tests are
.

He said it is difficult for an IE NRC inspector to tell,-
,

very real.1 i
whether the licensee's exceptions are based on valid engineering analyses.4'

He said that all inspactors cannot possibly be experts in all areas.
Harpster said the inspectors must rely on the licensee's people to,

review the exceptions. Harpster said that this represents a flaw in the
NRC's system because the licensee's reviewers are under the same pressure
to approve exceptions. Harpster pointed out that the licensee, because

-

it is a utility company, cannot pass on the amortization- costs to the;

ratepayers until the plant reaches the point of completion, i.-e. , the
|

stage of commercial operations.
-

- Review of Welding Records

) During the period of the 01A investigation welding records were reviewedi, ', which included Radiograph Reports, Weld Rework / Repair Data Sheets andLt'
Weld Data Sheets to identify specific infornation concerning (1) datesj'
of weld rework and (2) whether or not welds had been- replaced. Complete

weld packages identifying all work on the three alSeged defective selds! c-s
7 ''. were reviewed at uhich time it was disclosed that rework was being

, [ (l) theconducted at the time the IE investigative eff ort was ongoing atI j j
Zimmer site, however, it related to one of the safety-related welds RH-

\ l / welds pertaining to welds on prefabricated pipe (spools).
. ,,,/ 42 and not

Information contained in IE Repo,rt 50-350/80-09 describes a review of
records which disclosed one welu was cut out (K-811) and replaced by a
new weld (K-916). No date pertaining to the rework was identified in

As part of the OIA review the welding records for veld
'

the IE report.

:
,

i
!
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K-811 were reviewed and as a result it was discovered that an UR/IE-2138R.L
was dated October 11, 1979, however, the date of the actual weld rework

This date precedes any NRC notice of alleged deficientwas January 1980. the sitethe Zimmer site but followed Applegate's employment atwelds atand his notification and identification of the three specific. aller,ed
defectivr> welds to CG&E officials. .

'Ihe IE report also found that none of the three welds originally welded
betueen Ji.ly 1976 and November 19/7 had received " final acceptance."
The report also indicates, however, that veld RH-42 described supra, was

indicate that it was beingincluded in a radiograph review but does not
Contrary to this, during the two periods ofreworked or replaced.

investigation (April 7-9 and April 30, May 1, 2), on site, Kaiser personnel
were reworking the stipulated wald to the extent that it was completely
cut out and replaced by a new weld. According to available veld documentation
the veld was scheduled for rework approxinately March 21, 1980, with
actual work being conducted during April and concluded with a quality

,

.

control inspection of the" final pass" on May 6,1980.

Below is a brief description of the status of the three alleged defective
welds and available inf ormation documented during the course of both the

.IE investigation and the OIA investigative effort.
|
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= t -|Weld No. IE Insestigat1on . DIA Inventigntion ., pr , , ,

y c r.;
4 ' 't i !j

Y} ,' -'

e
'

: 1. CY 606 A. First radiograph 7-15-76 incomplete A. Review of welding / quality control e c
! fusion and pentration. documentntion verified date and

r,.'i
'

,

* ' .; discrepancies. ,
, (

| B. Secnnd radiograph 6-8-77 weld repaired B. Review of welding / quality control
and necepted. documentation verified date nnd,

' '

resolution. '

C. Radiograph review 10-12-79 "some dis- C. Date not verified through avatinhie
crepancies" discovered " weld has not documentation.
received final acceptance."

;

; !

II. IIR-4 2 A. First' radiograph 8-4-76 unacceptable A. Review of welding / quality control' .

| porosity and slag. documentation verified date and din- |
crepancies.

B. Second radiograph R-10-76 weld repaired B. Review of welding / quality control f
'

i and accepted. documentation verified dnte nod t'
resolution.

C. Radiograph review 1-26-80 "some dis- C. Date not verified thru availnble docu-' crepancies," " weld hnn not been glven mentntfon. i

ii final acceptance."
' | .

:.

D. Review of welding / quality ' control docu-;,
'

| mentation diaclosed under R11-42 cut out
and repinced between 3-21-80 and -4-8n . , ,

;
U

III. K-811 A. First veld 11-9-77 missed hold point by ANI. A. Review of welding / quality control docu-
nentntinn verified date and discrepancy.

,

-

us ,

I
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B. Ueld cut out and repnited'by weld UR-K B. Review of welding / quality control docu-
936 - no date. mentation ver1 Fled new weld and date '

1-18-'

.

C. Docunented on nonconformance report C. Reviewed nonconformance report E-P.1)Rp,1
E-2138R1 - no date. dated 1-11-80.

D. K-916 had not yet received finnt acceptance. D. Review of nonconformance report E-213RRI
- closed 1-11-80.

'
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Report of Meeting

Investigators David H. Gamble and John R. Sinclair and Special Assistant

Arthur A. Schnebelen of the Office of Inspector and Auditor (OIA) met

with the following employees of the Office of Inspection and Enforcement,

Region III, on January 13, 1981:

James G. Keppler, Regional Director

Bgt Davis, Deputy DirectoyCharles E. Norelius, Assistant
g
*

to the Directoy Gerald A. Phillip, Senior Investigator

Gaston Fiorelli, Chief, Rfactor Construction and f
EngineeringSupportBranclydvinD. Ward, Reactor 8

:ss

' Inspector, Engineering Support j
_

'

Section #2, Reactor Construction & Engineering Suppor $a
gBran cA %

-

$
e

The meeting was held at the request of OIA to inform these Region III $
z

personnel of the purpose of the OIA investigation being initiated.

| These employees were informed that the investigation was directed by the

Chairman in response to Thomas Applegate's allegations as described in

the Government Accountability Project's (GAP) petition to the Special

Counsel of the Merit Systems Protection Board. They were infonned that

DIA was investigating the NRC's handling of Applegate's original allegations,

to include why certain allegations allegedly were not addressed by NRC

and whether Region III's investigation adequately dealt with the allegations
1

that were addressed.'

N
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At this point Milllip inquired whether the investigation was not actually

an investigation of his conduct. He displayed a copy of what h ::M

appeared to be a draft of GAP's petition which he said makes numerous

allegations against him by name. Keppler then inquired as to whether he

should be obtaining lawyers to represent each of his employees. OIA

confirmed that Phillip's name wtc similarly used in the " final version"

of GAP's petition. OIA indicated to all employees present that they

m :.moh had an absolute right to have a lawyer present when they were

interviewed. OIA rejected Keppler's request to advise them whether OIA
M

felt lawyerjs were necessary. OIA did briefly recount that GAP had

verbally advised OIA that they considered their allegations to' be more

against the NRC than individual employees. OIA repeated thap similarlyj

the OIA investigation would concentrate on how the gency handled the '

matter.

In response to a question about OIA's ability to investigate a matter

which also alleges that the Director of OIA did not act.quickly enough

on the earlier allegations, the group was advised that the Chairman was

aware of that aspect M u.: :tt:r and he was the one directing that 0IA

invcstigate.

The employees present raised no additional substantive questions and

generally appeared willing to cooperate with OIA. OIA asked each to

locate any documentation of their activities such as notes which they

might have so they could be reviewed during their interviews. Phillip

pointed out that he had destroyed his notes prior to having heard of

GAP's petition.

. -
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REPORT OF INTERVIDI g g

yfy.P,b f
: W y
| Janes F. Donahue, Chief Security Section, Safeguards Branch, Office of

.

f

1*nspection and Enforcement (IE), Region III, was interviewed on January 15,
,

1981, by David H. Gamble and John R. Sinclair, of the Office of Inspector,

b and Auditor.

Donahue said his only contact with either Thomas Applegate or Gerald Phillip's
investigation of Applegate's allegations was in connection with a meeting
w+th-Donahue set up anong hinself. Phillip, Applegate, and Robert Buckley..

'

(head of the Ato11c Energy Desk of the FBI's Chicago office).
Donahue

believed that Applegate had requested the joint meeting with the FBI
based upon certain criminal acts which he believed had been committed by

Donahue said he was
individuals at the Zimmer Nuclear Power Station. q
the one who set up the meeting because he was Region III's prime contact ,

Donahue said he accompanied Phillip to the neeting onlywith the FBI. ,,

to introduce everyone and then to observe. U
0
Q

Donahue could not recall all the substance of what Applegate related at8I
He did recall that Applegate played a tape on :sthe meeting.

tape recorder - explaining who each speaker was and what they were $
Donahue said Applegate felt these recordings of conves sations tLab $saying. Donahueth others provided evidence of some criminal acts.

NInh
jhe had

said Applegate's portion of the conversatient struck him as Q

Donahue said Buckley advised that, if there were any Government yquestions.
subsidies involved - either state or Federal, Applegate should pursue

O
his allegations under the provisions of the L'hite Collar Crimes Act; U

Donahue recalled that Yotherwise he did not see any- FBI jurisdiction.
Buckley further infomed Applegate that he could have saved hinself a h.
lot of money by staying home because he was not interested in Applegate's

Donahue believed that Buckley was a bit miffed at NRC forallegations.
bringing Applegate there; Donahue knew that the meeting drew Ruckley

Don 4 ue also
h

away fran some inportant work on terrorist activities.
.,, ' n t /

understood that Buckley had contacted the FBI'8 Cincinnati and bj

heir reaction to their earlier contact with Applegate.
' ' ' ~ '

donahue said Applegate questioned why phillip had not talked to rore
individuals in its investigation. Applegate named several individuals

Donahue recalled that Phillip
but Donahue could not recall tr.eir names.
responded that it was unnecessary because he had the issues resolved.

'
.

Donahue said it w3*, also clear that Applegate had a hard tine acceptinp
Rt

the difference between what fiRC was respensible for and what he felt t:
nona':ve believed that Applegate felt that IEshould be looting at.

U
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investigators should be criminal investigators looy . at all criminalg

Donahue saidviolations from petty thefts through false documents.
i

Phillip( explained to Applegate that NRC had no jurisdiction on matters'

tsch as time clock violations and industrial property protection.
Donahue said Phillip had to repeat this exolanation Overal times and it,

was clear from the discussion that this was not the first time Phillip
had told Applegate this.

Donahue said Applegate felt the Government should have been beholden to

hin for providing a great service. He said that, for exampla, Applegate

thought the Government shog1ghave paid for his trip from Cincinnati to
r

Chicago and the FBI should transportbim to the airport.

Donahue said he has known Phillip a long time, their careers having
dovetailed. Donahue had only the highest praise for Phillip's judgment

and investigative abilities.

-
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JLitMARY {... ,

In December 1980, the Gover .e c Accountability froject (GAP) made
allegations on behalf of onas Applegate 6 the effect that (a).

potentially faulty const c on existed at th Zimmer Nuclear Power
station, Moscow, Ohio, nd b) the NRC faile to properly investigate
the faulty construct' egations when t y were first brought to the y
HRC's attention in t Ja, 1980 by Mr. Appl . ate. The Office of Inspector g
and Auditor (0IA) was rected by the Ch rman of the NRC to investigate ,,,,

GAP's latter all i.e., whether Region III adequately investigated ,
,

Mr. Applegate's 1980 allegations. g
,

During the period December 1980 through February 1981, pertinent Region III3 ,

personnel were interviewed to identify what was done as a result of the g
initial allegations nade by Applegate. All available documen'ation a

,Srelating to IE regional investigative procedures and copies of nunerous
inspection and investigation reports pertaining to the Zimmer site were S

e

reviewed. g

Review of the in'erial furnished by GAP in December 1980 disclosed that %
only a limited number of the GAP allegations had been brought to the ,

attention of the Region III IE investigative staff by Applegate in o
Y

February 1980.
SO/4

Based on int rviews conducted at Region III, Ec - determined that they
;r%es iga _tive effort conducted by Reaion III had assessed the M~

allegations @Ea'd' rec'eivEd aFailable naterlad and had initiated cn uz,j,J
investigation into those allegationsWetermined to be within the purview
of the NRC. Regional personnel advised that the investigative effort
was conducted in accordance with IE procedures and that they believed
that the report thoroughly documented' discoveries surfaced during the
investigation 401A review of the investigative file disclosed that ,/

'little documentation could be furnished to supplement the Region III IE V
investigati_on report _

/,
_

g
documentationLp For example, the investigative file contains no d + ''"

and no F "ge results of interview with Applegate or principal witnessesreflecting
' record or copies of the welding documentation reviewed

by the investigators with regard to the specific welds alleged to be js .
-

defective. f.y f
I 'T

OIA review of Zimmer welding records revealed that of the three alleged
i

defective welds specifically identified by Applegate, two had been
repaired or replaced, oneEhortly beforO(K 81 and the other (RH 42) k

The IE investigative (

during#ghe IE investigative effort at the facility. rework was y
ciM -identif. : ;the dates on which the welding % had beenrencrt

N'r. '-f:r " ^ . thd - : . 9. d_.d"L~ EonductTd h ' : ,

d(if:
cut out d replaced after the initiation of the IE investigation. i E
Inter ews of " ' - " - ~d the investigator $ disclosed that they had

'

hg place. In fact
no k owledge that welding repair, on RH 42 had tak[he investigative tean 4 k
no e of the welds in questions were inspected by t

r was all pertinent welding documentation reviewed by the investigators.
*

W
%f ~ % a - A - c. c< p ad.c Kw, Q ;,,;Wrw&KN cc '

W AJ dik L a4&.~ % *pt as i s '' we,h;e opncJ ta h c4 g_ ,(ci wg,
b 0 fe ct 4e dc. % k t tk f- a(c{ fy n'Th | -vt s My 'o~ ok.so CoyltkIf

OO
_ _ _ _ _ .
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MW Applcgate% allegation con rning the installation of safety-
* r~ elated prefabricated pipe conta' ing alleged defective welds was partially

substantiated by the IE invest' tion. This allegation, as it related
to improperly " closing, ggt" ni and installing the pipe, resulted in
the region identifyingaitem o non-compliance and issuing the licensee
an " infraction." However, OIA interviews and review of records indicated
that, even though appropriate tests were ultimately conducted by the
licensee to detemine the status of welds on the prefabricated pipe,
three pieces of pipe were in fact installed by the licensee despite an

In addition, testsoutstanding C.a.,.U^ Nonconfomance Report (NR). Mop
NrA, ired to resolve the questionable welds were not conducted by Seebedy -fle rorequ

(@m-"dban "r.;;r "r;&ct ;- pasene.1 until approximately g- ce e

five months after the pipe had been released for installation (April
1980 - during the period of the IE investication). The IE investigative

report faigto sufficiently investigate this aspect of the case, ggf
during the investigation of this allegation, infomationAdditionally /-

was received that the alteration of the NR
.bich released the spool

pieces for installation - was ordered by t CG&E OT f'anaaer.] 21: f;;Q
.i-s act inc4cded-in the #-^9=44v" "enorh9 4t- m uru siy M tf

-

j
-

spe(( o ,' -

i

,
/

,

m/6n Review of records and interviews of regional personnel did not develo
'

<
,.

ys

any additional infomation regarding the third allegation - inadequatepipe flushing procedura - that was not identified in the IE investigation , Ckq
.

D

report.

inter"'re b ~fhe two rincipal members of the investigative team, .

rc dtcd ia both-ag ask that-more-detailed-infomation-could-have-been
insluded-in-the-investigative-report-and would have assisted in- presenting
a-mre-clear--cut--description nf exac41-y-what-occer-red during- the4immer-
investigation.--However,-both-individuals also stated that they believed
that the report documented sufficiently what was discovered during the
investigation. One of the members indicated that the investigation
report contained much more detail than a typical inspection report.

,

>

m.

6enera[ly,. Applegate's .ain allejgati'was "that defective welds in
ave ' een accepted, among them welds CY 606,h ety-related systems v

4 and K 811." By virture of prior IE inspections, Region III : eports
- O and 79-17, regional supervision and the IE investigators were well

aware of the chronic and long history of welding problems at Zimmer;k) specifically, that unacceptable welds in safety-related systems had for # g 3" #~2-/ all intents and purposes been accepted by both the contractor anpihe
icensee and that the Zimmer 0A/0C progiam with respect to welding wasNonetheless, the

{m
clearly not functioning in an acceptable manner.
Region III report found that Applegate's allegation in this regard was
not substantiated because the welds had not yet received " final acceptance."
When-quest-ione6about-tMs- findi ng -i t -was--the pos+ tion-of-several--of-the. 9p''

,_oJ_ occuryRegion III supervisory . staff that " final acceptance" d
until the licensee actually accepts turn over of the Ignt rom the

eld could becontractor and thus, since this had not yet occurred,
considered final . In fact, Applegate was correct both specifically and

_ _ .-__ _ __ _ _ _
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enerally in saying that defective welds in safety-related systens had [[g ~

l'

een acceptedi-furthemore, the NPC, as early as 1977-1978, was ,4 d
the fact that potentially defective welds in safety-rel systens had*

been accepted and had issued two reports on th' Ject. To say that.

Applegate's allegation was not substantiated-spp;n to M =c:tir n' ...
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1MBACKGROUND f '_

In early December 1980, NRC receive #d a copy of a petition filed with the;

Office of the Special Counsel of the Merit Systems Protection Board by)the GAP of the Institute for Policy Stadies (not a Governmental agency
on b'ehalf of Thmas W. Applegate. Based upon the allegations in this
petition, former NRC Chaiman John Ahearne requested by memorandum dated
Decenber 15,1980 (Attachment 1), "...that the OIA conduct an investigation

i

|
'

into whether de Office of Inspection and Enforcement conducted an
adequate investigation of the allegations presented to it by Thomas W.
Applegate regarding activities at the William H. Zimmer Nuclear Power

i Stati on." The Chaiman further directed that IE investigate the safety ,

issues raised by the GAP petition. DIA femally received the GAP petition
by a transmittal letter dated December 29', 1980, from the Office of the

BSpecial Counsel (Attachment 2). *

!

OIA pet with GAP representatives on JarFJary 9,1981, and on several
occasions thereafter, to discuss the allegations at which times additional
documentation was provided after NRC agreed to respect the confidentiality
of GAP's sources. Because the additional documentation related to
safety issues, DIA provided it to IE for its investigation. During
these meetings GAP explained that their allegations .should not be construed
as personal to Gerald Phillip: rather they were alleging that the NRC
did not properly address the allegations.

,

| DETAILS

,

Review of GAP Material ,

30, 1980 tfirough March 4,1981, 01A reviewedDuring the period December
the original petition submitted by GAP to the Office of Special Counsel,
held meetings with GAP representatives and obtained additional docu-
mentation (including notarized statements and tape recordings) related
to issues identified in the original petition. In addition, other

documentation was provided which appeared to pertain to separate allegations
<

of construction irregularities at the Zimmer site. Much of the infomation
furnished after the initial OIA/ GAP meeting contained statements and
interviews of individuals which occurred at points in time following the

As a resultRegion III IE investigation of the. Applegate allegations.
of tha c5cument review it was suspected and later confimed that many of
the allegations described in the petition were, in fact, not brought to
the attention of the Region III personnel at the time of the initial

The GAP petition listing the allegationsinvestigation (April-May 1980).
(pages 13 and 14) which were presented as not being appropriately investigated
is included, with enclosures, as Attachment 3.

|

|

.
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~*m- Regarding weld 'lo. CT 606, a review of records showed this weld was - - - --

.- .- first radiogra;ied on July 15. 1976 and found to have incompletc fusion . _ .2 ,,
and penetration in the areas of 0-13 and 13-16. The areas were repaired _ _ _ ,,

and the weld re-radiographed on June 8.1977 and found to be acceptable. <-

_ A review was made of the radiographs for veld quality, techniques and . _ ._ *. _ , , _ _
report accuracy by an 22S 1.evel III radiographer on October 12. 1979 as
a result of the NRC inspection conducted in 1978. The 1.evel III found
some discrepancies which have not been resolved and the weld has not'

,

received final acceptance.
,

OIA Review of Weldine Documentation Packene (Attachnent 5).

A " reconstructed" weld data sheet for this weld was located and bore the
notation " original card last reconstructed by RT data." QA star:p7 for
instructions 1. 2. 3 and 7 - i.e., proper prcedur.c fcvels. fit up and
final pass - were nissing and in the4e-place *w'aTa~rDerence to the
above quoted notation. This weld was cricinally done in mid 1976. . . . .

. .:,
According to Kaiser radiographic reports, weld rework sheets and penetrant .P... ,

- MF-J Ds. -[,'- _ LIs*/4 2k W ir44.*.'M
inspection reportsc:F'

- ^

.d' s. rb.J ^^v. dJN -*7 [M AM-

-
ma ng, s 1. .. , ,:r-=hmiw
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OIA ce Aewed dd""
h [hese packages = ~ - ri:1:2 L, On and|, among other things, it u :

3:n mi..e4 that each of these welds - at one or more times - had been
accepted by kuu luci.o-m ...lfer Kaiser. Additionally, subsequent to
acceptance each of the welds in question hs

were either rejected, cut out or repaired.
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Review of Welding Records

On February 19, 1981, OIA requested IE's senior resident inspector at

Zininer, Tom Daniels, to provide copies of the complete weld packages for

welds CY-606, RH-42, and K-811. Shortly afterward, upon receipt of

these packages, OIA reviewed each document to detennine whether any of

the welds had been reworked or replaced and whether any had previously

been accepted. OIA found that each of these welds had previously been

accepted and that two of them were subsequently cut out and replaced.

The IE report described the history of weld RH-42 and indicated its -

;

current status as being included in an ongoing radiograph review.

Contrary to this, OIA learned from the available weld documentation that
i

oo
on March 21, 1981, Kaiser officials ordered weld RH-42 cut out; by - M

April 14, 1981, the weld was removed and Kaiser personnel were working .

o

on its replacement. This rework occurred during the period of the IE S

investigation (the investigators were on site April 7-9 and April 30 - h
8

| May 2, 1981). g

The IE report stated that weld K-811 was welded on November 9,1977. U
'

OIA discovered that this date related to another weld (K-516) and that

weld K-811 was actually welded on January 30, 1979. The IE report S

|
correctly stated that weld K-811 war, cut out and replaced in accordance

with the disposition specified in NR #E-2138 R1 (Revision 1); however,

OIA compared the original of this NR with Revision 1 and found three

items of note. First, although the original NR identified problems for

both welds K-811 and K-516, Revision 1 of the NR deleted any reference

to weld K-516. OIA subsequently reviewed the weld package for weld K-
,

516 and found that the problem identified by the NRC (a missed hold

. . . . _ . . . . . . . - . . . . . . _ . . . . . . . . . _ ..._.__ _.... . . . . . . . .. _ . . .._ . .
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point) was overcome by a waiver from the authorized nuclear inspector.

Second,- the original NR carries a disposition of " accept as is" versus

Revision l's disposition of cutting out and replacing the weld. Third,

although Revision 1 appears from close analysis to have been written in

mid-December 1979, Revision I was~ typed (compared to virtually all other-

NRs which are handwritten) and carries the same October 1979 date as the

original NR. The re.="W of this action is to make it appear that the

decision to cut out weld K-811 was made before (when, in fact, it followed)
'

Applegate's employment at the site and his notification and identification

of the three specific alleged oefective welds to CG&E officials.
!

Below is a brief description of the status of the three alleged defective.

welds and available infonnation documented during the course of both the

IE. investigation and the OIA investigative effort.
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Meeting with Region III Personnel 4

David H. Camble, John R. Sinclair, and Arthur A. Schnebelen m ^It met
t

with the following employees of IE, Region IIIA Januag'13,1981:j

IY
#

~

James G. Keppler, Director, Re i

|
A.Bert navis, Deputy Director

Charles E. Norelius, Assistant to the Director

Gerald A. Phillip, Senior Investigator
7

t

f Gaston Fiore111, Chief, Reactor Construction
|

and Engineering Support Branch
.

Kavin D. Ward, Reactor Inspector, Engineering Support
Section #2, Reactor Construction and Engineering

| Support Branch -

|

eetine u= C hc r;p eo, .NA $$%;
_7

.

aA iJ the OTA investientinn hafag initiJ A pumpvo;'
'hace employees were infnmad that tha 4af -tigati .. as directe8 h the'

L Chnf man in response to Thoman Annlaceta'r dhg;tiaar ~ darcribaA in- /

b _the CAP netition to the Special hmm e =1 ef th; :'mii 3 ,;;.; 'ra+a-tinn A (
/ ~ ~f gb I p ri y were formed t DIA a inves atin le N s h yd) j n

of ppl ga e's or g al a eg tion , t inc1 e y er :ai a: le a i,k f

all ge ly re ta sed b N and whe er e on .n a 7

the aller ions th were a dra~ 4,acequa64 , f _ "4+k ..

At this point Phillip inquired whether the investigation was not actua
an investigation of his conduct. He displayed a copy of what appeared hjg
to be a draf t of GAP's petition which he said makes numerous allegations
against him by name. Keppler then inquired as to whether he should be
obtaining lawyers to represent each of his employees. OIA confirmed,

that Phillip's name was similarly used in the " final version" of GAP's ('

petition. OIA indicated to all employees present that they had an 4

absolute right to have a lawyer present when they were interviewed. OIA

b rejected Keppler's request to advise them whether OIA felt that lawyers
were necessary. OIA did briefly recount that CAP had verbally advised
OIA that they considered their allegations to be more against the NRC
than individual employees. OIA repeated that, similarly, the OIA investi-
gation would concentrate on how the agency handled the matter.

TT
Notice of Disclosure Doc. #M
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In response to a question about OIA's ability to investigate a matter
which also alleges that the Director of OIA did not act quickly enough
on the earlier allegations, the group was advised that the Chairmr.n was
aware of that aspect anA ba^-me the-en: directir.; th : CIA irc ti;; ::. -

M( NM tion 4 m ,/ [
The employees present raised no additional substantQ ookm-d 8achjt Skb

'

generally appeared willing to cooperate.si4+r-Ofa.
locate any documentation of their activities such ac notes wnicn they,

Phillipmight have so they could be reviewed during their interviews.
|

pointed out that he had destroyed is note 5 pior to having heard of
t

|
GAP's petition. 1

,

Interview of Gerald A. Phillip

Senior Investigator, Region III, IE, 'I.C. " luar

Mr. Gerald A. Phillip,jNRC), was interviewed on January 14 and 15,1981," g 2:::ry C:miook..
7, Illia , prier tr ::y ,c3;im,3-ri o, v11ae--rne Kegna I!! cf ficer 4e intercick!: w. David Gamble, and-- ,f

|
Lein, osked cr the initiatic: f the Tr-ert heterc and W. Arthur Schnebelenj7*e

John Sinclair identified thscr 1::: ::
w d,e.15 Tneno,-t,,rft..diter L 0;c, s c, _; g id.ed f/dd:g 4 54,,= oc 2e

Thillip tne oppormnity of reviewing appropriate credeuulais,Mr.
|

I Mr. Phillip began the interview by explaining that his first knowledge 7[,pg/ |

of the Thomas Applegate al tions occurred approximately February 28, )

1980. 4 Phillip recalle was contacted by Bill Ward, Executive [4 '

Office for Operation Suppo t (XOOS), IE, during which Ward related thatg
',

he had received information from one of the Commissioner's offices who
had been contacted by Applegate. According to Ward the information
related to the Zimmer Nuclear Plant site and the initial determinationWard alsowas that there may be some significance to the inform.:. tion.
related that Applegate alleged that there was a possibic conspiracy
between the site contractor and utility to cover up defective welding.

.

|Ward also stated that apparently Applegate had made previous contacts j
with the NRC and felt that he was "getting the run-around" because he
did not see NRC taking any action,

Phillip stated that he contacted Applegate the same day and obtained|

some of the general information concerning Applegate's clains. Phillip~

j also stated that arrangements were made t meet and interview Applegate i
'

for nore details. 'As Phillip recalled a ter talking initially to'

Applegate, he (Phillip) believed that there was infomation which appeared |

to be casting a shadow on NRC inspectors. Phillip contacted Ward at NRC
Ward then pHeadquarters in Bethesda and notifisd him of this fact.ind5e the initialinformed Phillip that no inspectors should be brought

phase of the inquiry and if additional personnel were required then Ward
|
'

would make someone avai b e from Headquarters. Phillip then stated
that within the next e bf days arrangements were made to have
another investigator from Headquarters meet Phillip in Cincinnati to

Ward advised Phillip that he would haveassist on the interview.y

{
*

.
9

*

-
--



__.

.

- -- - -- - - _ _ _ _ _ _

*
_..

I t

' 3
-

...

Len Williamson meet Phillip in Cincinneti to help wi the interview.
Phillip explained that the initial plans to interv v Applegate were

ious in his instruc-complicated by the fact that Applegat er ~y u

tions and guidelines for the ureting. A - -a'ad Applegate vould not
provide his address or the address of ucun.1 meeting place. Applegate
had advised Phillip that when he or the NRC investigators arrived in
Cincinnati they should call agef fic telephone nugg g g , W r" M
instructions. Phillip statedg5n, March 3 the4- af tergdriv:.ng Cincinnati,j

he contacted Applegate at which time Applegate instructed the NRC investi-
gators to meet him at an address which turned out to be a church parking

Phillip explained that he and Williamson arrived early and eventuallylot.
were approached by an individual who identified himself as Applegate.
After the initial meeting the three of them went to a rooming house that

Ap l t advised Phillip

was located orpproximately one-half block away.and Williamson that he had received threats m.N;p ega ehad the landlady at

the rooming house. From Phillip's observations it appeared that Applegate
rented a room in a house which was owned by a policeman and his wife.

Shortly af ter arriving at the house Applegate took off his jacket and reve*II]
di luoma that he was wearing a firearm. Applegate began by providing
some infomation pertaining to his background. Applegate told Phillin
that he had been employed by a security firm which did work in divorce
investigations. Initially he (Applegate) had been assigned an investigation
involving a "pipefitter" at the Zinmer site who had been suspected of
" playing around" by his wife. Af ter the divorce--type investigation had
been started Applegate began to discover information of " tine card
padding" by individuals employed at the Zimmer site. Applegate inf-d re ^P'1j

MincinnatiPhillip that his supervisor, Major Cox, contacted the utilitW
Gas and Electric (CG&E), to advise em of the discovery. Subsequent to

the contact the utility contracted t e security firm for the services of,

Applegate, provided him with a false identity 3 and instructed him to look
further into the time card padding. After Applegat.e began the assignment
he began to provide the utility with weekly reports which confirmed the

|
time card padding and disclosed a degree of collusion between certain,

pipefitters and security personnel at the site. Applegate explained tt
Phillip and provided Phillip the opportunity to review security reports
which described security guards' permitting pipefitters to leave the
site during working hours without " clocking out." Applegate also explained
that during the same time frame (December 197?-January 1980) information|

began to be developed identifving t1 qe.J11 pal, pal,p,pf figpgrns at Abb3 3 f

sit 7QT"U11p ol ; idic:?-d ++ T W y @j.,) surf aced infohifa'ti'ori~
'

oupuvisor,nr.narshall,utiliedsitemateria)>sdiscloslue, a.a Om olic pfdfa~tD'"'
and p g g i to perform work on his private residence.fd i _ ..... lip that Marshall's acts were dishonest, however, when he
(Applegate) brought the information to the attention of CG&E the company
refused to take action against Marshall. According to Applegate the

|- condoning of these type of acts was going to have a major impact on CG&E|

and, in effect, put them out of business.

.

-
.

.
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k Applegate continued by explaining some of his concerns to Phillip about

f tentially faulty welding. Phillip explained that Applegate stated tha7
? was radiographing welds which were ptgonable. Applegate did not #'

t

[ appear to knaw who was responsible for instructions: CCLE org ,

Kaiser. However, someone had directed PM to go back and "re-examine .

#welds." Applegate informed Phillip that either CG&E or Kaiser ignored se#117 oaty

eni'EN Ar=4 = 4 the velds because such ex==inations nor==F= radio h '

N vTsual inspections and not -e radiograph < 1his according to

Applegate was done at the direction of Mr. Marshall who instructed PM to
" examine" but not radiograph. Phillip stated that he believed Applegate
was referring to a specific shipment of pipe that had been delivared to
the site in the fall of 1979 and improperly unloaded (dropped off the
truck) without a quality control inspection. Applegate informed Phillip
that this incident took place around the tim = of an NRC hearing on
Zimmer. Applegate said that much controversy was generated at the hearing
regarding fuel rods that were allegedly dropped; but in fact it was '' Nvara <'vnnned.these pipes - not fuel rods - that . W i% 611 Z, /'

p M ynL Phi}1@, M g o 1sd.
' ', ! . I 'r ,2 "f

._

("aahr) and th;afde ves6 responsible for the [ualityr
he sunoH ar

Valg /msurance (QA) and juality [ontrol (QC) work related to the weld and the
structure of ti p; pipe. As a normal procedure QC inspections are not

l '

I done at the site for adequacy of the equipment or the welds. Phillip

further stated that the equipment is inspected only for damage in trans
and inventory purposes during a " receipt inspection" which does not . _ _

' include either visual or radiograpli[r exami h r welds.

Phillip said Applegate provided him with three specific e
-

welds rejected by PM but then approved by Kaiser. pp egate claimed
that one was buried in concrete and he felt the utility was not going to
do anything to correct it.

wot IhJ)O
Another en related b Phillip pertained _to Applegate's disclosure that

parently,
there e " problems" with e pipe flushing operati s.

someoneWhed informed Applegate that,as a result of, anging pipes during
the flushing procedure, deleterious substances came out of the pipes and
the " flushing" failed the test. 'Ihe individual who ved this _nroblejn

attempted to resolve it by raising the"Ysisue wilh s super %vr! - j
~

the individual subsequently quit'bMeause there
Applegate claimed thatAs the discussion continued Applegate also statedwas no action taken.
to Phillip that another ,4ggdfyidual at the site had been keeping a notebook i

or log on his observations at the site. Applegate did not identify the
individual and could not furnish specific information, such as the
content of the log or why the individual was keeping it. Phillip also j

recalled that Applegate nentioned having been trapped by a fire down in
one area of the plant.

I
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Applegate then identified an individual by the name of Murray who was'

employed by CG&E. Thillip stated that according to Applegate, Murray
was "all right" meaning that he would cooperate with NRC. Applegate then

proceeded to tell Phillj{pjaat he (Applegate) had provided Murray endSchwier_s) OA SuperM sor Information about the alleged defective walding
{' add the specuw weauons of the welds in question. Phillip believedf

-

Applegate said that Schwiers had one weld tested, found it to be defective,,

and then related that the weld would be fixed.
.

g< ontinped the interview by claimirgPhillip g g d that Apple
that-lu A . t was develope rta1 Ting to the time card padding.a .

otif gAp lagate informad hi- th2t CG& 37 N -th;r stat ~' th+Ph4114
the Kaiser Corporation Headquarters in Caligrnia of the t me c3Ed
cheating. E 9 q"a=+ te thi ::tification (epresentatives_from Kais .

ce g ob g eg _came to the Zimmer site and were informad '' =
-

_ _ _.? .u M ip
that co 4 -- _-2 J. t h ;-..J yaading. Applegate
t CG&E oJd Kaise

hat they had an individual worHe n~' m : 3.

..ffg% [ # E m th t56 ort'y - 1.. - meeting the undercover

opeun.2onwasterminatgdgecauseoftwofactors: (1) Kaiser was now
unde \ cover for CG&E; and (2) the wife of theaware that someone wasg

subject of the original divorce investigation had made visits to the
site and Applegate feared that, if he were observed by her, she might
reveal his true identity.

Applegate related to Phillip that he had been trying to bring the informa-
tion to the attention of NRC because although the time card problem was
being addressed no action was being taken about the QC issues. Applegate
told Phillip that he originally contacted U.S. Senator John Glenn's
office to apprise him of the information and obtain assistance. Senator Glenn's
office provided him with the name of James Cummings, Director, OIA, NRC.
Phillip then explained that Applegate claimed he contacted Cummings by
telephone and related the information concerning the problems at the
Zimmer site. Applegate also related to Phillip that he (Applegate)
became frustrated with Cummings as a result of several telephone conversa-
tions with Cummings which culminated with Cummings' requesting that
Applegate provide "something in writing" compiling the allegations.
Phillip stated that Applegate thought about the request over a weekend
and became angry. According to Phillip, Applegate stated that he was
upset about the request because he (Applegate) had been incurring personal
expenditures to bring the information to someone's attention and now he
was requested to do more. Applegate said he then called Chairman Ahearne's
off who apparently referred the matter to IEj.

y.y h hf] ab ip stated that Applegate s&4e -that he provided the same informationM /[$QF the Cincinnati office of the Federal Bureku of Investigation (FBI).~
-

o
*

Phillip explained to Applegate that the type of allegations [ brought to
-

the attention of the FBI were items not within the jurisdiction of NRC
and would not be addressed during an NRC investigation. Phillip also '

advised Applegate that allegations of criminal activity at the site
" v ~ - w-eq ,

.

9
4
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would have to be handled by the appropriate agency. Phillip said he -p
explained that t~ cost of construction (i.e., cost overruns) also was - ,

not a matter witnin NRC jurisdiction. Phillip explained that Applegate 8j[4
was not happy with his (Phillip's explanation regarding the NRC's

len8e the response. ,,yse a-af
q position but Applegate did no

,( * Phillip stated that the only/) remarks made by gate lated t
wa collusiovariety of roblems which allegedly indicatedpt
t there was not aApplegate stated this demonstrate

proper commitment to building a nuclear plant. plegate also stated
that as a result of his attempting to bring the information to officials
of CG&E as well as others (NRC, FBI), he had been threatened, run off
the road and his landlady had been harrassed and threatened over the
telephone. Applegate provided additional information to Phillip in the

i form of excerpts from audio tapes. According to Applegate the information
on the tapes indicated collusion between high level managers of the

Applegate played portions of tapes for Phillip which he (Applegate)
l project.

believed corroborated his allegations. Phillip said Applegate controlled
| the recorder and only played selected segments for Phillip - describing
|

the context in which each one occurred. Phillip explained that Applegate
s( aid n t - rt te release the tapes because he considered them to be .W p' " insurance." Phillip said that many of the tapes were difficult to#

understand; in those instances, Appg ing7pgwpga ig
said. Phillip thq stated thatm _,_ . ~ . . _ _ . . .--~_,...w--

-ihY6fmaYfoh W.kMndicateQti.c Lyud u.at:ri M di _collusion or cover up going on at tNe Zinnen ~- J ,
__ . _ _ _ _,

,
a was asa.; r;;c d

16=. ruaAAlp said that, after Applegate had skipped arouna on the
tapes, Applegate confirmed that he had played all the g a pfrts.

However, Phillip did state there wap[h.. grrgtppf,g_gif w C '__ gw.soffg L:that identif,ied threeAnesific welds - 7.mg jg 3..,-
AAre zu t

#=2 : d W u.c= % ._= 3 Phillip st 6m ... y.~. cu6.

4 Jm -=16. 6 cue plant are defective too general and [[ 30 percentneeded more support befor it could be investigated. 4

Additional information which Applegate furnished to Phillip related to
the manuf acture and sale of belt buckles by personnel at the site.*

Phillip stated that he advised Applegate that, although some of the
material used in the manuf uring of belt buckles may be required for

| construction purposes, i a problem which should be addressed by

)
- CG&E, the licensee, and not within NRC's jurisdictional responsibilities.

Applegate also provided ormation about people being fired for time L.)
card padding or cheating. As Phillip recalls ( however, Applegate did| vig ,.g y'

notstatethatanyoftheindividugigffr aggrgmtg | gi nvo [a se
tion into tingPhillip advised tnat thp only docurientation +_f e'' re8&.5It'# krd cheating w4e rc~ana 2- .._

/?/ Men,gafety issues.( fem.,r.ea[ringtheinitial interview were reports submitten,o ~'

I security firm (Confidential Service) who employed Applegate were -

under contract to C Phillip said Williarsson lef t the ' .Lzi : to
.

5AWkw&2^)
( ;
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He saidphotocopy these reports at the Federal Building in Cincinnati.
Williamson spoke with an FBI agent and obtained a copy of a February 14,

i

1980, FBI letterhead nemorandum which confirmed that Applegate had
.

spoken with the FBI. The letterhead memorandum also reflected that an!

Assistant United States Attorney had declined prosecution on the matter.
+.k tw L.Ji

19 Phillip recallada t... - :r a subsequent telephone conversation with
Applegate on March 4,1980, during whichthw ;;l i;;' :-t- discussed two
points: (1) what would be the best approach in trying to contact the

~

individual who quit over the flushing operation and, (2) to confirm
; details about an individual Applegate mentioned previously by the name
i of Sellers (phonetic). Apparently Sellers was still employed at the'

site and had been keeping a list of defective welds rejected by PM but
approved by Kaiser. Phillip said that he asked Applegate whether Sellers
ever shared this list with him as Sellers.said he would; Ap;1egate
responded negatively. Phillip said he also confirmed which of the
Sellers brothers at PM was the one Applegate was referring to.

!

Phillip then stated that, af ter returning to the Region III office and
reviewing some of the material furnished by Applegate, he (Phillip) had
a discussion with Chuck Norelius, his supervisor, regarding the allegations.
Phillip explained that the meeting was held to establish what issues<

were going to be investigated by NRC. Phillip also explained that he
had alreapy g e an initial assessment of the information and had informed

! Applegate whet allegations were within NRC's jurisdiction. Phillip then

! stated that he relied on his vast experience with the Commission and his
| professional experience in judging what issues were going to be ch::hed
| er investigated. Phillip continued by sta in that there were additional
|

discussions with region personnel af ter determined that the
welding allegations were going to be investigated. Phillip stated that'

Kavin Ward, an inspector, had been assigned to assist him in the investiga-
tion.

Phillipig said that Bill Ward, IE Headquarters, contacted Phillip on
March 13 to apprise him that Applegate had contacted IE Headquarters and
informed them that the PM trailer had been broken into and some records
were allegedly stolen. Phillip then called Applegate on the same day to j
obtain specific information regarding the incident. ha,Phillip recalled 7)LJ
Applegate could not provide any information related to specific documentation
which may have been taken from the PM trailer.

hsTheinterviewcontinue hillih explain [that the issues were "scoped"
but initially they were probably somewhat general in nature and not very

,

s pecific. Phillip also stated that the early briefing of Norelius was
general, however, he (Phillip) recalled providing all available documents

*

-

|
furnished by Applegate for review by Norelius. Phillip then stated

! there were subsequent telephone conversations with Applegate after
Region III sent the letter describing the allegations (issues) and scope

( of the upcoming Region III investigation. Applegate never indicated,

|
during these conversations that he was not satisfied or that NRC was

|
" limiting" or "too narrowly investigating" the allegations.

'

-: .
e

| ~ ~ ... . .
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L resp. se
rez :ini ; to questions about regional procedur s nd discussion of the
initial allegations, Phillip zeepended-by stat there were several
discussions with different regional personnel. Phillip stated he had
conversations with Messrs. Norelius, Kavin Ward, Vandel (Project Inspector),
Danielaon (Kavin Ward's supervisor), and perhaps, Fiore111 and Knop. As

,

Phillip recalled the discussions were general in nature and not too
detailed. Phillip stated that he did not recall discussing the matter
with James Keppler, the Regional Director. Phillip did state that

Len Williamson's (assigned from IE Headquarters) involvement was very,
.

!

| limited and as a result he was not requested to write or document any
information obtained during the' initial Applegate interview.'

Phillip explained that he did not believe thee there was any advanced
notification made to the Zimmer site and was about 95 percent certain
that it was a "special unannounced investigation." Phillip stated there
was no fixed policy on announcing investigations, however, probably most

|
' are unannounced. Phillip indicated that he did not believe that a .

licensee could alter " poor performance" rapidly enough to affect investi-
gations. Phillip continued by stating that he and Kavin Ward initially
went to the Zimmer site and had an entrance interview with Schwiers, the
site QA Manager. Phillip was not sure how specifically they identified
the allegations to Schweirs; they probably identified them as QA/QC
problems without specifying the area of welding. After meeting with

{ Schwiers they interviewed Alan Sellers, QC Supervisor for FM who- stated'

that he was unaware of any list illustrating welds rejected by PM which
vere subsequently accepted by Kaiser. As a result Phillip and Ward |,

! decided to inspect a representative " system of welds" in order to determine
! whether or not there was a problem with welds. Phillip recalled that!

Ward was familiar' with welding at the Zimmer site and therefore asked FM
g gj to pull radiographs and " reader sheets" to_ determine how many PM radiographPhillip '

'

M y " rejects" were overruled by Kaiser and subsequently approved.
We '" stated 9approximately 99 weld radiographs ---- i_.i.2 and only two were

overruled. Phillip explained that in both cases Kavin Ward concurred
; with Kaiser's interpretation of the radiograph.

tt t"kb.i A
Concerning the three specific welds, alleged to be defective, Phillip

<

stated the radiographs were reviewed by Ward who discove. red that problems,

i with the radiographs and/or documentation existed but had been identified
|

in a comprehensive review of PM radiographs conducted by another firm,
1 NES. Phillip advised that Ward could better answer specific questions
i - regarding the welds.
i'

Phillip then stated that he did not check into the " break in" of tl.e PM;

trailer and, in fact, did not know if the trailer was broken into or if
| documents were taken. Phillip noted that the licensee is responsible,

for maintaining the record copies of all documents, so PM's copies werel'
not the official ones.

4

'
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Phillip stated that at that time he also attempted to address the allegation
involving alleged problems in the " pipe flushing" procedures. Phillip-

advised that the allegation arose from the initial allegations made by
Applegatet however, after contacting the individual who had knowledge of
the problem (Tyner), he (Phillip) was unable to obtain any specific
information. The individual did inform Phillip, however, that-the
" hydro test" was run and the system was modified after the test thus,

<! ~ l-Cinvalidating the test. This statement resulted in an inspection which*

disclosed that the circumstances, as described by the individual, were
~

factual. Phillip then stated that the "bydro test" was going to be
rerun with an inspector present.

Phillip explained that the next allegation which was addressed had to do
According to Phillip,with the handling of five " spool pieces" (pipe).

at the time that he and Ward arrived on site these pieces of pipe were 95tA +* M
te-be in a " hold status," however, they were not " tagged" as such. The
spools were shipped by the vendor, Pullman-Kellogg, and were " unloaded"
at the site by " dropping them off the truck onto the ground." Phillip
stated the pipe was approximately 12 inches in diameter and over a half-
inch in wall thickness. Regarding the radiographing of the pipe,
Phillip explained that the pipe was radiographed by PM for "information pt
purposes" and not as part of a regulatory requirement or appropriatV
test procedure. Phillip stated that CC&E and/or Kaiser werescommitting
to radiographs and documentation as it related to the condition of the
pipe when a visual inspection would have been sufficie Phillip noted I

Ahe Mag =1 #(.

that PM found " rejectable indications"M they did not3 "
because only Kaiser could accept or reject. Subsequen
and ultimately an NR was improperly written which resulte in s d of

,

the pipe being released from the warehouse and installed. However, one!

remaining NR was written which still kept the problems with the pipe as
an open item of nonconformance. Therefore, Phillip did not believe
there was any type of cover-up; he said that Kaiser, by installing the
pipe at this point, was assuming the risk that the pipe might later be
found to be unacceptable. Phillip then stated that none of the individuals
interviewed believed that there was a " hardware problem," only a " paperwork
problem." Phillip continued by stating that a arently the QA Supervisor,

Phillip stated heSchwiers told someone to "line through" e .

interviewed Schwiers regarding the alleged instruction at which time
Schwiers denied giving anyone instructions to line through items identified

Phillip concluded this portion of tge interview by statingon an NR.
that he did not take any sworn statements u(, reports of interviews and
did not believe it was necessary.

KPhillip continued.he explain #[that, even c: ter he lef t the Zimmer
~

e

site, he thought that maybe all the work had not been done-although heAfter returninghad told CG&E that there wcu one item of noncompliance.
to Region III Phillip discussed the results of the invc stigation with
Norelius and also told Norelius that he had some . concerns and believed

.
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that more work was going to have to be done. Phillip then stated that

he returned to the site several weeks later with anather NRC inspector,,

;
Tom Vandel, to make further inquiries regarding the(Ipools ar ptpa,.e

| Phillip stated that the pipe was checked and they concentrated on the ,

" paperwork problem."

g Phillip recalled e received a call during the first day or so of the
investigation from another investigator in Region III, Jim Foster, who
advised that Applegate had called the Region and explained that he

,

'
~

(Applegate) was contemplating going to the PM people acd possibly the
newspapers. This occurred about. April 7,1980, according to Phillip.
Phillip then stated that he contacted Applegate and told him that he was
free to go to the press, however, it aliminated any chance cf Ap7 egate's1

maintaining his confidentiality. Phillip believed that Applegate did. 3
f

then go to the press, probably the Chicago Sun Times.

In response to a question regarding procedures for identifying individuals d
contacted and repo g d in IE investigations, Phillip stated that the [

Phillip then stated;

procedures do call making an identification key./
that there was no identification key for his investigation.1

Phillip said that he made one attempt to contact an individual named
"Johan" who Applegate claimed was keeping some type of journal. Phillip

' said Resident Inspector Daniels unsuccessfully tried to locate Johan
through the Zimmer switchboard. Phillip said he did not pursue the
matter further because Applegate did not supply any specifics of what
the journal contained.

,

Phillip continued by explaining that shortly after Applegate "went
public" a reporter from Channel 9, Cincinnati, contacted him to obtain,

information about the investigation. The reporter asked if he could
interview Phillip on the site or at the gate. Phillip had a discussion
with Schwiers, QA Manager, CG&E, who stated that they would permit

< -

Channel 9 to come on the Zimmer site for an intervieg in Resident Inspector, N~j
Sometime later, Mr. Altemufhle, CG6E public

Daniels' officp _ ked Phillip if he would attend a press conference
-_.

relations officer, as!

|
downtown. This apparently was done to provide the other representatives
of the media an opportunity to learn about the results of the investigation'

at the site and not just provide a story for one station (Channel 9).
Phillip then explained he went to the Resident Inspector's trailer and
was interviewed by Channel 9. Later the same day he (Phillip) went to
downtown Cincinnati to attend the press conference. Approximately 20-25
reporters were in attendance and the two main points of interest were
the welds on the pipe spool pieces which he stated were "OK" and that
the licensee was going to be cited for an item of noncompliance relating
to records and violating " hold" procedures. As Phillip recalled, one

thatreporter asked about drugs and alcohol on the site and the fact
workers were coming to work drunk or intoxicated. Phillip replied to

,
*

4

'
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the question by explaining he did not know of the allegation, as stated.
When asked rhether NRC was concerned about this, Phillip replied that it,

was the em Logr's concer, because, even if a drunk welder made a bad
weld, the C inspection program was designed to catch faulty workmanship.

,

Phillip stated that Mr. Borgmann, V.P. of Engineering, CG&E, and Mr. Altemuehle
were also involved in the press conference. (,g

Phillip explained that on May 7,1980, he had several ifferent telephone
conversations with Applegate, Bill Ward (IE Headquar ers), and Rita Giordano,

!

(reporter for the Cincinnati Inqv.trer). Apparent 1p 2--- --- new information
(tapes) whichpyyLy.R claimed indicated that CG&E had lied to NRC and
that there was a criminal conspiracy. According to Phillip he contacted
Applegate who explained that he had evidence in the form of taped conversations
with individuals which showed there was a conspiracy on the part of thei

licersee and Kaiser to prevent PM from disclosing defective welding at
i the plant. Phillip stated that he decided that if Applegate, in fact,

had this type of information it would be better to in iew Applegate

; at an FBI office. This apparently was concurred in b ard and Norelius.
Phillip explained that he then talked with Jim Donahue, Region III's
Chief of Safeguards and - requested that he make arrangements for an

; Donahue then contacted Special Agent Robert Buckley,interview date.
|

Atomic Energy Desk, Chicago Field Office, FBI. Philli stated that the
interview took place in the Dirckson Federal Building owntown Chicago i

'

at which time Applegate presented the " tapes" and mad his allegations. 4
After listening to the tapes Buckley advised Applegate that he did not / R
hear anything which constituted a violation of the Federal criminal I(

The taped conversations were made by Applegate of telephone
conversation th representatives of PM including the president of the ['statutes.

j

company,Mr.Aldrhe.

Phillip t'.:n stated that Applegate was not satisfied with the results of fI

the interview and the fact that the FBI did not accept his (Applegate's)
claim that the tapes were evidence of criminality. Phillip also stated
that Applegate was complainin of t having any money or transportation
to the airport for his return to Cincinnati and requested FBI or'

NRC transportation. Phillip stated Applegate's request was denied. At
the clo g f the interview Buckley advised Applegate that the NRC would
provide any additional information obtained and a copy of the NRC report
when the NRC investigation was concluded. Phillip also told Applegateg

that he would further review the taped conversations (which Applegate
provided) and interview Ald[idge.

Later the same day Phillip explained he was called by a reporter,
Rita Giordano, wanting to know what happened at the meeting with the

Philg stated he provided Giordano basically the same informationFBI.
Phillip went on to explain that he then made attemptsdescribed sepsa.

to contact Aldridge and eventually interviewed him on May 20, 1980. The.

next contact with Applegate came on June 7,1980, at which time Applegate
stated to Phillip that he (Applegate) was "not sitting still." Phillip

.
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advised Applegate that a report would be coming out and NRC would provide Nb(
..

a copy.t; f.rpl:;-+=

In response to questions about welding problems at the Zimmer site which
were described in Applegate's " Confidential Report" compiled during his
contract assignment at the site Phillip provided the following responses.

k ltPhillip explained there were individuals named in g:yk'sstipuict ' reports

who may have had knowledge of the welding problems; however, 4)fYid not
-

s

believe that it would have been fruitful to " track people down to obtain .

weld information" because Region III was already aware of welding difficulties
and numeroudifnspections had been conducted. Phillip added that the
specific welds in , question c~ .id be checked by reviewing radiographs.
Phillip also noted that individual welders would not be in a position to
know what subsequent actions were or were not taken to correch welds.yasu
Phillip was then provided an opportunity to review the list of allegations
described in the petition to the Special Counsel. Upon reiiewing the

allegations which had been presiogely addressed duridh,tallegations Phillip provided a response to each alleta {on identifyingis investigation #

or other Region III efforts andithoss"which appeared to be new allegations.

Phillip said there was no explicit IE policy on how to write the " details"
section of investigative reports. He said the investigator uses his
discretion to prepare the report in the way which best presents the
information to the reader. Phillip said that although et es the

report is a series of interviews, he of ten feels it is to organize

|
the report by subject matter. He said that, when this is done, there
are no documents which comprehensively summarize what each witness
stated: the report presents what each witness said (identifying them
only by title) on each issue. Phillip further stated that he believed
that investigations of allegations are best reported as follows: (1)

. state the allegation; (2) list details provided by the alleger; (3)I

) state the findings; and (4) list details supporting the findings.
I HePhillip so.id he did not take any written statements in this case.

said it is u each investigator's discretion to decide when to have A gpr
witness #bj p,gg,afat$mentg. Phillip recalled only one occasion when hei

| : _ .;; c

|
asked an alleger to sign a statement containing his allegations. Phillip

|
doubted that this approach would help pin down the allegations or help
the allegers be more accurate. Phillip said that he generally does not s-
obtain sta enents from any witnesses unless he feels he will be receiving
ccaflictingj gnificant information. Phillip said the only time the
thought even entered his mind was in connection with the circumstances
of the notation being crossed off the nonconformance report which allowed-

the five spool pieces to be installed. Phillip noted however that the
consensus, which he believed [1ncluded Norelius' view, was that this
crossing off was not that significant because the problem was still
identified in the system; therefore it turned out that statements were
not needed.

|
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Phillip said that having IE investigators administer oaths to witnesses
is a relatively new idea. He said that oaths are a useful tool, however
they are not appropriate for use :ht every situation. Phillip said oaths

have been used only sparingly. Phillip noted that IE investigators do
not have general authority to administer oaths. He said that investigators
must receive a written delegation of authority to administer oaths in
each case from the Regional Director and the delegation must receive the
advance concurrence of the Office of the Executive Legal Director in
Headquarters. Phillip believed.this was a rather cumbersome approval
process if it is really-intended that they use oaths. Phillip also

noted the practical problem that an investigator does not know what the
situation is until he gets into the field, yet the authority to administer
oaths must be requested in advance.

Phillip said that the IE Inspectors Manual is a training tool for new
personnel. Phillip said he wrote Chapter 8 which addresses' investigations.
Phillip's attention was directed to paragraph 1 on page 6 which states:

Every complaint or allegation received, regardless of the source or
the avenue of communication involved, must be evaluated and docu-
mented. There are instances wherein the complaint or allegation
obviously has no substance and it comes from an individual suffering
from a mental disorder. Even in those cases, at least a memo to i

the files should be prepared documenting the contact, the general
content of any communications and the basis for the conclusion that
the matter need not be pursued further.

Phillip responded that this passage means that investigators cannot
dismiss entire contacts without appropriately documenting it; however,
it does not require itemization of specific allegations and how each one

! would be handled.

Phillip said that people outsid the nuclear field generally do not
realize the number of checks and balances that exist at nuclear power
plants. He said that as an example it would require a lot of collusion
to get all the required signatures cns a false document such as a NR.

!

Phillip stated that, although review of documentation is necessary, it
is not true that IE inspectors limit their inspections to " paper reviews."
He said it was more *.han common for inspectors to look at the hardware
itself. He also pointed out that, under the IE modular inspection
program, the licensees notify lE of when certain tests and activities
are to be performed and IE inspectors then witness them. Phillip said |

I

|
that in this investigation Kavin i srd reviewed radiographs, which Phillip <

considered to be "hard evidence." Phillip said that IE does not have
independent capability to perform its own radiographic testing to double- fcheck the licensee's radiographs. Phillip did not consider this to be a ,'

*

problem because the licensee would not have had time to substitute
radiographs a er Ward and he had randomly selected the system they'

intended to rev w.

6
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Interview of Welding Inspector

On January 27 and 28,1981, Mr. Kavin D. Ward, Inspector, Region III,
IE, was interviewed by Arthur Schnebelen, Special Assistant and John Sinclair, i

Investigator, OIA. Mr. Ward was advised that OIA was reviewing the IE
investigative effort which was conducted as a result of the allegations
raised by Thomas Applegate of construction deficiencies at the Zimmer
construction project.

>gVA ''

Ward stated that the investigation,with Gerry Phillip regarding the
Applegate allegations va only one of 52 trips that he made to different
sites during 1980. reca11edM,e was informed of the general allega-
tions by Duane Danielson, Chief, Materials and Process Section and told
to discuss his (Ward's) participation in#Yh upcoming investigation with
Phillip. Ward stated that most of the specific information regarding
the allegations were discussed on the plane trip and on the way to the
Zimmer site in Moscow, Ohio. Ward continued by stating that he could gt 4Lg )

not recall any "real meeting" which may have taken place 4for planning gj
purposes and believed that he was involved in only two areas of the
investigation. This included the radiographs and testing techniques
utilized to test welds at the site and inspection of five pieces of pipe
(spools) which had been " dropped", from a truck when they were deliveredi

to the site. 7

As background Ward explained that he had made numerous inspections at
the Zimmer site and, in fact, had conducted a " pre-service inspection" jr '
which included an independent review of welding. a f,s ated tc#esee.p

a

1978 he had looked into several " turnover welds" We Ward

further stated that welds that are " turned over" are considered to be
" accepted" welds. Ward stated that at that point NRC would inspect the
weld documentation which presumably would no longer have any problems
and any discrepancy would have been resolved. Ward continued and explained
that af ter checking and reviewing approximately 40 radiographs and
related documentation he discovered 17 which exhibited a variety of
discrepancies. As he recalled there was one item of noncompliance
identified which pertained ta a violation of the American Society of
Mechanical Engineers (ASME) dode, Section III. Ward then stated that a

contracted by Kaiser Engineering, Inc.firm by the name of Peabod, usa

(KEI) to do the radiography sex'- The problem originally identified by
Ward regarding the radiographs indicated there may have been a problem
with the quality of Peabody's radiography program. However, Ward continued
by explaining that on a recent inspection at the site (January 1981) he
discovered a similar problem with the radiography being perfermed by a
new firm, NES. The inspection included the review of 20 radiograph
packages that had been accepted illustrating that welds were satisfactory.
Ward's inspection disclosed that four ci the radiograph packages contained
discrepancies. Based on this he notified the licensee that discrepancies
still existed in the radiography program.

.
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Following a discussion on the information describing three specific
welds alleged to be defective by Thomas Applegate, Ward stated that he
believed the investigation report properly identified the work which w.s
done to resolve the allegation. Ward explained that the report was
sufficiently detailed and probably contained more information than an
jnspectiongeportwould. . He (Ward) thought Phillip had done a thorough
3pb of reporting the information. Ward stated that the language which
indicates there were "some discrepancies" identified pertained to the '

radiograph review. In fact the information in the report is a result of .

a review conducted by NES inspectors. Ward stated that he reviewed M*

documents and radiographs which had already identified " discrepancies." #j U,

dn.guage does not address whether or bHe (Ward) did state that the t

propdr radiograph techniques / procedures.not there were defective wel
/

i Concerning the one weld identi ed as K-811, Ward responded by stating
.

that he d 4t,kgw the date that the described weld had been ps' a

by a new weld. Ward also indicated that he believed thet itTscut out
probably would have been better to identify, by date, when the weld was
replaced in order to respond to the allegation.

Ward then volunteered some infermation concerning the procedures and
philosophy of the NRC inspection program. According to Ward when an
inspector identifies a " problem" during an inspection and is assured
that the problem is documented in the licenses % systemj then IE willkg cedf d

i

i " watch it" until it is resolved. Ward stated the exception to this
policy would be if a piece of equipment was going to be instged in, ag g
area no longer accessible if construction continued, such as,,pla2M6

|
concrete. Ward explained that "as long as the plant is not ting

' and the problem has been identified, it is not our position o tellu

[them (licensee) how to resolve it." Ward was questioned as to ther
some time limit would or could be placed on a licensee to resolve "deficienciesJ" Md

; f *% Wh Ward stated that generally no action, in the form of issuing an item of
noncompliance, is taken until the contractor or licensee has accepted or .

;

certified to NRC that all work, inspection and documentation, has been |'

'

completed and " signed off." Ward also state 4 in response to questions
concerning 1976-1977 welding that still has not been " signed offj' that . ,f

/ J'

|
IE will continue to monitor or track the deficiencies until they are
resolved. When sk 3pv long that effort (monitoring) would continue #*

|' he (Ward) stated d W way to the hearings for the Operating License.
Ward stated that he could understand how the alleger may have questionsi

about items identified in the investigation report but he explained the -i
'

report does indicate that the discrepancies which were identified in the
;

i
report were considered unacceptable and would be checked in the future

i by the NRC inspection program.

Ward explained that 'the five pieces of pipe (spools) which had been#

'

" dropped" off the back ytk y loading at the Zimmer site were very<

1arge pieces of pipe an um ikely to be dar. aged from rolling off a4

truck. According to Wa the pipe was about 12" in diameter and over a

!

'
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half-inch in wall thickness. Ward stated the difficulty with the pipe
arose in the instructions given by either Kaiser or CG&E to radiograph
the ends of the pipe for possible damage. Ward stated that,because of
the type of " cap" which was welded to the ends of the tipulat:d pipg it
was not possible to determine the conditions of the welds through radio-
graphy. Ward then stated that ASME procedures require that ultrasonic
testing be conducted. The proper nethods would have been magnetic
paarticle tests or dye penetrant tests. Ward then explained why radio-
graphy would not produce the required test results.

%L nAtv0 -

Ward stated that he did not recall whetherN11 documentation related toA

the weld gth e L_2 L.... ..ci - d

Ward was reinterviewed on January 28 in the presence of Gerry Phillip
and again asked if the weld documentation, including the radiographs,
had been reviewed. Ward could not state categorically that he had ,

reviewed the radiographs and reader sheets but after consulting with
Phillip he (Ward) stated that he probably had, reviewed the radiographs.
Ward reiterated that,because the " final a ceptance" had not been made,no

j

further action had to be taken by NRC. Ward and Phillip both explained ~ " 4be

that it appeared worthwhile to include information regarding previous $r
inspections and knowledge of NRC about welding documentation problems at
Zimmer.

Ward stated that Pullman-Kellogg, the pipe manufacturer, had come to the
Zimner site to conduct ultrasonic testing on the stipulated pipe spools.
As a result of the tests the welds were determined to be acceptable. In

conjunction, conducted ultrasonic tests and also stated the welds
were acceptable. gg

7
Ward also explained that he had not intended to identify the problems

According to Ward that would be doing the licensee'sfor the licensee.
job. Ward also stated that he had been told by his supervisor not to
identify problems to CG&E and "not to get in the middle" during the
investigation.

Interview of Charles Norelius ,

Charles Norelius, Assistant to the Director, Region III, IE, was interviewed
on January 26, 1981, by Arthur Schnebelen, David Gamble, and John Sinclair
of OIA.

Norelius recalled that the allegations from Applegate came to Region III
via IE Headquarters. Norelius could not recall exactly how they came
in but he believed Applegate originally presented them to OIA. Norelius

|
located a reference in the Region III working file on this investigation

|
that the allegations were received on February 28, 1980. Norelius could

|
|

0
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not remember whether Region III received the allegat'.ons by memorandum
i or by telephone. He said memoranda are usually fror either Victor Stallo
! (Director, IE) or Dudley Thompson (then Executive Oaficer for Operations
! Support, IE Headquarters). Norelius said telephone calls from IE

Headquarters were usuall f him. He said Thompson usually made the
calls, however, William Ward (Chief, Headquarters Investigations Branch
u,nder Thompson) could have called directly.

Norelius said Gerald Phillip was his senior investigator and he relied /
~

upon Phillip to assign cases to individual investigators. He said that/
when he and Phillip discuss case assignments, they usually reserve to
Phillip and James Foster (the next most senior investigator) those cases
thst are more complex or have the potential for more visibility. Norelius
could not recall at 1 dust point he and Phillip discussed Applegate's.

I

allegations.

Norelius said that, although he was " hazy" on this point, somewhere
along the line he got the perception that trouble was possible in this

; He was sure he had this perception at least after Phillip briefedcase.
|

him about his interview ~of Applegate. Norelius did recall Phillip's
| description of his telephone call with Applegate to set up their interview.

He remembered Phillip's saying something to the effect of "Here's a guy
who claims that there's some sort of thing that sounds significant. He

believed there was a cover-up regarding these welds and he has tapes to*

prove it." Norelius recalled that Phillip's reaction was that, if
Applegate really had what he claimed he had, it may .be something significant.,

' Norelius said that based upon that assessment, they noved quickly on
! this case.

!

)- Norelius said Investigator Len Williamson (then with IE Headquarters)
accompanied Phillip for his interview of Applegate. He acknowledged
that Headquarters participation in investigations was unusua but it was
done in this case to encourage some interchange between the Region and
Headquarters for developmental purposes.

1

j Norelius said his file reflects that Phillip and Williamson interviewed
Applegate on March 3, 1980. On his return Phillip informed Norelius
h Applegate did not have everything he initially said he did. Phillip

| .t at
had narrowed the allegations to a few issues. Norelius said that he and'

Phillip discussed all the allegations, but not at length; he said that
the volume of work precludes his covering all the details so he relies
heavily on his investigators - especially the senior investigators like
Phillip. Norelius particularly recalled from Phillip's briefing that
Applegate's allegations included items such as the fabrication and sale
of belt buckles and time card cheating. Norelius did not recall ever seeing
Applegate's " confidential" reports.

Norelius imagined that Phillip probably would have consulted with Regional
construction personnel, such as Gaston Fiore111, about the allegations.
Norelius said that he (Norelius) most likely would have brought the

.
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allegations to the attention of Regional D; rector James Keppler. Norelius
said Keppler teets with Regional management at 8:00 every morning and
one of the things he alvsys mentions to Keppler are the bmportant allega-
tions that have been received. Norelius said that the importance he
attributed to the allegations can be ascertained from the promptness of
their response in light of their heavy workload. Norelius further

speculated that he probably similarly would have informed Keppler that
Phillip's interview of Applegate indicated that the allegations may not
be as serious as they originally thought.

Norelius said that, although he did not give particular instructions to
Phillip, their general procedure for the handling of allegations involves
three parts: (1) interview alleger to deternine what is alleged and
what is the basis for the allegations; (2) review the allegations to get
a clear understanding of what is to be investigated ar.d why (this analysis
eliminates allegations that are (a) not safety-related or (b) too general
to permit investigation); and (3) con igation.
Norelius said there is no IE polic%juct the sybsequent invee'4ocument' M eoncerns re raised''~

by an alleger. He said that, because of their workload, they meet with
allegers to clearly define what will or will not be investigated.
Norelits said that for example they routinely inform allegers that NRC
is interested in safety-related items but because nuclear power plants /are run by privately-owned utilities, allegers should provide information

[,,kon costs (e.g., overruns) to state regulatory agencies. Norelius said
that, although IE sometimes investigates harassment of individuals, they 4/,)

Norelius jnormally refer such allegations to thEfDepartment of Labor.
believed that P 1111p would have informed Applegate of which of his allega- {i
tions were wit. NRC jurisdiction to investigate. Norclius said that
in the last year Region III has been sending letters confirming what
would be investigated so there would be no misunderstanding. Norelius

showed OIA a letter dated March 11, 1980, from Phillip to Applegate
which described the three issues Region III intended to investigate.
Norelius noted that they received no response from Applegate indicating
any criticism of the intended scope.

Norelius said that When addressing allegations the Region normally looks
at problems broadly to assure that they are addressed. He said, however,
that when a very general allegation is received, e.g., in this case

regarding the welding, the Region cannot conduct an in-depth review of a
plant's entiro (welding) program. To cope with the allegation, they
usually try to pin down specific examples and the decision to broaden
the inquiry is based upon what develops. Norelius noted that he discussed
the scope of the investigation with Phillip af ter his first visit to the
site and concluded that additional investigation was needed.

Norelius recalled that Tom Vandel, who he believed was the Zimmer Project
Inspector, accompanied Phillip on one visit and Kavf.n Ward, one of the
Region III nondestructive examination personnel, accompanied him on a
later visit. Norelius remembered their speaking of a noncompliance for
the insta11' idle, cf pipes that should have been "on hold." Norelius

'.'
.

* "#N96N #@WD =99 ,_
_p_ ;-_~_

_

- - - - - --___________ _



_ < . _ _ .

,

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

. .
'- e

.
,

...

|' recalled discussing with Phillip the significance of this item and
whether escalated enforcement action was warranted (Norelius explained*

that he was the Region III enforcement coordinator). Norelius concluded
that this situation did not warrant stronger enforcement action because
the pipes were still iden'tified in the plant's system as nonconforming
items. gp

,

Norelius recalled an allegation by Applegate fter the investigation was'

underway that there was a cover-up involving Norelius said that
h Region III), and an FBI agent interviewed.

Phillip, James Donahue (also wi}E'* understood Applegate played a tapeApplegate jointly about this. T
recording for the interviewers and they concluded there was not much of

Norelius said he later listened to the same tape and he did nota case.
read the same significance into the conversation that Applegate did. He
said that the tape was of conversations Applegate had with PM personnel;
however, Applegate did most of the talking but attributed his statements

! to the PM personnel.
,

Norelius said that he only recalled Region III using NRC's subpoena
authority on one occasion. He did not see any need for subpoenas in
connection with IE investigations. Norelius said IE investigations are
primarily to determine facts regarding compliance with NRC's regulatory
requirements; he said the detection of criminal violations, for which he
believed subpoenas would be useful, is only a byproduct of Us investigations.

Norelius said the Region has taken signe4 unsworn statements from witnesses
for some time. He said this was done before they ever had authority to,

administer oaths and it is still done now even though they can use
i

oaths. Norelius said the decision as to when to use signed, unsworn
He said that an

! statements is left to the investiggtor's discretion.
example of when they would be used rrr!' be when specific details, such! g
as a time sequence, are needed in a witness' own words.

Norelius said oaths are a us'eful tool, but he would not advocate their
use in all investigations. He said that, although oaths have been used
more in the preceding six to eight months, Region III's normal practice
is to not administer oaths. Norelius believed that IE investigators
should be skilled in identifying the potential for criminality in their
investigations, but he did not feel it was that necessary for IE investigators

Norelius felg t sf,s because they do not conduct criminal investigations.to administer oagh oaths would be appropriate if IE investigators were
receiving conflicting information or were not receiving the whole story.

.

Interview of Chief, Reactor Construction and Engineering Support Branch

On January 26, 1981, Caston Fiore111, Chief, Reactor Construction and
Engineering Support Branch, Region III, IE, was interviewed by Arthur Schnebelen,
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Special Assistant and Investigators David Gamble and John Sinclair,
OIA. Prior to any questioning Mr. Fiore111 was advised that OIA was
reviewing the IE investigative effort which was conducted as a result of
the silegations raised by Thomas Applegate concerning constr.iction
deficiencies at the Zimmer construction project. Fiore111 advised that
he had some knowledge of the allegations brought by Applegate and was
involved in some portion of the investigdt on eeLating to providIng-
echnical support. As Fiore111 recalled [e'rry Phillip of the nvestigative
taff hu been gi the lead on the assignment. He, Fiore11 had been

r+ad by th n stigativ ff about providing technical. support
cular investigation Kavin Ward was assigned

3 for Phillip. In ta par
to assist Phillip because there had been allegations concerning welding
and Ward was the person most familiar with welding problems at Zimmer.
Fiore111 explained that he could not recall specifically any dates on
which briefings or meeting were conducted regarding the allegations;
hwever, he was sure that Phillip had provided him with information
describing Applegate's role at the site. According to Fiore111, Phillip
stated that Applegate had been hired by CG&E to identify time card
falsification which ultimately led to identification of possible safety (
issues.

Fiore111 believed that as the investigation continued at the Zimmer
site Phillip had some private conversations and also a group meeting.wrn/ MMM Nregarding the problems identified at the site. Fiore111 could not

('/reca11[wl'o'Ispecifica113 attended the meetings, bothas sure that the
Region III procedures wedd. requiredthat a meeting would have taken

y d hag g n some timeplace. Fiore111 surmised that it pro
3I#a so stated that individualsr

who were probably ....gpygg ^gaftertheinspectig
_- _ _ . . . -- M d_m_ n were Kavin Ward,

ore
j *^

.-_

HarryDanielson,TomVgd k Knop. Fiore111 advised that Knop

was the section chief =4:: g
e

| mer.' ..y

At the conclusion Fiore111 stated that the-investigations are considered
a "very sacred activity" and h6 La ala the line groups are

very sensitive to avoid any interference W ett h.y Q , fy g,

Interview of Chief, Materials and Process Section

On January 28, 1981, Mr. Duane H. Danielson, Chief, Materials and Process
Section, Region III, IE, NRC, was interviewed by Arthur Schnebelen

| Special Assistant, and John Sinclair, Investigator, OIA. Mr. Danielson
was advised that the purpose of the OIA investigation was to determineI

the adequacy of an IE investigation which was conducted in 1980 responding
to allegations made by 'Ihomas Applegate.

Mr. Danielson began the intsrview by explaining that the region * organization
structure was such that different branches would provide assistance to
the investigative staff during an investigation depending on the specificj
area being looked into and what expertise was required. Danielson then
stated that during the particular investigation one of the members of

g34W-.
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/the team, Kavin Ward, r; h;f 'a- . ..f Danielson continued and stated*

.

that it was typical for Phillip to come directly to him and request
assistance. The situation or allegation generally dictated whether or
not there was a need to assign someone to an investigation. .".;;;:lin;;

,

/s sind o an4e Danielson,4:e then explained that once someon
nvTs8 k oninvestigation, there is little further involveme . e

d,evelops what is considered a major problem or fi ing2y]p case of
additional problems it would be necessary to have morupmeetIngs be*ueen amey
regional personnel. Danielson further explained that usually the investigations*

and reports are completed and a copy is sent . to him for information and
review. Danielson stated that he would read it for the information
contained but would not scrutinize or question the conclusions.

Danielson responded to a question concerning directions given to inspectors
who are assigned to assist investigators by tating that he instructs
his personnel "to not get in the middle" and nly assist the investigator.
Danielson also stated that he did not want t e inspector making any ,

InthecaseofthestipulatedIEinvestigationhekanielson)evaluations.
would have advised Ward not to make any evaluations concerning the

. welding and not to offer any advice to the licensee. Danielson then'O
stated that he believes that should not take a position during'

/ inspections and should provi nstruction to the licensee. Danielson
N re-&nd i, . .u.ng as long as NRC is aware that there is a problem and

.

the licensee has been apprised of the deficiency then NRC should monitor
the licenseek effort until the problem.is resolved. In-response to

questioning, Danielson stated there is no meter time frame for making a
licensee perform corrective work. Danielson stated it could be 30 days

! to several years. Danielson stated that items are discovered to be
unacceptable are usually kept as an "open item" by the inspector.
Danielson concluded by stating that he could not furnish any additional

;

information regarding the described investigation.
.

t fInterview of Chief, Projects Section

| On January 23, 1981, Richard C. Knop, Chief, Project Section, Region III,
IE, NRC, was interviewed by Artjur Schnebelen, Special Assistant and g
John Sinclair, Investigator, 017 Prior to the interview Mr. Knop was

advised that the OIA investigation was initiated.to determine whether'or
not an IE investigation conducted by Region III at the Zimmer Nuclear
Station had suf ficiently addressed the 3 '---*'- ... . ifi ... ~ ug m.. -

.. w

r----ic.;l allegations brought by Thomas ' Applegate during early 1980.I~

Mr. Knop stated that he did not believe that he had any involvement in
the planning sessions concerning the investigation at Zimmer. Knop then~

-

stated that the investigators and the investigative group have the lead j

in making decisions regarding investigations. Investigative efforts, f
accordingtoKnop,maytoug .or address areas which have been inspected

4herefore,it is necessary to have investiga M
.

or looked into in the pasty As s(nop seeki recalledtions take the lead and provide more independence.
|

i .
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Phillip informed him (Knop) that Applegate had made several allegations
and the investigative effort was going to focus on three allegations.
According to Knop this seemed consistent with information that had been
received by Phillip. Knop stated that he believed there was an allegation
about three defective welds and another allegation concerning five
pieces of pipe which were delivered to the Zimmer site and dropped from
the back of a truck. Knop could not recall the third area which was to
be investigated.- Knop explained that the main concern of the inspection
effort was to identify welds or radiographs that are questionable and
determine if there is a system to " track" the deficiencies. Knop also ,

explained that once the deficiencies were identified there would have
been no need to pursue the matter further. Knop could not furnish any
other information regarding the investigation conducted by Region III.

.

Interview of Chief, Security Section

James F. Donahue, Chief, Security Section, Safeguards Branch, IE, Region III,
was interviewed on January 15, 1981, bygDavid H. Camble and John R.
Sinclair, OIA. gM
Donahue said his only contact with either Thomas Applegate or Gerald Phillip's
investigation of Applegate's allegations was in connection with a meeting
Donahue set up among himself, Phillip, Applegate, and Robert Buckley
(head of the Atomic Energy Desk of the FBI's Chicago office). Donahue

believed that Applegate had requesteggpint meeting with the FBI
based upon certain criminal acts whichf4rtr believed had been committed by'

individuals at the Zimmer Nuclear Power Station. Donahue said he was
the one who set up the meeting because he was Region III's prime . contact
with the FBI. Donahue said he accompanied Phillip to the meeting only
to introduce everyone and then to observe.

Donahue could not recall all the substance of what Applegate related at _,

the neeting. He did recall that Applegate played a tape on a miniature -

tape recorder - explaining who each speaker was and what they were ..

saying. Donahue said Applegate felt these recordings of conversations
that he had had'with others provided evidence of some criminal acts. j

,

Donahue said Applegate's portion of the conversations struck him as j
consisting of leading questions.. Donahue said Buckley advised that, if 7 y

there were any Covernment subsidies involved - either state or Federal,
,

I Applegate should pursue his allegations 'under the provisions of the
,White Collar Crimes Act; otherwise he did not see any FBI jurisdiction.
Donahue recalled that Buckley further informed Applegate that he did not
feel the tapes provided sufficient evidence to support his allegation f
a criminal conspiracy. Donahue believed that Buckley was a. bit" miffed,oat

|
NRC for bringing Applegate there; Donahue knew that the meeting drew
Buckley away from some important work on terrorist activities. Donahue
also understood that Buckley had contacted the FBI's Cincinnati office
and heard their earlier contact with Applegate.

[

|
'

|
-

.

- -- - - - - , = _ _ -
__- . _ _ . _ _ _ _ . _ . . . , _ _. __

, - --- -s v , , - , . ~ . - - , - ,,-.,,---n ,-n,, - , - - , - - - - - _- m_n-..w --,,mn-,~~- ---- . , - - - . - - - ~ , - ,- , - - - - - - - - - -



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

.

.
,

. .
. . ,

... ,

Donahue said Applegate questioned why Phillip had not talked to more
individuals in his investigation. Applegate named several individuals
but Donahue could not recall their names. Donahue recalled that Phillip
responded that it was unnec4ssary because he had (esolvej

Donahue said it was also clear that Applegate had a hard time accepting
the difference between what NRC was responsible for and what he felt NRC
s,hould be looking at. Donahue believed that Applegate felt that IE
investigators should be crLninal investigators who looked at all criminal
violations from petty thefts through false documents. Donahue said
Phillip explained to Applegate that NRC had no jurisdiction on matters
such as time clock violations and industrial property protection.
Donahue said Phillip had to repeat this explanation several times and it
was clear from the discussion that this was not the first time Phillip
had told Applegate this.

Donahue said Applegate felt the Government should have been * beholden to
him for providing a great service.' He said that, for example, Applegate
thought the Govermnent should have paid for his trip from Cincinnati to
Chicago and the FBI should have transported him to the airport.

Donahue said he has known Phillip a long time, their careers having
dovetailed. Donahue had only the highest praise for Phillip's jud ent

and investigative abilities b%ka sed 9M#!p 73 cogJen) bt.

k " bes ef W hvutEytees.

Interview of Regional Director

On January 29, 1981, Mr. James Keppler, Director, Region III, IE, 9NNgp
was interviewed by M;;;rr Arthur Schnebelen, Special Assistant and
John Sinclair, Investigator, OIA. Mr. Keppler was apprised of the -

nature of the investigation and requested to furnish information regarding
his role or involvement in the investigation conducted by Gerald Phillip
at the Zimmer Nuclear Power Station during 1980.

Mr. Keppler explained that his recollection of the initial investigation
kaste limited. According to Keppler he did not actively participate in the

decision-making process as to what information provided by the alleger,
Ihomas Applegate, was ' going to be fell.- J up cr investigated. Keppler
stated that the regional procedures would not normally require a meeting
with the investigative staff to determine what allegations would or
would not be addressed. Routinely there is a weekly meeting involving
management and personnel involved in various specialized activitieg
including investigations during which he would receive reports on thej

status of a particular activity. Keppler continued by explaining that
the decision-making process pertaining to allegations received by the -

investigative staff would normally only require decisions to be made
within the investigative unit and their immediate supervision. Keppler
added that the particular investigation and resulting investigative
report is fairly typical f how all allegations are investigated and

-
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euboe;;::tly documented by the region. Keppler also stated that he was'

not sure that allegations or reports would be handled any differently in
.

the future.

Keppler then stated that investigations concerning allegations at con-
struction sites are different than those relating to facilities which
have operating reactors. The distinction is that construction projects
have so many more people involved in various phases of construction atf

Je'id! jthe sites. A probica arises in - '*r; : deter *--tier :: f :icir: cf'

required to resolve the
ativeworkisge';:.L.f,broperlyscoped.

;

how much inve
e investigative effort In the -.

allegation an'

.

investigation n question, Keppler recalled that there was an allegation
|. of construction or craf t personnel reporting to work drunk and drinking

on the jobm /his particular item or allegation was not addressed r::..M..;, g.
n:p;1:r because it was a general-type allegation and not supported by3 :::

'
i ,g# much in the way of specific information. Keppler then stated that he''

was not certain thut a general allegation such as this would be taken
and investigated or investigated in-depth. The problem is basically a,

'

licensee management problem with NRC'f nterest being in whether or noti

j there was a health and safety impacterelated to the work. Keppler
' explained that the purpose of the SQA program is to ensure that any

unacceptable work does not remain uncorrected. NRC inspects against the
QA program to determine if the work is being done correctly.

;

:

Keppler also stated that he believed Region III investigative procedures
require & that an alleger be informed of what allegations or issues were }})

:

mad wert going to be investigateg ' ---(Within the jurisdiction of NR$
Keppler added thI it was also a regional policy to recontact,ghe alleger
attheconclusionoftheinvestigativeeffort*hadprovidgfanexplanation:

-

! of uhat had been identified or resolved. In some' cases reports of
investigation were sent to the allegers af ter the completion of the

!
! work.
.$

hr. Keppler was questioned as to why e L-.. of the investigative team
f

-

did not identify the dates of weld repairs or report descriptions of
discrepancies identified in the radiography review. Keppler responded
by stating that he was not aware that the welding allegations had not

,

been thoroughly addressed and reported. OIA explained that one of the
| main issues Which the IE investigation was actively pursuing had to do

In
I with alleged defective welds being initially accepted by Kaiser.

order to support that allegation Applegate provided the identification
l of three rpecific welds K811, RH 42, and CY 606. The IE " findings"

replied to the stipulated allegation by stating that one of the weldsi

had been replaced, without mentioning when the corrective work had taken
place, and therefore did not pursue whether or not a defective weld may

<

have been accepted. In addressing the two remaining welds IE explained
i that "some discrepancies" were identified in the radiography review but

decided not to undertake any additional investigative effort.

i
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Keppler explained that he was unaware of _the specific allegation as ,

described, however, he would accept- OIA's description of . the events.
) Keppler then stated that if the investigation had not given any more,

response than that described then the allegation was not thoroughly -,

addressed. Hgg Keppler7 also stated that he could understand why Applegste
or anyote making an allegation would be upset with the results of the
investigation and feel that the issues or concerns were not appropriately
aEdressed.

,

Keppler was' advised that it was the lack of documentation which produced -

questions regarding the adequacy of the investigation. In this particular

instance the lack of information in the report combined with limited
supporting documentation does not permit anyone reading the: report to I

! understand What investigative effort actually took place. Xeppler
) stated that it appeared the report required additional, or at least more.

specific, information to address the allegation.'

444

| Keppler concluded by explaining it was his perception that en obvious
'

3

weaknessidentifiedasaresultggh,e IA effort relatepd to the entirei

_
: _ :: :::h the performance of

Region III investigatige prograag --_ hat apparently he and the regional!

individuals. Keppler then stated t
management had not been reviewing the results of the investigative

;

program to ensure that there were clear and complete responses to the -!

allegations. Following t s, st t ent Keppler suggested the possibility
of additional review of repo o see if the language clearly answersaJ
the question (s) raised. Keppler then stated that one alternative would ,

be to furnish the report to the Public Affairs Office who could review
the material from a non-technical perspective and see if the language
clearly explains What was done. Keppler believed this would increase
the region's ability to provide complete and understandable responses to:
allegations.'

7

Interview of Former Project Inspector

Mr. Thomas E. Vandel, Resident Inspector, Wolf Creek Nuclear Site, Wolf
Creeh Kansas, was interviewed on February 18, 1981, at the Kansas City

| Airport, Kansas City, Missouri, by David Gamble and John Sinclair,4

Investigators, O M NRG6 Mr. Vandel was advised that the purpose of the
investigation and Tnterview was to determine what knowledge he had
nertaining to cliegations raised by Thomas Applegate regarding deficiencies
in construction at the William H. Zimmer Nuclear Site, Moscow, Ohio.,

Mr. Vandel began the interview by explaining that he had been involved
with the Zimmer nuclear construction site for approximately five years.
Vandel also stated that it was the usual policy for a Project Inspector .

'

(PI) to be assigned to a particular facility for only approximately
three years. The purpose is to prevent familiarity between NRC inspectors

. and the licensee and enable a rotation of inspect 6ee. Vandel stated
| e'b.
I

i '.-
.

.
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A
that d~ .;;;; he had been extended for two additional years *es the3
request of two supervisors, from Region III, Mr. D. W. Hayes and Mr. Dick Knop.
Vandel also stated that during the period he was PI at Zimmer he had
been involved with as many as seven nuclear utilities and inspections at
those facilities. Two of~the facilities for which he was also the PI
was the Midland Nuclear Site and the Clinton Nuclear Site. |

Vandel continued by stating that he did not believe that even at this
f'time there was an NRC resident inspector at the Zimmer site who was f

responsible for or experienced solely in construction. Va e stated ,

that the first NRC inspector to be assigned at Zimmer was Daniels,

who was responsible for preoperational inspection at the facility.
Vandel also stated that the facility is so close to completion that
Daniels would be an appropriate inspector to be at the site when they
start preoperational testing.

Vandel explained that as he recalled there were NRC hearings regarding
other allegations at which he testified over a year ago. The hearings ,gg
dealt with questions regarding the licensing of the project. kglso

*

involved in doing some research about allegations, which were raised by
intervenor groupp,;tre """; Vandel explained there were several issues ,)he could recall wEich were being addressed by the NRC: (1) cable trays
and welding regard ngthe cable trays; (2) installation of water-tight f

' g, doors and a44eged eficiencies; and, (3) water intake structures in the \
Vandel furtherplant and rotating screens to bring in river water.

stated he believed the allegati.as were a result of intervenors' challenging
these particular areas and the Atomic Safety and Licensing Board had
requested the staff, both NRR and IE to investigate and report back to
the Board.

Vandel stated that he remembered the Applegate allegations and briefly
could recall what Applegate's role had been at the plant. According to

hVandel, Applegate had been an undercover investiestor employed by the _Vanjef[te,

|

licensee, CG&G at the Zicner Nuclear Site. %)ometime af ter Applegate f(gj/
lef t the site and was no longer employed by CG&E, ";nd;l l m. ; Applegate
called the nr.gion III office and made allegations regarding the Zimmer

Vandel stated that he could not remember what the specific allegationssite. there was one specific area that he was-'- -d

|
were; however, "- ' '

' personally involved in regarding the delivery of pipe spools at the site
and their subsequent " dropping off a truck." This was th; ;;rti;_1;r
meeer-es.one of the areas that Gerry Phillip was involved in investigating.
Vandel said that Phillip had explained the allegations to him (Vandel)

|
and he (Vandel) had arranged for Kavin Ward, an NRC Non-Destructive

i
Examination Specialist (NDE) to accompany Phillip to the site and make,

an inspection of the alleged deficiencies. Vandel then stated that he
had been involved with some of the initial er crigi-=1 planning of the

! investigation. He also stated that he had heard some of the progress as
the investigation was conducted. Vandel explained that it was obvious'

j that Kavin Ward should go to the site. Vandel further explained that he
personally made the arrangements.

'.'
.
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After the initial inspection or investigation at the site Phillip and
Ward returned to Region III, at which time Vandel stated that he and |

others received a briefing concerning information that was ditcovered.
One area that Vandel recalled was the licensee was not clear in its
instructions when they requested PM to examine the piping which fell
from the truck. According to Vandel, PM examined the entire pipe including
prefabricated welding. It was a result of the radiography that questions

I were raised concernin pipe. The radiographyjas Vandel recalledj
510'[-- caused some problems _: inly because ;f ;L. -wi radiography was not

|
' required for examinat of certain welds. Secondly, PM had conducted

~

' radiograph testing of welds which did not have the prefer configuration
for radiography readings, particularly, radiography of welds at the pipe
caps (butt welds), Vandel then stated that the licensee sought to

.
resolve the issue by bringing Pullman Power Products, the pipe manufacturer,
to the site. Sometime after it was determined that only ultrasonic /

testing would be the proper method of testing the pipe, Pullman come

to the site and perform ultrasonic testing Vhich establishe ere were
I

no defects in the welding. Vandel recalled when-he accompanied Phillip
to the site for a second review of documentation pertaining to the pipe
spools. He checked records and determined the resolution to be accurate. ~j
Vandel then stated that he reviewed specific documentstuhid. ::: nonconformance

8 #
reports, FM test 4sqt inspection reporte and Pullman examination which

/g w ultrasonic testing.vere conducted o

As Vandel continued he explained that at the time he and Phillip were at
the site ti ey checked for naterial control procedures. This was an area

where t e jig: _ rue._hef received a notice of violation for releasing some
gg The specific citation involved the failing to

.

! pip cen en.

foll w a procedure for documenting nonconformance and properly resolving
i the nonconformance before the installation of the equipment. Vandel

stated that he was responsible for initially writing up the items
(noncompliances). He recalled that he wrote two separate noncompliances ,

'

which were subsequently combined into one notice of violation by Chuck Norelius,
Region III. This was, according to Vandel, an enforcement or management
decision to combine the two noncompliance 5 (infractions) into one and use
them as two examples of one vic'ation. Vandel stated it ans his belief
that this type of procedure was consistent with Region III enforcement
practices.

-

de*
wheh ersonnel

Vandeladdedthathebelievedtherewerediscussionsheinvestigation,involved in the investigation or persons reviewing t
regarding how to handle the results. Vandel stated that this probably

involved himself, Norelius, Ward ar.d Phillip. Vandel also ex;I:1...l
15 2 . hm believed that there was one major meeting relating to the results
of the investigation to determine What action was going to be taken. .

According to Vandel, Applegate had made other allegations regarding
other activities at the Zimmer site. One of these that he could recall

,

'.-
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involved employees removing or stealing materials belonging to CG&E from
*

the site. Another allegation t' n _f; by Applegate involved thi r ,'

== the fabrication o.f belt buckles from steel materials located at=n*
the site. Vandel also explained that he was of the opinion that the
non-safety related alle ations were not going to be addressed by NRC and
that thisd.ic;r rr: plained to Applegate.'-

Vandel then stated that he believed that both Phillip and Jim Foster had
been familiar with earlier allegations and activities at the Zimmer site .

and that some of the allegations had been the subject of previous tut 6 T
investigations. Vandel abse-siated that during the 1973-74 time p?.riod
there were allegations from a former Kaiser QC inspector that a reenufacturer
was supplying poorly or insufficiently inspected materials. Vands1 continued
by stating that he participated in one area of the investigation with
Phillip and another inspector by the name of Terry Lee. On a separate car /Mr
allegation, ,..L . a rr:? ; ; ::rli:: .L_, Jim Soster investigated

allegations regarding deficiencies with the cable trays at the Zimmer
site.

I Vandel explained that he had accompanied Phillip on the second trip to
the Zimmer site to address the allegations of the pipe. spools because
Phillip had returned from the initial investigation at the site and
believed there were areas that had not been completely addressed. After
discussing the investigation results with Phillip, Vandel agreed he
should accompany Phillip back to the site. As stated earlier, Vandel

|
and Phillip were particularly concerned with possible noncompliance in

( the material control area. It was a result of the discussions with
~

j Phillip that Vandel agreed that they should return to the site and make
a more thorough investigation into the matter. Vandel repeated . that he
and Phillip only addressed the areas related to the pipe spools and _

b
material control. Vandel then stated thefKavin wara naa loonea at the (cf agd
radiography and other nondestructive examination areas which also included %, g,*k/the pipe spool welds. Vandel then continued by stating that Ward did
not look into the control procedures that permitted some sections of
pipe to be installed with t appropriate procedures. That was the sole
purpose 4farPhillip)and eturnste,to the site. According to Vandel,
Ward's efforts to addres plegate's allegations covered one level
concerning alleged weldi deficiencies.

$
The second trip and investigation at the site was another level or morej

closely scrutinized effort. Vandel stated that one particular procedure
being checked was the failure to keep identified nonconforming material
segregated from material that was ready to be installed. A second
procedure that was reviewed allowed the installation of material to be

.

hta11ed in a location as long ag it was " tagged" or had proper identifi-
|.

f PM i " *--5 performing radiographs of pipe V Q g( g
'

[ catioSh jhe specific issue
- j

4- ' W ' .; J.. m Kaiser haA verrule( PM's testsp xx:r''~ *- g
.,

if anything he believed that */p9,yWu , 77-~ -* : _ Vandel explained thaty

| '.-
.
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PM should have been "cF4stized" for not doing their job properly.-

Specifically, Vandel s.ated radiography which was conducted by PM was an,

improper technique for identifying possible deficiencies in the welds.

When responding to questions regarding the IE report of investigation
and Vandel's involvement in either reviewing or writing portions of the

! report, Vandel stated that Phillip was the author of the section of the
'

s,

report which incorporated th7detailsT Vandel explained that most of the
| information and wording in the " Details" section is Phillip's. Vandel ,

. ,. then stated that he did have the opport i g to provide certain informa-
tion which was submitted as drafts. One icI was already mentioned - -
involved the noncompliances regarding the materials. Vandel, upon
reviewing OIA's copy of the report of investigation, also stated that he
believedsomeoftheinputinthefindingsparagraphffrallegation3y'

(page 13) also contained his writing. Vandel then explained that the
|

|
rest of his information or involvement in the compiling of the report
would have been only verbal exchanges with Phillip.

Ars M h b SIc

l D+ a e r a General Mechanical Super-Vandel continued by stating that -

intendent for Kaiser had showed $1m pieces of material that some of the
employees had been using to manufacture belt buckles at the site. ,

|
' Vandel believed the belt buckle material was part of the material which

was used in the rotating screens at the intakes. Vandel then stated
that he did not pursue the belt buckle manuf acturing because he did not
consider it safety-related. Vandel continued by stating that he would

i have been concerned only if the material had been considered safety-
related material which was not replaced.

Near the conclusion of the interview Vandel volunteered that during the
time of the ASLB hearings which occurred approximately May-July 1979,
NRC staff r.ttorney Charles Barth and he met with Mrs. Maggie Erbe from
Moscow, Jaio, on a number of concerns. One of the concerns was the .

manufacturing of belt buckles. Vandel had no additional involvement in
the matter other than he heard that Barth subsequently wrote a letter
back to Mrs. Erbe regarding the allegation. Vandel then stated that he
at one time had a sample of the material which was being used to manufacture
the belt buckles.

Vandel stated that either prior to or during the investigation he neither
met nor talked to Applegate. He stated he knew Applegate had come

ong o the NRC. In regards to Phillip'sforward or volunteered the info t

Vandel that Phillip had informed Applegatecontact with Applegate
tpat the ifRchs not gding to investigate other issues raised by Applegate!

,

'

| pecifically, manuf acture of belt buckles, time card padding end drinking
! at the site.

Regarding the results of the$ lip describe / a(9% Vandel stated
nvestigation some

time near the conclusion Phi ll of the allegations to a

group at Region IIIjand ,he believed everyone knew what items were going'

to be included in the investigation and report and what issues or allega-
tions were not going to be addressed as being.pasa of concerne deskthe NRC.

<
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.

-N -- 9. - .g eee

, - - - .,y- .-w. , w i- v.e-.- - .--w-r. , - . - - - , --4-,w.- - , , . -, ,.w ,,,~,.--,e- - , - . , - - - , . , - - - - - . - - ----



- . - . . - -. . . --- _ ~ _. . - . . . .

, _
__

. .

-. . .

....

In response to some questions related to procedures 4G< investigations at
construction site 9 andel explained that the inspections and investigationsV
are unannounced unless there is a particular nr fr :ific reason for

Q.Jy advising the licensee, e.g., to cogr g ag.: g edule eo view a particularg

yLa;; cf unrk in orocra==. Vandel _ r .- it le Nte policy,be. "
% that investigato D contact'by telephone ,initi:allegers or individuals bringing

information to the attention of NRC/ 11; to establish
a time and schedule t: ' m I' personal interview to discuss their concerns.d

Vandel then explained that this is usually done by the investigators who j;}
. make an effort to contact individuals away from the site. Vandel concluded {jp/'^"Oby stating there are certain occasions when the investigative staffTr

. requests an inspector with engineering background to accompany them ok
specific cases when they believe the information will be kechnical mWW hpk 2

require someone with shr technical expertise to assist in the interview
of the alleger. Vandel concluded the interview by stating that he could
not provide any additional information regarding the Applegate allegations
or the investigation conducted at the Zimmer site.

_.
Reinterview of Gerald Phillip and Kavin Ward

Gerald Phillip and Kavin Ward were reinterviewed on February 19. 1981.
by James Cummings, Arthur Schnebelen, David Gamble, and John Sinclair,
OIA.

Phillip described the review he and Ward performed of the 99 welds in
the core spray system. He said they obtained from document control
personnel 99 envelopes which contained the radiographs and " reader
sheets" for the welds in this system. They did not review any of the
packages which contained he detailed weld history for each of g.he
welds. Phillip said theyf id not review all these radiograph . de said
they reviewed all the reader shee nd found two situations ere
Kaiser'Whk accepted welds that PM sidered rejectable. Phillip said
that Ward examined the radiograph for these two and agreed with Kaiser's
determination. Phillip said they did not look at the radiographs for
the others - including the"five to"3@Nthat Kaiser rejected after PM
had accepted - because their objective in conducting the review was to

( determine (1) the degree of Kaiser's overruling and (2) whether Kaiser's
overrulings were legitimate.t

DIA then addressed page 6 of the IE report which identifies " Allegation 1"
as " Defective welds in safety-related systems have been accepted, among
them were welds CY-606, HR-42 (sic), and K-811." Phillip was then asked

whether the alleger actually used the word " accepted" and, if he did,
whether he realized that " acceptance" connoted particular formal acts by
Kaiser? Phillip responded that he believed the alleger said that they
had " bought" had welds: he did not recall the alleger's use of the word
" accepted." Ward explained, by way of background, that acceptance of a
weld is demonstrated by Kaiser's approval on the reader sheet.

~
.

$
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. Phillip said that they did not list the history of each of the three
individual welds in question (page 8 of the IE report) because they were
only interested in the final version of each weld. Ward noted that the
licensee is only required to maintain the final radiograph and reader
sheet to demonstrate compliance with the code. Ward and Phillip believed
they reviewed the radiographs for these three welds. Ward noted that
accompanying each of these radiographs was an NES form which se g that4
it had discrepancies which had yet to be resolved. de%f/
Phillip and Ward said they did not know whether CY-606 was a safety- . .

'
'

"^il l t d weld, although Ward said he was ' subsequently informed that it-' eae
Ward said that just three' weeks before this interview he learned j'was.

from the licensee that the " discrepancy" with CY-606 was that an improper
technique was used When the weld was radiographed: no shims were used I

under the penetrameter. Ward said that he also just learned that thic 72
weld is buried in concrete. Ward said that he is unable to independently NF' j

review a radiograph to determine a weld's accaptability when an improper
radiographic technique was used. ,

t

Phillip was then asked why the IE report's outline of CY-606 (page 8,
para. 4) failed to mention that NES' October 12, 1979, finding of
" discrepancies" followed Kaiser's August 12, 1976, acceptance which
overruled the radiographer's August 11, 1976, finding that the weld was
rejectable. Phillip claimed that they did not see the document containing
this overruling. Phillip further stated that, tven if they had learned
of the overruling, they would not have made a big point of it. He said

1

that their review of the 99 welds in the core spray system was to provide
| an indication of the degree of the overruling; therefore, even if they
|

had located this overruling which was in another system, it would not
have altered their finding regarding overruling.

(

Phillip and Ward recalled that, when they asked about weld K-811 they
were informed that it had been cut out and replaced by K-916. They said
that Kaiser furnished them with documentation to this effect, presumably
the 1979 nonconformance report (NR #E-2138RI) . Phillip and Ward could
not explain why a deficiency in a 1977 weld was not documented by a
NR until 1979. Ward said that he learned just three weeks before this
interview that K-916 has not been radiographed because of water in the
line. Ward also said that a Kaiser nondestructive examination supervisor
has informed him that K-916 is a clasa C weld (i.e., it is not safety-
related).
Ward said he was also informed just three weeks before this interview
that weld RH-42 had been cut out and replaced by K-261 and K-262. OIA

displayed to Phillip and Ward copies of welding records which documented
that rework on RH-42 was being conducted at the same time the IE investiga-
tion was underway. Phillip expressed surprise and replied that he was
not aware of this. Phillip and Ward said that when they reviewed the
reader sheet for RH-42 during the period April 7-9, 1980, it reflected
that the weld was acceptable. They said the records contained no indica-
tion that RH-42 had been, or was going to be, cut out and replaced.
Phillip said they did not inform the licensee in advance as to what

.
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welds would be reviewed. Phillip noted that, inasmuch as Applegate
claimed he brought these welds to Schweirs' attention, the licenses may .

have expected that someone would be reviewing this weld sometime.

Investigators' Note,- After a lunch brea?. the interview was continued
with Phillip only.

phillip said he knew from his first visit to Zimmer that the notation on
NR#E-1911, Rev. 2 - which was holding .up installation of the spool
' pieces - had been lined out; however, he did not establish who lined it'

- **

Phillip said he also realized on his return to the Regional Officeout.
after the first visit that Applegate's allegation was that the spool
pieces were bad at the factory - not that they were damaged when unloaded
from the truck. Phillip said that he discussed the matter with Norelius;

and, for these and other reasons, they decided that Phillip should do
further investigatioa at Zimmer. Phillip said that the Zimmer personnel
knew he was returning because he so informed Schweirs a couple days
ahead of time.

Phillip said ha established that Mr. Oltz, with Kaiser's Document Control
Unit, was the one who lined out the NR notation. Phillip could not
recall Oltr ' excuse, but Oltz did agree that his method of closing the
NR by lining it out was incorrect. Phillip said the warehouse man who
released the spool pieces based on the altered NR inforned him that he
was present when Schweirs directed Oltz to line out the notation.
Phillip said he did not pursue the matter after Schweirs denied it
because the " bottom line" was that there was no cover-up, as evidenced
by the other NR that remained open on the matter. Phillip suspected that
this lining out only occurred because the Zimmer personnel considered it
to be only a " paper problem." Phillip said that, in fact, the spool
pieces passed ultrasonic tests Kaiser performed between their two visits.

Investigators' Note - Toward the end of the interview, Ward returned to
advise OLA that he had just learned from Len Wood of CG&E that the three
welds are all safety-related. He said K-916 is a class 3 weld and both

| K-262 and CY-606 are class 2 welds.|

|

Interview of IE Investigator

Everett L. Williamson, Jr., Investigator, Region II, IE, was interviewed
I at the Washington National Airport, Washington, D.C., on March 5,1981,.

by Investigators David Gamble and John Sinclair, OIA. Williamson said
|~

he participated in an interview of Thomas Applegate which occurred
|

sometime around March 3, 1980. Williamson said that about a veek before,

that date his supervisor, William Ward, instructed him to meet Region III
Investigator Gerald Phillip in Cincinnati, Ohio, to assist Phillip in an -

investigation. Williamson said that Ward informed him that Applegate
had called NRC; he believed the Headquarters Duty Officer had received
and recorded Applegate's call and Ward called Applegate back. Ward said

-

.
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Ward saidApplegate was articulate and seemed to have genuine concerns.
Applegate inciicated he had done n.ome undercover work at the Zimmer
Nuclear Power Station. Ward gave Williamson the name of a Mr. Upchurch

- who was with the FBI.'s Cincinnati offic.e. Williamson understood his
' ' purpose was to observe and assist Phillip as a witness; his . limited :..

involvement was because Wi444euroen had only been with the NRC for about

did I*M**\
etwo months. he M baugen

him that he.!wo(uld
)

Williamson said that he called Upchurch and info
.be in town soon and may want to talk to him. Esathen contacted Phillip ,

'' regarding travel arrar.gements. He met Phillip at the Cincinnati airport
on Monday morning. They took a rental car to Covington, Kentucky, where
they called Applegate from a restaurant. Williamson did not know how
much previous contact Applegate and Phillip had had. Applegate gave

L
them instructions to meet him in the parking lot of the Church of Christ
in Covington. Applegate described how he would be dressed so they could
recognize him.

Williamson said they met Applegate about lid 9 p. He described Applegate
as a%ig gu[ 9 M :: wearing boots, a bid c 'd a "Marlboro jacket."

When
i He said Applegate walked them several doors m y to his house._

they got inside, Applegate took his jacket of.t' and they observed he was
| wearing a gun.

-
>

Applegate then described his role at Zimmer. Williamson said he did not'

understand many of the technical things that Applegate was describing.
| He said that Applegate and Phillip did most of the conversing. 1he only
l thing Williamson recalled asking Applegate was biographical data such as

his name, address and phone number. Williamson recalled that Applegate
said he was hired as a private iavestigator to investigate time card
padding at Zimmer. Williamson recalled three specific issues that
Applegate raised: 1) the manufacture and sale of stainless steel belt
buckles; 2) the' sale of hand guns; and 3) an issue regarding safety-
related pipe. Williamson described the third issue as being a situation
where pipe was delivered to the Zimmer construction site at night and
then dropped ohthe ground. Applegate claimed the pipe required 100
percent radiographic testing after being dropped. Williamson was sure
there were other issues raised by Applegate but he could not recall

Applegate's conversations were interspersed with some of histhem.
personal experiences, such as when he allegedly worked undercover to

Williamson believed thathelp the Drug Enforcement Administration.
Phillip was very meticulous. He said Phillip spent a lot of time with
Applegate and listened to him very carefully. Williamson recalled ,

specifically feeling at the time that Phillip had taken a lot of notes
and had paid a lot of attention to detail.

Williamson recalled listening to some tape recordings which Applegate
played. He said the recordings were garbled and therefore hard to

! understand. He said Applegate apparently wore the recording device as a

'

.
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) body recorder, although Williamson d44-viet believedthe recorder was
' designed for that purpose. Applegate described who was participating in

each of the recorded conversations and what was the subject matter of fac k
che conversation. Williamson said that he and Phillip tried to listen

" to the recordings, but they cculd not understand the recordings shile ..e

the recorder was sitting on the table. He said that he and Phillip held * '

the recorder up to their ears in an attempt to understand shat was being
s. aid . Williamson said that . intermittently they could understand some of

,

the conversation but the quality was still poor.

.,Williamson said Applegate had some documents regarding his work which he
.

obtained from M jor Cox, his employer. Williamson said he did not takea
any notes or retain copies of any of these documents. Williamson said

,

he did get the documents copied and he gave these copies to Phillip.
Williamson said that, Gin order to get the documents copied, Applegate.

called the FBI's Covington office to ask if they would copy them. When
they turned Applegate down, they thought the FBI Cincinnati office may
be able to help. Williamson said he also figured that he could then

talk to Upchurch.

Williamson lef t Applegate's residence around 2:00 pm. He got to downtown
Cincinnati sometime between 2:30 pm and 2:45 pm. He then went into the
Federal Building to see Upchurch. Upchurch recalled having talked with
Applegate. Williamson said he was unable to copy Applegate's documents
at Upchurch's office because the FBI'5 xerox machine was not working.
Williamson believed that he got a copy of an FBI letterhead memorandum I

from Upchurch, although Williamson could not recall how Upchurch made
the copy because the xerox machine was broken. Williamson said he
talked to Upchurch for about 15 or 20 minutes; this conversation uns

/'nostly small talk and not so much about Applegate's allegations. [? /
Williamson could not recall whether Applegate had come to the FBI or ,

whether someone else had referred Applegate to them.

Williamson then tried to get the documents copied at the US Attorney's
office; however, their zerox machine was also broken. Finally, after
about 15 minutes of searching, Williamson found someone in the State Tax
Assessor's Office Who allowed him to copy the documents. By this time

it was 4:30 pm and, when Williamson returned to his car, he discovered
that his car had been impounded due to a snow emergency. Williamson
said he got the car back around 5:00 pm and returned to Applegate's
residence by 6:0 pm. Williamson only remained in Applegate's house for
about five or nutes because Phillip was ready to leave. Williamson

any tape recordings with him. Williamsondid not recall Phillip's br n n

did not know Whether Philli plegate any breakdown of either the
issues he perceived or NRC's jurisdictional limitations.

.

Williamson said that he and Phillip then went to dinner and returned to
their notel. Williamson said Phillip and he talked about Vhat NRC's
jurisdiction was on the issues Applegate raised. Williamson r 'I h: (Ecs
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questionaYPhillip as to whether NRC had jurisdiction vver matters such
as 1) management problems, 2) thef t of materials from the site, or 3)
weapons violations (which Williamson understood to be within the juris-
diction of the Bureau of Alcohol, Tobacco and Firearms). Williamson
recalled Phillip's saying' that this was somethin3 he had to look over in
order to sort out Applegate's concerns. Williamson did not recall
Phillip's singling out any issues as to which were or were not NRC

Williamson said that af ter dinne3 at about 8:00 pm he andjconcerns.
Phillip went their' separate ways at the' motelwS A -

.

- E.The next morning Phillip called Applegate and asked him a few' additional g g|/[7e

g
questions. Williamson said he was in the eene, room = J.. r '-%uring

''-41ephone call. Williamson said the call lasted about 10 or"

15 minutes. Wil11anson could not recall the substance of the call
because much of the technical aspects were foreign to him at the time.
Williamson did recall Phillip's going through some of the documents with
'Applegate. Williamson said that Phillip had reviewed the documents the

Williamson saidnight before and nade some notes concerning them.
Phillip left Cincinnati about 10:00 that morning and he (Williams'on)
left a few hours later.

Williamson recalled talking with Ward upon his return to Headquarters.
He said he told Ward that, the only allegation he saw that was withf n
NRC's jurisdiction was the issue about the piping being dropped off the
truck. Williamson said this conversation only lasted about two or three
minutes.

Williamson guessed that his next contact with Phillip was sometime in
the next two or three weeks. Williamson said he later (in May) received
a call from a newscaster from Channel 9 in Cincinnati. The newscaster
had a copy of Phillip's letter to Applegate describing the issues to be
investigated. Williamson recalled speakiig with Phillip sometime after
being contacted by the i ewscaster. Williamson said- he had no more
contact with anyone regarding this investigation until the material came
out from the Government Accountability Project. Williamson said he was
not involved with the writing of the Region III rep'irt of investigation.
He did not feel that he had to write anything nor did he ever feel that
he would have any input into the report.

! Interview of Terry Harpster

Terry Harpster, Reactor Preoperations Specialist, IE, on detail as a
andSpecial Investigator to the Subcommittee on Energy, Environment,

Natural Resources, Government Operations Committee, U.S. House of
Representatives, was interviewed on March 6,1981, by Investigators'

David Gamble and John Sinclair, CIA.

Harpster said he worked in Region III of NRC from 1974 through 1979. He

said he was a technical support inspector initially for all plants in

'.
.
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Region III. He later became a project manager for particular plants:
first for DC Cook Unit 2, then Monticello,. then both Zimmer and Monticello
at the same time. Harpster said he began his inspection activities at
Zimmer in October 1977 as a preoperations start-up inspector. He said
he was assigned to this position until he left Region III in September
1979; however, he had no real involvement with Zimmer after the Three
Mile Island (rHI) accident in March 1979. Harpster said that a pre-
operations inspector picks up a plant when construction is far enough
along, i.e., about 60 percent completed, to review certain programs,
e.g., the quality control program for preoperational work. Harpster
said that Tom Vandel was his counterpart as the lead construction inspector.

.

Vandel had inspected Zimmer prior to Harpater's arrival but there was a '

period of overlap when they both worked there. Harpster said John Menning
worked with hLa as a preoperations inspector who he was training.
Harpster said that Menning "took one look" and left the NRC because the
program was so bad. He related that one of Menning's reasons for leaving
was that he saw hew little support the inspectors got on the job.
Harpster understood that Menning left to attend the University of Arizona
where he.is working on his Ph.D. in metallurgy.

Harpster said that when he picked up Zimmer the licensee (Cincinnati Gas
and Electric Company) had littla appreciation for the amount of resources
needed for the plant. He said they barely met ANSI Standard 18.1 which
is the criteria for staffing. Harpster explained that even this standard
is a loose one which has since been upgraded. Harpster said that oce of
his jobs was to show the plant management what was required to get the
plant off the ground. He said that his inspections documented a number
of problems e,t Zimmer. Harpster caid that, for example, the employee
who was being placed in charge of the start-up operation only had about
three months of actual experience in the plant. He explained that the
licensee counted as nuclear experience the amount of time operations
employees were onsite during the construction of Zimmer. Another example
was his impression that the plant personnel felt that, once the parts
were bought for the plant, they did not need any support from their
corporcte offices. He also believed that many plant personnel felt a
nuclear plant was similar to the operation of a fossil fuel plant.
Harpster said that he tried to resolve some of these problems informally;
including going up through the licensee management chain to Vice President
Earl Borgmann, but with no luck.

Harpster said he was successful in getting a meeting set up in Bethesda
to discuss apparent weaknesses with licensee's organization and staffing.
He said this meeting was held on July 13, 1978, only after he " screamed"
at licensing officials in dethesda, particularly Irv Peltier who was
then project manager in NRR responsible for issuing the safety evaluation
repor.t (SER) . Harpster said that he presented his concerns et that
meeting and the utility agreed to upgrade their program. He recalled
that the specific responsef was to " buy" an engineer from Gancral Electric
to assist them.

~ '..
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Harpster said that the overall problem was that NRC's licensing process'

was rolling much faster than he could " ratchet" improvements at the
plant end. Harpster said that NRC's requirements were a " joke." He
said that NRR was about to issue the SER and they set up' a meeting of

| the Advisory Committee on Reactor Safeguards (ACRS) to which he was not
invited.

Rarpster said he went up the Region III management chain and presented
his concerns. He said he attended the ACRS meeting anyway. He recalled
.that when licensee officials were questioned by ACRS Chairman Bender,1- *

they said several things that were not true. Harpster noted that not. .
only did ,he feel they were not -true, but Manning also believed they were

Harpster said he presented this conflict to his boss, Robert Warnick,not true.
when he returned to the regional office. He said that he and Menning
later . talked with one of the licensee of2icials who had testified to the
ACRS (Jim Schott who was the plant manager of Zimmer). During their
conversation, Harpster had Warnick read Schott's testimony to Schott.

'

over the phone. He said that Schott then agreed that the testimony did
not convey the correct impression. Although Schott assured Harpster and
Menning that he would clarify this at the next ACRS meeting, he did not.
Harpster believed that Schott's subsequent testimony even aggravated his
earlier statements.

He recalledHarpster said he briefed his management on this natter.
that his-Regional Director, James Keppler, sent a letter to the ACRS
informing them of the situation. Harpster understood that this letter
was later fowarded to the Atomic Safety and Licensing Board (ASLB).

Harpster explained that, after the ACRS meeting, he also informed Peltier
(in Menning's presence) of his concerns. He said that Peltier later
claimed that he did not recall Harpster's expressing his cencerns to

Harpster explained that Peltier is a " pro-nuclear" " pro-licensing"him.
employee. He also explained that during a start-up of a nuclear plant,

|
NRR ire on a very tight schedule; the IE inspector is often viewed by NRR
as an adversary when he uncovers deficiencies which NRR has already|-

| " blessed.'
| NPeltier told Harpster that he informed the licensee about an IE investi-

ffwep M3|

|
gation underway on the subject of the licensee's teetimony before thef Oles Bart @ ffice of the N

i ACRS. Peltier also info Harpster that Ch

Executive Legal Directo alled James Yore, airman oT the ASLBC Ps.4fj
told d [ o throw away eppler's letter desc bing the discrepancies.
Harpster pointed out that these latter two matters were the subject of a
recent investigation by OIA. Harpster said in summary that this was a
situation where the system broke down: NRR viewed IE as the %ad guys'
trying to hold up plant licensing.

'

~
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Harpster said that Borgmann was also putting the heat on him by, for
example, sending a letter to Keppler. Harpster also understood that the
Chairnan of the licensee sent a letter to President Carter and others.
Harpster said that it was about this time that the THI accident occurred.
He said he was assigned to TMI and he has not been back to Zimmer since.
Harpster said that, when he left, Zimmer still had problems. A principal
one was that, as a practical matter, there was no QA program for operations.
He said that all Zimmer had was one person assigned to this function and
that person could not possibly do all that the job required.

;.Harpster said that realistically the IE modular inspection program does -

not deal with the things you have to focus on early in a plant's life.
He said that an inspector must deal with the problems he knows are
important and then deal with other problems in addition. Harpster said
that he had ta deal with the construction people somewhat at Zimmec. He
'said that the licensee had minimal involvement with the construction 'at
Zimmers everything was controlled by its contractor. He said that this
is a problem because, after the plant is built and the contractor leaves,
the licensee would not have any expertise to handle the plant. He said
that for example there was no one on the licensee's corporate staff for
reactor instrumentation and control systems. Harpster felt that this
licensee was "in over its head."

Harpster said that people of ten bring matters to an inspector's attention.'

He said that an inspector can deal with some of these matters, but there
are some which he cannot. Harpster said that sometimes so many things
are wrc.ig that e plant is out of control. Harpster concluded that "Zimmer
was out of control." Harpster exp:ained that a licensee's ability to
get money for the construction of a nuclear power plant (by, e.g. , the
sale of bonds) is based upon the percentage of completion of the plant.
He said that this results in a situation where th nstruction nae-a- :1 - 59 $
attempt to turn things over as completed before are ready. Harpster

said that what then happens is that the license ff is not properly

. prepared or trained to handle them. He said when the licensee finds
things that are wrong, they cannot fix or test them properly. What they
must do is give the problems back to construction to be remedied.
Harpster said this is indicative of a construction QC program that does
not work. He said this is a situation which an NRC preoperations inspector
tries to head off. He said that one example of this was that the licensee

|
had not ordered any spare parts. According to Harpster the time required
to 6btain additional or replacement equipment is so long it causes a'

major pr6blem to licensees trying to resupply or obtain back-up equipment.

Harpster said that sometimes plant management puts so much pressure onHe said thattheir personnel that the personnel cannot get things done.
these personnel then sometimes use NRC inspectors to accomplish the.same
things: they feed inspectors information so it appears that the inspector
found the deficiency rather than the plant personnel. Harpster said
that, from What he could see, it appeared that the construction program

*
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had defects and he was about to inherit them. Harpster explained that
he was not directly familiar with the construction activities but he saw
the results - including the QA problems. Harpster said that . Inspector
Frod Maura has documented much of these problems from the operations

,

'

side.

_ Harpster said that both the site construction manager, Mr. Gear (phonetic)
and the site QA manager Mr. Schweirs were friends of Vice President Borgmann.
Earpster believed that Ychweirs was assigned by the licensee to keep the-
plant manager (Schott) under control. Haroster said Schweirs even
called the regional office to try to get some of the IE inspection -

' eports changed. Harpster said Schweirs also asked him to send IE,

rt

|
inspection reports to him (Schweirs) so he could decide which matters

| would be sent on to Schott.

Harpster said part of the problem was that NRC does not have explicit
regulations to inspect against. He said that the preoperations inspector
is faced with the task of trying to get control of the site and helping f

tbn licensee to solve its problems. He said that the inspector 0;;: : ton'y
j

document 3 ut a smal: percentage of this " helping work." Harpster saidb
| the licensee had no people involved with preoperations and test acceptance.
| He said that everything was bought under contract so the contractor was'

able to do whatever it wanted. Harpster said the licensee then had no
one who knew hw to handle the problems that were 'ouilt-in,"

Harpster said he tried to get the plant managers out to take tours of
the plant. He said that one assistant plant manager said he was scared
to tour the plant because of the convicted felons working out there.
Harpster said that smaettnes the licensee's own security force could not
handle disturbances and they had to call the local sheriff's office. .

Harpster explained that there is some drinking of alcohol on all nuclear ,

construction sites. However, the licensee at Zimmer did not have much
control of things. Harpster said there were a lot of " tough guys" #
vorking at the plant and the situation got worse when they were drinking. .F

/
Harpster id that there are nany allegations at any nuclear power ,

plant; ho er, usually only a certain number are true. Harpster said O{
'

thnt one could tell that there were a large number of problems at Zimmer
because so many allegations were coming up.

xf f
Harpster said there was a lot of pressure on individual be inspectors
because of the momentum generated by the NRC licensing process. Harpster

said that pressure is also created on construction personnel by the
contractor's weld production schedules. He explained that the construction
manager has to have a certain number of welds completed to keep the
piping installation on schedule. He said that problens arise when the

|
construction personnel are rushed. Harpster said that for a QC inspector,

|
to stop construction for any deficiencies, he would have to hold up many
phases of the construction of a $1 billion plant; so the QC inspectors
normally do what they are told. ,

|
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Harpster said that nuclear power plants employ personnel specifically
designated to serve as thedliaison with NRC. He said that this is
helpful because it overcomes the problem IE inspe tors face in trying to
find their way through the great amount of pape at the plant. Harpster
said, howt:ver, this liaison person also " steers" the inspectors' activities.
Harpster said that dealing with this liaison person does allow the
inspector to get through NRC's modular inspection program very well.
H'arpster noted that there is no real internal audit of the NRC's inspection
program.

*

.

Harpster described the " helping activities" that an IE preoperations
inspector engages in as a process of getting all the procedures and
controls in place. He said that this activity constitutes only about two -
lines in the IE procedures, but it is the largest part of a preoperations
inspector's time.

A
Harpster estimated that the interest cost alone id holding up construction
of a nuclear power plant for one day would be several hundred thousand
dollars. He observed thar with the increased pressure on NRC to licensej
power plants, he would expect even more pressure to be placed on IE
inspectors. He said that pressures on the licensee personnel to make
exceptions to the e:ceptance criteria in the preoperations tests are
very real.. He said it is difficult for an IE % inspector to tell
whether the licensee's exceptions are based on valid engineering analyses.
He said that all inspectors cannot possibly be experts in all areas.
Harpster said the inspectors mest rely on the licensee's people to

; revie.r the exceptions. Harpster said that this represents a flaw in the
NRC's system because the licensee's reviewers are under the same pressure'

to approve exceptions. Harpster pointed out that the licensee, because
it is a utility company, cannot pass on the amortisation costs to the
reatepayers until the plant reaches the point of completion, i.e., the

|

stage of commercial operations.

Review of Welding Records
reituth

Besdn;; th: ric' e' t% CIA 4 ;;;tir +4m. welding records u ..im J
3

which included Radiograph Reports, Weld Rework / Repair Data Sheets and
Weld Data Sheets to identify specific information concerning (1) dates
of weld rework and (2) whether or not welds had been replaced. Complete

|
' weld packages identifying all gk onge three alleged defective welds

it -$dsclosed that rework was beingwere reviewe g "kd 4 +# :

conductedatthetimetheIE(nvestigativeeffortwasangoingatthe(RH-Z mmer sitel howevar,M g# 5t-dW one of the safety-related welds
~" 4 and not*% elds pr :ix' ; ^- - l]i on prefabricated pipgg(spools).

50-350/80-09 describes a review ofInformation contained ige Report 3|

records which disclosed one weld was cut out (K-811) and replaced by ag *anew weld (K-916) . $ d2t--aaetaining +a the r:r rk a id::ti'* >

"The IE repor As part of the OIA review the welding records for veld

N $ E0c41(y 'hn Q .$ Q rgg,
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! Weld No. 4 - IE Investigation OIA 7nves_tigation
'

i
a

4 !

!<

II. CY 606. A. First radiograph 7-15-76 incomplete A. Review of welding / quality control,

| fusion and pentration. documentatior verified date and !
j discrepancies. * '

i

B. Second radiograph'6-E-77 weld repaired B. Review of welding / quality control
; and accepted. documentation verified date and

resolution.

l C. Radiograph review 10-12-79 "some dis- C. Date not verified through available
crepancies" discovered " weld has not documentation. 1

i : received final acceptance."
i n. 4

1 t

i II. HR-42 A. First radiograph 8-4-76 unacceptable A. Review of welding / quality control i
I

; porosity and slag. documentation verified date and dis-
crepancies.' '

.

| B. Second radiograph 8-10-76 weld repaited B. Review of welding / quality control,

i j and accepted. documentation verified date and

!
f resolution.

'
C. Radiograph review 1-26-80 "some dis- C.. Date not verified thru available docu -

,
1 crepancies," " weld has not been given mentation. I

final acce,itance." j

| /,

D. Review of welding / quality control docu- |
'

' mentation disclosed under RH-42 cut out-

'

.

and replaced between 3-21-80 anddr-6-80.
, - , ,

! III. K-811 A. First veld 11-9-77 missed hold point by ANI. A. Review of welding / quality control docu-
| mentation verified date and discrepancy. :,

'

|
' f

I.

:
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B. Weld cut out and repaired by weld WR-K B. Review of welding / quality control docu- U
% - no date. mentat}on verified new weld and date
y/o 1-18f). AnA0 /-29-80

C. Documented on nonconformance report C. Reviewed nonconformance report E 38 1
E-2138R1 - no date. dated 18-11-80M Ag 4%dre oNA AS

; D. K-916 had not yet received final acceptance. D. Review of nonconformance report E-2138R1
closed bl4-40.
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SUMMARY

The Office of Inspector and Auditor (OIA) was requested by Chairman Ahearne
; to conduct an investigation regarding an investigative effort of the

Office of Inspection and Enforcement (IE) into allegations of potentially
faulty construction at the Zimner Nuclear Power Plant, Moscow, Ohio,

(Attachment 1)e

During the period December 1980 through February 1981, interviews were
coeducted with Region III personnel, including individuals directly
involved in the investigation, to identify actions' which had been taken
as a result of the initial allegations made by Thomas-Applegate. OIA
also obtained all available docunentation relating to IE regional
investigative procedures and reviewed copies. of numerous inspection and
investigation reports pertaining to the Zimner site.

OIA's review of the material furnished by GAP disclosed that it appeared
only a limited number of allegations or issues had been brought to the

,

attention of the Region III IE investigative staff in March 1980. Thisj
'

resulted in OIA identifying the apecific allegations which were furnished
by Applegate to IE investigators -during their March 3,1980 interview,
subsequent telephone conversations with Applegate, and a second meeting g
at the Chicago Field Office of the Federal Bureau of Investigation (FBI) eq
on May 8, 1980.

.

As a result of interviews conducted at Region III, OIA learned that the U

initial investigative effort conducted by Region III had assessed the 8,
allegations, received available material, and initiated an investigation ,
into the allegations that were within the purview of the NRC. OIA then g
concentrated its effort at determining the nechanics and procedures a

Ofollowed during the specific IE investigation which resulted in the
described " findings." Initial interviews of Region III personnel 0-

disclosed that little additional documentation could be furnished to- O
Osupplement the Region III IE investigation report. Regional personnel

also advised that the investigative effort was conducted in accordance w
Owith IE procedures and they believed the report thoroughly documented

discoveries surfaced during the investigation. Review of documentation -8
and interviews however, disclosed that the investigation report failed y
to properly identify and incorporate pertinent information related to o

2alleged defective welds in safety related systems and the acceptance of
alleged defective welds in prefabricated pipe.

Specific interviews of 1erald Phillip, Kavin Ward and Thomas Vandel,
members of the original investigative team, resulted in Phillip an'd Ward

| agreeing that more information could have assisted in presenting a clear
description of what activities occurred during tse Zimmer investigation.
However, both individuals also stated that they believed that the report
documented suf ficiently what was discovered during the investigation.
Ward also indf.cated that the investigation report contained much more

UU
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detail than a typical inspection report. Vandel recalled his involvement
in the investigation, but indicated that it was limited to the identification
of the five pipe spools which were allegedly damaged and subsequently
installed.

OIA also reviewed numerous inspection reports relating to Region III
activities at the Zimmer site. As a result, it was disclosed that some
of the allegations presented by GAP had been previously identified and
efther inspected or investigated by regional personnel. The review also
confirmed that other investigations conducted by Region III were carried
out and documented in much the same manner as the investigation initiated

to respond to the original Applegate allegations. OIA discovered that
the information contained in nany of.the IE reports lacked specificity; the
reports also contained insufficient documentation of investigative
effort and information necessary to properly resolve issues or allegations.
Discussions were held with regional personnel, including the Director,
to determine why investigative efforts failed to document specific
information and clearly respond to the allegations. Although the responses
varied Region III personnel advised that as long as the problems have
been identified and NRC has the ability to monitor corrections, then no
additional inquiry was considered necessary. OIA explained that it was
essential that allegations be addressed thoroughly and clearly and not
merely identified for future inspection purposes.

Based on the review of IE reports and interviews, it was disclosed that
the stipulated investigation identified the appropriate health and-
safety issues which related to NRC's regulatory jurisdiction. Information
was developed' through the OIA investigation, however, which identified
several deficient areas in the IE investigation. Excluding the previously'

described lack of clear reporting, which is an apparent program weakness,
OIA discovered that each of the three areas investigated had not received
sufficient investigative effort to identify the causes of the problems.
The primary deficiency in the IE investigation arose from a conflict
between utilizing inspection-type procedures which do not require documentation

| of causes of the alleged deficiencies and attempting to obtain sufficient
information for a complete and responsive report of investigation.
Interviews also disclosed that the approach to the investigation
contritated to the failure of the investigation to develop sufficient
information necessary to resolve the allegations.

Review of welding records obtained from the Zimmer site revealed that of
the three alleged defective welds, specifically identified by Applegate,
two had been repaired or replaced, one shortly before and the other

| during the investigative effort at the facility. The IE report neither
| identified the dates that welding rework was conducted nor included any

information that one weld had been cut out and replaced after the initiation'

of the IE investigation. Interviews conducted with members of the investiga-
! tion team disclosed that they were unaware that rework during the
! investigation had occurred and that they had not examined the weld or reviewed

any welding documents other than radiographs and accompanying " reader
sheets."

.
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The IE investigation finding ("not substantiated") regarding the status
of the three alleged defective welds was prevenient, if not contradictory.

A second allegation concerning the installation of safety-related pre-
fabricated pipe with alleged defective welds was partially substantiated
during the IE investigation. However, OIA interviews and review of
records indicated that, even though appropriate tests were. ultimately
conducted to determine the status of welds on prefabricated pipe, three

pieces of pipe were installed despite an unresolved or incomplete Non-
conformance Report (NR) . In addition, tests required to resolve the
questionable welds were not conducted by Peabody Magnaflux (PM) or
Pullman Power Products personnel until approximately five months after
the pipe had been released for installation (April 1980 - during period
of IE investigation). This allegation as it related to improperly
" closing out" an NR and installing the pipe resulted in the region
identifying one item of non-compliance and issuing the licensee "an
infraction."

Interviews of regional personnel did not develop any additional informa-
tiea regarding the allegation of inadequate pipe flushing procedure
other than that already identified in the IE investigation report.

OIA also reviewed Region III's handling of two additional allegations
relating to (1) the replacenent of welds during the IE investigation,
and (2) there was pressure being expected on PM personnel to withhold
information from NRC during the course of the investigation.

An interview was conducted with the alleger in the FBI Chicago Field
Office at which time the FBI representative advised Applegate that there

3

did not appear to be any Federal criminal violations. IE Investigator

Phillip subsequently reviewed the tape recording Applegate had and -
telephonically contacted the individuals identified conversing on the

J recording. The remaining issue of cutting out and. replacing welds,

during the course of the IE investigation was discussed. As a result of
discussion with Applegate and the two other PM employees IE confirmed
that weld repair had not been conducted on any of the alleged defective
12-inch diameter pipe spools. - Information was developed, however, which4

j indicated that repairs were being conducted on other welds, identified
I as being deficient during an audit by the radiograph contractor, Nuclear
! Energy Services (NES).

OIA compared the IE report and documents related to welding and discovered
that one of the alleged defective welds (related to 18-inch pipe, identified
as RH-42) was cut out and replaced during the IE investigation. Information
pertaining to this weld being replaced during the stipulated investigation,

I' was not contained in the report and OIA's interviews of IE inspectors
and investigators disclosed they had no knowledge that welding repair,'

of this weld, had been taking place.

|
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# * d71a Deconber 1980, the Government Accountability Proicct (CAP) n=de(a)

e[ alTegations on behalf of fir. Thomas Applegate to the effect thatpotentially fa'ulty construction existed at the Zinner fluclear Power
station, floscow, Ohio, and (b) the NRC failed to properly investigate4g
the faulty construction allegations when they tere first brought to theThe Office of Inspector
tiRC's attention in February 1980 by fir. Applegate.
and Auditor (OIA) was directed by the Chaiman of the f!RC to investigate
GAP's latter allegation, i.e., whether the Office of Inspection and
Enforcement (IE), Region III adequately investigated fir. Applegate's
February 1980 allegations.

During the period December 1980 through February 1981, pertinent current
and fomer Region III personnel were interviewed to identify what was
done as a result of the initial allegations made by Applegate. All
available documentation relating to IE regional investigative procedures
and copies of numerous inspection and investigation reports pertaining
to the Zimmer site were reviewed.

ecember 1980 disclosed thatn
Review of the material furnished by GAP in
only a linited number of the GAP allegations had been brought to the
attention of the Region III IF investigative staff by Applegate in
February 1980.

Based on interviews concucted at Region III, CIA detennined that the
initial investigative effort _ conducted by Region III had assessed the

-

M

allegations, had received available material, and had initiated aninvestigation into those allegations that Region III detemined to be
*

fRegional personnel advised that the gwithin the purview of the f3RC.
investigative effort was conducted in accordance with IE procedures and
that they believed that the report thoroughly docuacnted discoveries 8
surfaced during the investigation. E

o
OIA review of the investigative file disclosed that little' docunentation .o
could be furnished to supplement the Region III IE investication report. 5
For example, the investigative file contains no detailed documentationI C

and no detailed record or copies of tJie welding documentation reviewedreflecting the results of interview with Applegate or principal witnessesy
Ae

by the investigators with regard to the specific welds alleged to 8
defective. 5

-

o

OIA review of Zimmer velding records revealed that of the three allegeddefective welds specifically identified by Applegate in his first allegation.
~ *

two had been repaired or replaced, one '.(X Bil) shortly before and theThe
other (RH 42) during the IE investigative effort at the facility.
IE investigative report did not identify the dates on which the welding
rework was conducted on weld K 811 or thatfnonconformance report (flR) on
K 811 that had initially been voided with 'the notation "Iccept as is"The investigation also
was later reopened to order the weld cut .out.
completely failed to detennine that weld PH 42 had been cut out andIn+.crviews of

replaced after the initiatinn of the IE investigation.the inv3stigators disclosed that they had no knowledge that ueldingIn fact none of the velds in cuestions
repair 7 on RH 42 had taken place.
uere inspected by the investigative tean nor was all pertinent velding| ,

[ documentation reviewed by the investigators.
i
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f cation concerning the installation of
t

. p '
Applegate's second originalsafety-related7refcbricated pipe containing alleged defective welds wasThis allegation, as it

alle~

'

partially substantiated by the IE investigation.
related to improperly " closing out" an HR and installing the pipe,
resulted in the region identifying one item of non-compliance and issuing

However, OIA interviews and review of
the licensee an " infraction."records indicated that, even though appropriate tests were ultimately .

conducted by the licensee to detemine the status of welds on the prefabricated
pipe, three pieces of pipe were in fact installed by the licensee despiteIn addition, tests required to resolve the ouestionable.i

an outstanding NR. proximately
welds' were not conducted by the radiographer or vendor until ap(April
five rionths after the pipe had been released for installationThe IE investigative
1980 - durino the period of the IE investination).
report failed to sufficiently investigate this aspect of the case.
Additionally, during the investigation of this allegation, information
was received that the alteration of the ?!R'- which released the spool '

pieces for installation - tas ordered by the- Cincinnati Gas and Eletric 69a7
This fact is not included in the(CG&E) Ouality Assurance (DA1Manaaer.

investi~gative report nor was it vigorously investigated.

DIA review of records and interviews of regional personnel did not

develop any additional information regarding the third allegation -inadequate pipe flushing procedure - that was not identified in the IE
investigation report.

_

stated'that they
d The two principal members of the investigative team

believed that the report documented sufficiently what was discoveredOne of the members indicated that the investigationi '

during the investigation.: O
report contained nuch more detail than a typical inspection report.

One of Applegate's main allegatiori5 was "that defective welds in safety-)/
related systems have been accepted, among them welds CY 606, HR 42 (sic

By virture of prior IE inspections, Region III reports 78-and K 811."30 and 79-17, regional supervision and the IE investigators were well

h aware of the chronic and long history of welding problems at Zinner;specifically, that unacceptable welds. in safety-related systems had for
|

)t)([' all intents and purposes been accepted by both the contractor and, insme cases, the licensee and that the Zimmer DA/QC program with respect
10

?!onetheless,
to welding was clearly not functioning in an acceptable manner. *

the Region III report found that Applegate's allegation in this regard
uas not substantiated because the welds had not yet received " final

llhen questioned about this finding it was the position ofacceptance."
several of the Region III supervisory staff that " final acceptance" does
not occur until the licensee actually accepts turn over of the system
frcri the contractor and thus, since this had not yet occurred, no weldIn fact, Applegate was correct both specifically
could be considered final .
and generally in saying that defective welds in safety-related systens

-
!
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1977-1970, was
fiarl been accepted; furthemore, the IJRC, as early as'

aware of the fact that potentially defective wlds in safety-related
systems had been accepted and had issued two reports on this subject.

'

To say that Applegate's allegation was not substantiated is not consistent
with the facts.

BACKGROUtlD

In early December 1980, ilPC received a copy of a petition filed with the
Office of the Special Counsel of the fierit Systems Protection Board by)Q the GAP of the Institute for Policy Studies (not a Governmental agency
on behalf of Thomas W. Applegate. Based upon the allegations in this:'

fomer fiRC Chairman John Ahearne requested by nenorandum dated
'

15,1980 (Attachment 1), "...that the OIA conduct an investigationpetition s

December
into whether the Office of Inspection and Enforcement conducted an
adequate investigation of the allegations presented to it by Thomas !!.
Applegate regarding activities at the William }{. Zimmer fluclear PowerThe Chaiman further directed that IE investigate the safety
Station."
issues raised by the GAP petition. DIA fomally received the GAP petition'

by a transmittal letter dated December 29, 1980, from the Office of the
Special Counsel (Attachment 2).

DIA met with GAP representatives on January 9,1981, and on several
occasions thereafter, to discuss the allegations at which times additional
documentation was provided after flRC agreed to respect the confidentiality

Because the additional documentation related toof GAP's sources. During

safety issues, OIA provided it to IE for its investigation.these meetings GAP explained that their allegations should not be construed
as personal to Gerald Phillip: rather they were alleging that the NRC
did not properly address the allegations.

-

DETAILS

Peview of GAP flaterial {f[ 30,1980 th. rough flarch 4,1981, DIA reviewedc\>'
During the period Decemberthe original petition submitted by CAP to the Office of Special Counsel,
held meetings' with GAP representatives and obtained additional docu-
mentation (including notarized statements and tape recordings) relatedIn addition, otherto issues identified in the original petition.
documentation was provided which appeardd to pertain to separate allegationsfluch of the infomationof construction irregularities at the Zimmer site.
furnished after the initial OIA/ GAP meeting contained statements and
interviews of. individuals which occurred at peints in time following theAs a result
Region III IE investigation of the Applegate allegations.of the document review it was suspected and later confimed that nany of
the allegations described in the petition were, in fact, not brought to
the attention of the Region III personnel at ti e time of the initialThe GAP petiti,a listing the allegations
investigation (April-ftay 1980).(pages 13 and 14) which were presented as not being appropriately investigated
is included, with enclosures, as Attachment 3.

.
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SUMMARY _

The Office of Inspector and Auditor (OIA) was requested by Chairman Ahearne
: to conduct an investigation regarding an investigative' effort of the

Office of Inspection and Enforcement (IE) into allegations of potentially ;

/f,aulty construction at the . Zimmer Nuclear Power Plant, Moscow, Ohio g,

(Attachment 1). g |
|=

During the period December 1980 through February 1981, interviews were
|

conducted vith Region III personnel, including individuals directly o'|

involved it the investigation, to identify actions which had been taken 8
|' as a result of the initial allegations made by Ihomas Applegate. OIA ,
| also obtained all available documentation relating to IE regional 4

investigative procedures and reviewed copies of numerous inspection and N

investigation reports pertaining to the Zimmer site. S l
o
0OIA's review of the material furnished by CAP disclosed that it appeared i

A I

only a limited number of allegations or issues had been brought to the
attention of the Region III IE investigative staff in March 1980. This y,

;

resulted in OIA identifying the specific allegations which were furnished
$by Applegate to IE investigators during their. March 3,1980 interview,

subsequent telephone conversations with Applegate, and a second meeting y '

at the Chicago Field Office of the Federal Bureau of Investigation (FBI) y ;

on Nav ", 7 ann

As a result of interviews conducted at Region III, OIA learned that the
initial investigative effort conducted by Region III had assepsed the
allegations, received available material, and initieted an investin+4a=

,

'

into the allegations that were within the purview et theMIA the'n
e m..m u=J .d. f f ~+ = + d= +ami nf n g +k- x:J.-ocs and procedures

l followed during the specific IE investigation which resulted in the
I

described " findings." Initial interviews of Region III personnel
disclosed that little additional documentation could be furnished to

.

supplement the Region III IE investigation report. Regional personnel -

'

! also advised that the investigative effort was conducted in accordance !

f with IE procedures and they believed the report ghly documeff d ,
^

I d eries sMeed durinst the investM;. aeview of cocum on j

and interviews,however, disclosed that the investigation report failed
-

i

to properly identify and incorporate pertinent information related to
alleged defective welds in safety related systems and the acceptance ofj p*=hke4 ~ t-d p'.p .daI allened defae+4 e m ide

Specific interviews of Gerald Phillip, Kavin Ward and Thomas Vandel,
members of the original investigative team, resulted in Phillip and Ward

clearagreeing that more information could have assisted in prenan+4==
=

=uom.fTption of what activities occurred atung the Zimmer investigation.
_

However, both individuals aAsu oi M 9t 'h y ha'd r:d C.-6 the repus6

documented suf ficiently what was discovered during the investigation.
Ward also indicated that the investigation report contained much more

. - -. . - .. - - _ . --- -_ _ - .
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Vandel recalled his involvementdetail than a typical inspection report.
in the investigation, but indicated that it was ILnited to the identification *

of the five pipe spools which were allegedly damaged and subsequently
installed.
OIA also reviewed numerous inspection reports relating to Region III
activities at the Zimmer site. As a result, it was disclosed that some
of the allegations presented by GAP had been previously identified and

The review alsocither inspected or investigated by regional personnel.
confirmed that other investigations conducted by Region 111 were carried

'

tu m o,ed ,
oui. ano cocumented in much tne same umuus, o. 6us tuve.62gotavu

t C ico.n.,ua to tne original Applegate allegationsum uioww; -icTorts lacked s'pecificity; t e.a nouy vi coe Ai.
e Am ormac2an cvu6o uw

reports also contained insufficient documentation of investigative
T effort nwn'i"#a-- *' -- rrrrr y +a r-^ra*1f vaan1ve issues or allegations.

scussions were held with regional personnel, including tne v21eucos ,
to determine why investigative efforts failed to document specific
information and clearly respond to the allegations. Although the responses
varied Region III personnel advised that as long as the problems have
been identified and NRC hss the ability to monitor enrractions. then

aa

additional inquiry was considered necessa xplained that it was

essential that allegations be addressed thoroughly and clearly and not
merely identified for future inspection purposes.

uf II taports and interviews, it was disclosed thatP--rl ou ao icvio.p3 the stipulated investigation identified the appropriate health andb
iurisdiction. In ionsafety issues which related to NRC's regulatory p,#

was developed through the U1A investigation, however, which identified
several deficient areas in the IE investigation. Excluding the previously
described lack of clear reporting, which is an apparent program weakness,receivedOIA discovered that each of the three areas investigated had not

tha -"--- nF tha oroblems.sufficient investigative effort to identife
The primary deficiency in the IE investigation arose from a conflict
between utilizing inspection-type procedures which do not require documenta fo1(
of causes of the alleged deficiencies and attempting to obtain sufficient
information for a complete and responsive report of investigation.|

Interviews also disclosed that the approach to the investigation
contributed to the failure of the investigation to develop sufficient:

| information necessary to resc've the allegations.

Review of welding records obtained from the Zimmer site revealed that of
the three alleged defective welds, specifically identified by Applegate,
two had been repaired or replaced, one shortly before and the other
d': ring the investigative effort at the facility. The IE report neither
identified the dates that velding rework was conducted nor included any
information that one weld had been cut out and replaced after the initiation
of the IE investigation. Interviews conducted with menbers of the investiga-

i tion team disclosed that they were unaware that rework during the
investigation had occurred and that they had not examined the veld or reviewed
any velding documents other than radiographs and accompanying " reader
sheets."

. '.
*
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The IE investigation finding ("not substantiated") regarding the status
of the three alleged defective welds was prevenient, if not contradictory.

A second allegation concerning the installation of safety-related pre-
fabricated pipe with alleged defective welds was partially substantiated

However, OIA interviews and review ofduring the IE investigation. '

r,ecords indicated that, even though appropriate tests were ultimately
,

conducted to determine the status of welds on prefabricated pipe, three
pieces of pipe were installed despite an unresolved or incomplete Non-

n -- - + '""). I- =AAition. tests requirad to e .

conformanca
estionable welds were not conducted by. Peaboay nosuafi.; '?M) __ _

Pullman Power Products personnel until approximately five months after!

valanned for installation (April lyo6 - I"-ina pe+k 7 7- h =A haan4

'' i... .ilsa61on). Inzs allegation . 1 ;;1: ;f :. imytoperlyaf
" closing out" an NR and installing the pipe resulted in the region
identifying one item of non-compliance and issuing the licensee "an

,

l
raction."

|

Interviews of regional personnel did not develop any additional informa- '

tion regarding the allegation of inadequate pipe flushf ug procedure
|

other than that already identified in the IE investigation report.i

OIA also reviewed Region III's handling of two additional allegations
/relating to (1) the replacement of welds during the IE investigation,

..

'

and (2) there was pressure being ej_ he2t$N- on FM personnel to withhold
[,!

|

l information from NRC during the course of the investigation. ,

/4R1axre nA:,GaWL wxs wara oJ
An/ interview -was-conducted-wi-th-the-a14eger- in the FBI Chicago Field
g

Office at which time the FBI representative advised Applegate that there
IE Investigatordid not appear to be any Federal criminal violations.

Phillip subsequently reviewed the tape recording Applegate had and
telephcnically contacted the individuals identified conversing on the

The remaining issue of cutting out and replacing welds,r

recording. As a result ofduring the course of the IE investigation was discussed.
discussion with Applegate and the two other FM employees IE confirmed
that weld repair had not been conducted on any of the alleged defectiveInformation was developed, however, which12-inch diameter pipe spools.
indicated that repairs were being conducted on other welds, identified
as being deficient during an audit by the radiograph contractor, Nuclear,

|

Energy Services (NES) .
i

OIA compared the IE report and documents related to welding and discovered!

that one of the alleged defective welds (related to 18-inch pipe, identifiedInformationas RH-42) was cut out and replaced during the IE investigation. ef
pertaining to this weld;b.eing replaced during the stipulated investigation f
was not contained in thefreport and OIA's interviews of IE inspectors ,

and investigators disclosed they had no knowledge that welding repair,
of this weld, had been ta' king place.

*
.

*
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