
( L.
.

. .0

l % .

t

/)*''s ow
.,

d Mff10RATIDUt1 FOR':Chaiman Palladino 7/ //gf

h Commissioner Gilinsky '

/
"

f
Commissioner Bradford
Commissioner Ahearne

FROM: James J. Cummings, Director ,

Office of Inspector and Auditor

SUBJECT:

|'"eec wlDr ADeMG *Q:penu.roca teursece@tra #
Attached please find our report entitled, "ggM[/"###'#'

dated ,/f5 This inquiry was conducted pursuant to a December 15, .

1980, memorandum frm fomer Chaima hearne directing that the Office

of Inspector and Auditor (OIA) .scr.,. :V: W I e i s whether the
Office of Inspection and Enforcement (IE) had conducted an adequate
investigation of the allegations of Mr. Thomas Applegate regarding

activities at the Zimmer Nuclear Power Station.
.

OIA's overall finding is that the IE invpstig,ation of 3pplegp.tp,'s allegations,
IE Report # 80-T , was .bsfr deficientgd5? .""fing[ 'dir'fikding is
based on the following:

The investigation fail to properly document the results of investigation g/
.

both as to interviews and material reviewed.

The investigation failed to determine the correct status and history
.

of several we ds.

Y h,

'

The overall investigative was rcither eiscret ae- sufficiently
|

.

| broad in scope. g-

8

The iMe%)rtiM9 finding 4 "not substantiated" with regard to the g
.

allegation thj defective ldrin safety-related systems had been 5'

O*

' accepted is not consistent Mth the facts. gl . _ ,

.

In evaluating the sufficiency of the IE investigation in this instance %

OIA hgs made a conscious effort tofMh into th'ii% evaluation process
**N

,

the very obvious fact that few investigations can successfully withstand .S

the criticism of a lionday morning quarterback; unfortunately, we still $

conclude tha the veral investigative effort in this instance was
^'
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urssatisfactogIn our opinion responsibility for this situation must
-

* g
be shared 6)[the indfviduals who were specifically assigned to the case
but alsofthose regional and headquarters officials who failed to properly
supervise the case.

#
No specific corrective recommendations are being made by OIA at this timea auf.fta

\ because we are hesitant to recomend-to conclude that th IE igestigat,1v,9 ,, ,, g . ).u r.m v. -.: :. ,,, . .., ,W. I-
..

pR r te cone ct h
A

- Hfii7f ,parogram is deficient based on one instancej --

&~ ' 'a R
p.oreextensivereviewbeginningin or Augusi.1981-aftee-wMeh we will

bi detennine if corrective recomendations are warranted.
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- fI littilAPY_h/
t ' t>In Deconber 1980, the Government Accountability Pro,icct (CAP) tydealleptions ori' behalf of 11r. Thanas Applegate to the effect that .(a)fM*" P-

_.popentially faulty construction existed at the Zinmer Nuclear Power
(.3tation, lloscow, Ohio, and (b) the flRC failed to properly investigatethe faulty construction allegations when they were first brought to the(tg

The Office of.Inspectgr g
tiRC's attention in February 1980 by ifr. Applegate.and Auditor (OIA) was directed by the Chaiman of the f!RC to investigate afw d*

GAP's latter allegation, i.e., whether the Office of Inspection and
Enforement (IE), Region III adequately investigated tir. Applegate's
February 1980 allegations.

During the period December 1980 through February 1981, pertinent currentL
and fomer Region III personnel were interviewed to identify what wasAll
done as a result of the initial allegations made by Applegate. *

available documentation relating to IE regional inydstigative procedures , Id I "

;nd copies of ======{ ection and investigation reports pertainini
/'

to the Zimmer site were reviewe . T
*'

ecember 1980 disclosed that, n

#[ Review of the material furnished by GAP inonly a limited number of the GAP allegations had been brought to the
I 6

t ntion f the Region III IF investigati legateinB

/
' Based on interviews conducted at effion III, CIA detemined that the
initial investicative effort

nducted by pegion III had assessed the.
!

allega tions, haiiG&iC vaillb_le_ma.terian and had initiated aninvestigation into those allegations that Region III detemined to beI

Regional personnel advised that thewithin the purview of the PRC.
investigative effort was conducted in accordance with IE procedures and
that they believed that the report thoroughly,do umented di coveries'

' e/surfaced during the investigation. ,

fil osed het little docunentation .~

g.Minrefdmished to pajivOIA review of the inves e Region III IF investigation report.-. e..c . .
For example, the investigative file contains no detailed documentation

and no detailed record or copies of the welding documentation revicuedreflecting the results of interview with Applegate or principal witnesses
with regard to the specific telds alleged to beby the investig Adefective. .

- r
immer we ding records revealed that of the three alleged

s specifically identified by Applegate in his first allegation,| OIA review o

two had been repaired or replaced, one '.(K-811) shortly before and thedefective we
The

other (RH-42) during the IE investigative effort at the facility.
IE investigative report did not identify 9"hedates on which the welding
rework was conducted on weld K-811 or thaye'nconfomancq report (ifR) on i-

K-311 that had initially been voided idth 'the notation "fccept as is"The invef;igatinn also .rwas later reopened to order the weld cut out.
^d

3 4d$Mft9f failed to determirie that weld pH-42 had been cut out and
y,

Interviews of g

/re laced after the initiation of the IE investigation.
invjstigators disclosed that they had no knowledge that ueldinaIn fact none of the welds in ouestions'h repair 7 on RF-42 had taken place.

were inspected by the investigative team nor was all pertinent welding
documentation reviewed by the investigators.

,
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[ allegation concernino the installation of '

,

-

#.Appi'eoate's s'ec6nd originalsafety-related prefabricated pipe containing alleged defective welds wasThis allegation, as it
~~'

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, DIA interviews and review of

the licensee an " infraction," ,Tugh appropriate tests were ultimatelyrecords indicated that, even t
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 pespiteIn addition, tests required to resolve the questionable

'

,

!

weldr were not conducted by the radiog apher or vendor until approximately
an outstanding NR. '

for installation (April
five months after the pipe had been rel ase(tionb The'IE investigative
1980 - durino the period.of the_IE investipa '

>

saport failed to sufficiently investigate this aspect of the case. , rf ,g

Additionally, during the ' investigation of this allegation, information /vd 'j'I1

was received that the alteration of the NR - which released the spchric 6 -gay
|pieces for installation - uas ordered by the Cincinnati Gas andThis fact is not included 'the-

;

(CG&E) Ouality Assurance-(OAlHanaaer. /
investig'ative report nor was it vigoroHsly investigated. /
DIA review of records and interviews of regional pdrsonnel did not ,/
develop any additional infonnation regarding the third allegation -inadequate pipe flushing procedure - that was not identified in the IE.

'

-

i'' investigation report. _ _.
-,

statedthattheyy,ji,"I'

[d' The two principal nembers of the investigative teambelieved that the report documented sufficiently what was discovered<

One of the members indicated that the investication
y ,,.o

during the investigation. report contained nuch' nore detail than a typical inspection reportf"* **'
One of Applegate's main allegatiori5 was "that defective welds in safety-)#
related systens have been accepted, among them welds CY 606, HR 42 (sic

By virture of prior IE inspections, Region III reports.78-
30 and 79-17, regional supervision and the IE investigators were welland K 811."

h aware of the chronic and long history of welding problems at Zimmer;
all intents and purposes been accepted by both the contractor and, inspecifically, that unacceptable welds. in safety-related systems had forv{ [!

10 *

sone cases, the licensee and that the Zimmer OA/QC program with respectNonetheless
to welding was clearly not functioning in an acceptable manner. N,r e d'N
the Region III report found that Applegate's allegation in this regard,

,

'

tiated because the welds had not yet received "fi ali ti on of , y , ,.o''"#e
was not subs
acceptance." Uhen qu 'oned abo his findin was the' '

,

| several of t p 'on III su isory staf at " final a eptance" does

| not occur u the licen e actually epts turn ove of the system
is hid not ye occurred, no weldthus, since.

In fact, Applegate was correct bnth specifically| from t ontractor a
co be considered i nal .
and generally in saying tiiat defective welds in safety-related systems

|

.

|

|

|
'
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1977-197E, was
accept.ed; furthemore, the f1RC, as early as .. had, bee the fact that potentially defective telds in safety-related

syst ,s had been accepted and had issued two report'. on this subject.
-awa re

ay that Applegate's allegat'on was not substantiated. is not consistentMTo
w' h the facts. b

| ,Y T/uns4 a/ / .
.-

l
BACKGROUtlD 4 n & c .s a r. d /
In early December 1980, NPC received a copy of a petition f led with thep Office of the Special Counsel of the fierit Systems Protection Board by)j the GAP of the Institute for Policy Studies (not a Governmental agency
on behalf of Thomas 11. Applegate. Based upon the allegations in this
petition, fomer flRC Chainnan John Ahearne requested by menorandum dated'

15,1980 (Attachment 1), "...that the OIA conduct an investigationDecenber
into whether the Office of Inspection and Enforcement conducted an

.

,

adequate investigation of the allegations presented to it by Thomas 11.i

Applegate regarding activities at the Ifilliam H. Zimmer fluclear Power
The Chaiman further directed that IE investigate the safetyStation."

issues raised by the GAP petition. OIA 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, DIA 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 HRC
did not properly address the allegations.

u
DETAlLS

Peview of GAP ltaterial ',l[' During the period December 30, 1980 through flarch 4,1981, CIA reviewed
the original petition submitted by GAP to the Office of Special Counsel,
held meetings ~ with GAP representatives and obtained additional docu-

'

mentation (including notarized statemerrts and tape recordings) related
In addition, otherto issues identified in the original petition.

documentation tes provided which appeared to pertain to separate allegations - .liuch of the infomationof construction irregularities at the Zimmer site.
furnished after the initial DIA/ GAP meeting contained statements and
interviews of. individuals which occurred at points in time followir.g theAs a resultRegion 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 the time of the initialThe GAP petition listing the allegationsinvestigation (April-flay 1980).
(pages 13 and 14) which were presented as not being appropriately investigated
is included, with enclosures, as Attachment 3.

'

-

.
.
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Meeting with Region III-Personnel

On January 13, 1981, David H. Gamble, John R.-Sinclair, and Arthur A.
Schnebelen, Office of Inspector and Auditor, met with the following
*

~ Illinois:employees of IE, Region III, at the regional orfice, Glen Ellyn,

James G. Keppler, Director, Region III .

A. Bert Davis, Deputy Director

|

Charles E. Norelius, Assistant to the Director'

Gerald A. Phillip, Senior Investigator

i Caston Fiorelli, Chief, Reactor Construction
and Engineering Support Branch

,

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

The meeting was held at the request of OIA to inform these Region III
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 GAP . petition to the Special Counsel of the Merit Systems Protection

They were informed that OIA was investigating the NRC's handling
^

Board.
of Applegate's' original allegations, to include why certain allegations
allegedly were not addressed by NRC and whether Region III's investigation
adequately deal.t with the allegations that were addressed.

At this point illip inquired Whether the investigation was not actually
an investigation of his conduct. He displayed a copy of L_. ._?,,

e==4e a draft of GAP' petition whi1h he said makes numerous allegations
against him by name. Keppler then inquired as to whether he should be

-

OIA confirmedobtaining lawyers tc represent each of his employees.
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 - -

.

p;;;; lawyer present when they were interviewed
-4I*

a t g :: advise them whether 011. .";1: that-lawyers-...e f _ . _ - 01A did briefly recount that GAP had verbally advised
,

were necessary. the NRCOIA that they considered their allegations to be more against
than individual employees. OIA repeated that, similarly, the OIA investi-
gation would concentrate on how the agency handled the matter.

'.-
.
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In response to a question about DIA'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 of the case.

The employees present raised no additional substantive questions, ens
;: : r ? ',-- , 7 - _:_' "''' ; _ ___, .;2e. 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.

.

Interview of Gerald A. Phillip

Mr. Gerald A. Phillip, Senior Investigator, Region III, IE, NRC, was - s
'

interviewed on January 14 and 15, 1981, by David Gamble, John Sinclair, .,
''-

and Arthur Schnehelen, OIA, at the NRC Regional Office, Glen Ellyn,
Illinois.

Mr. Phillip began the interview by explaining that his first knowledge
i

of the Thomas Applegate allegations occurred approximately February 28,I

1980. Phillip recalled that he was contacted by Bill Ward, Executive
Office for Operation Support (XOOS), IE, during which Ward related that
he had received inf ormation 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 determination
was that there may be some significance to the information. Ward also
related that Applegate alleged that there was a possible conspiracy
between the site contractor and utility to cover up defective welding.
Ward also stated that apparently Applegate had made previous contacts
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 claims. Phillip

also stated that arrangements were made to meet and interview Applegatej

for more details. Phillip recalled that after talking initially to
Applegate, he (Phillip) believed that there was information which appeared
to be casting a shadow on NRC inspectors. Phillip contacted Ward at NRC

i Heaiquarters in Bethesda and notified him of this fact. Ward then
inf o'rmed Phillip that no inspectors should be brought in on the initial .

phase of the inquiry and if additional personnel were required then Ward
would make someone available f _ sm Headquarters. Phillip then stated '

.

that within the next few days arrangements were made to have another
investigator from Headquarters meet Phillip in Cincinnati to assist on
the interview of Applegate. Ward advised Phillip that he would have

.

4
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Len Williamson meet Phillip in Cincinnati to help with the interview.
Phillip explained that the initial plans to interview Applegate were

that Applegate was very cautious in his instruc-complicated by the fact
tions and guidelines for the meeting. As he recalled Applegate would notApplegateprovide his address or the address of a neutral meeting place.
had advised Phillip that when he or the NRC investigators arrived in
Cincinnati they should call a specific telephone number for additional
instructions. Phillip stated that on March 3, after arriving at the
Qincinnati Airport and driving to Cincinnati, he contacted Applegate at
which time Applegate instructed the NRC investigators to meet him at an
address which turned out to be a church parking lot. Phillip explained
that he and Williamson arrived early and eventually were approached by

-

an individual who identified himself as Applegate. After the initial
r"-

meeting the three of them went to a rooming house that was located
approximately one-half block away. Applegate advised Phillip and Williamson
that he had received threats as had 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.

I Shortly after arriving at the house Applegate took off his jacket revealing
that he was wearing a firearm. Applegate began by providing some information ,
pertaining to his background. Applegate told Phillip 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 Zimmer site Who had been suspected of " playing

After the divorce-type investigation had beenaround" by his wife.
started, Applegate began to discover information of " time card padding"
by individuals employed at the Zimmer site. Applegate informed Phillip
that his supervisor, Major Cox, contacted the utility company, Cincinnati

Subsequent toGas and Electric (CG&E), to advise them of the discovery.
the contact the utility contracted with the security firm for the services -

of Applegate, provided him with a false identity, and instructed hLa to
look further into the thne card padding. Af ter Applegate began the

-

assignment he began to provide the utility with weekly reports which *
, confirmed the time card padding and disclosed a degree of collusion
j between certain pipefitters and security personnel at the site. Applegate

explained to 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 1979-January .
1980) information began to be developed identifying the illegal sale of

Phillip also ' ndicated that Applegate had surfaced( ifirearms at the site.; information discloring that the site supervisor, Mr. Marshall, utilized
site materials and personnel to perform work on his private residence.
According to Phillip, Applegate stated 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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/j /'/g!Applegate continued by explaining some of his concerns to Phillip about
potentially faulty welding. Phillip explained that Applegate stated that
Peabody-Magnaflux was radiographing welds which were questionable.
Applegate~ did not appear to know who was responsible f or these instructions: j ,

CGEE or Kaiser. However, someone had directed FM to go back and "re- p/
examine welds." Applegate informed Phillip that either CG&E or Kaiser -

ignored PM's radiographs of the welds because such examinations normally
-

only consisted of and required visual inspections and not radiographs.
This according to Applegate was done at the direction of M'r. MarsRall
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 delivered 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 time of an NRC
hearing on Zhamer. Applegate said that much controversy was generated at
the hearing regarding fuel rods that were allegedly dropped; but in fact.

it was these pipes - not fuel rods - that were dropped.

As background, Phillip noted that Pullman-Kellogg was the supplier
(vendor) and therefore was responsible for the quality aAssurance (QA)

,

'

and quality control (QC) work related to the weld and the structure of
the prefabricated pipe. As a normal procedure QC inspections are not
done at the site for adequacy of the equipment or the welds. Phillip

further stated that the equipment is inspected only for damage in transit
and inventory purposes during a " receipt inspection" which dces not
include either visual or, radiographic examinations of welds.

4

Phillip said Applegate provided him with three specific examples of
welds rejected by PM but then approved by Kaiser. Applegate claimed
that one was buried in concrete and he felt the utility was not going to
do anything to correct it.

.

Another area related by Phillip pertained to Applegate's disclosure that -

there were " problems" s ith pipe flushing operations. Apparently,
someone (not identified) had informed Applegate that as a result ofI

banging pipes during the flushing procedure deleterious substances came
out of the pipes and the " flushing" failed the test. The individual who,

observed this problem attempted to resolve it by raising the issue with
'

his supervisor. Applegate claimed that the individual subsequently quit

| because there was no action taken. As the discussion continued Applegate
' also stated to Phillip that another individual at the site had been

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

!

,

,
4
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Applegate then identified an individual by the name of Murray who was
employed by CG&E. Phillip stated that according to Applegate, Murray
was "all right" meaning that he would cooperate with NRC. /.pplegate then
proceeded, to tell Phillip that he (Applegate) had provided Murray and
QA Supervisor Schwiers, with information about the alleged defective'

.

Phillipwelding and the specific locations of the welds in question.
believed Applegate said that Schwiers had one weld tested, found it to
be defective, and then related that the weld would be fixed.

Bhillip stated that Applegate continued the interview by claiming that
he had developed information pertaining to the time card padding and
CG&E subsequently notified the Kaiser Corporation Headquarters in California

.

of the time card cheating. Representatives from Kaiser then came to the!

Zimmer site and were informed that evidence was obtained that confirmedj

the time card padding. Applegate also advised Phillip that CG&E told
Kaiser that they had an individual working undercover. Applegate then
stated that shortly af ter this meeting the undercover operation was
terminated because of two factors: (1) Kaiser was now aware that someone
was working undercover for CG&E; and (2) the wife of the subject of the
original divorce investigation had nede 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 tLae card problem was
being addressed no action was being taken about the QC issues. Applegate

4

told Phillip that he originally contacted U.S. Senator John Glenn's
office to apprise hha of the information and obtain assistance. Senator Glenn's
offics prcvided his with the name of James Cummings, Director, OIA, NRC.
Phillip then explained that Applegate claLned 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 conversations ~

with Cummings which culminated with Cumrings' requesting that Applegate
provide "something in writing" compiling the allegations. Phillip
stated that Applegate thought about the request over a weekend and

According to Phillip, Applegate stated that he was upsetbecame angry.
about the request because he (Applegate) had been incurring personal

i

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
office who apparently referred the matter to IE.

Phillip stated that Applegate said that he had provided the same information
to the Cincinnati office of the Federal Bureau of Investigation (FBI).
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
would have to be handled by the appropriate agency. Phillip said he

explained that the cost of construction (i.e., cost overruns) also was

-

.
5
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not a matter within NRC jurisdiction. Phillip explained that Applegate
was not happy with his (Phillip's) explanation regarding the NRC's
position but Applegate did not challenge the respons:.

Phillip stated that the only other remarks made by Applegate related to
a variety of problems which allegedly indicated that there was mis-
management and collusion between pipefitters and security personnel.
Applegate stated this demonstratcd that there was not a proper commitment
to building a nuclear plant. Applegate also stated that as a result of
his attempting to bring 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 form of excerpts from
audio tapes. According to Applegate the information on the tapes indicated
collusion between high level managers of the project. Applegate played ,

portions of tapes for Phillip which he (Applegate) believed corroborated
his allegations. Phillip said Applegate controlled the recorder and
only played selected segments for Phillip - describing the contex
which each one occurred. Phillip explained that Applegate woul ddd

.

not release the tapes because he considered them to be "insuranc .,

i

Phillip said that many of the tapes were difficult to understand; in
those instances, Applegate interpreted what was being said. Phillip stated

that, based on what he. heard on the tapes he did not hear any information
which indicated there was some type of collusion or cover up going on at
the Zimmer site. Phillip said that, after Applegate had skipped around
on the tapes, Applegate confirmed that he had played all the important

However, Phillip did state there was some information on the tapesparts.
identified three specific welds which was detailed enough to checkthat,

into during an investigation. Phillip stated that in his opinion comments!

like 20 to 30 percent of the welds at the plant are defective were too .

general and needed more support before they could be investigated.

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 acturing of belt buckles may be required for
construction purposes, it was a problem which should be ' addressed by
CG&E, the licensee, and was not within NRC's jurisdictional responsibilities.
Applegate also provided information about people being fired for time
card padding or cheating. As Phillip recalled, however, Applegate did~

I not state that any of the individuals fired as a result of his investiga-'

tion into time card cheating were in' fact the same individuals who had
attempted to raise safety issues. Phillip advised that the only docu- -

mentation furnished by Applegate during the initial interview were
reports submitted by the security firm (Confidential Service) who employedPhillip said Williamson leftApplegate and were under contract to CG&E.
the interview to photocopy these reports at the Federal Building in

.

.
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He said Williamson spoke with an FBI agent and obtained aCincinnati.
copy of a February 14, 1980, FBI letterhead memorandum which confirmed

The letterhead memorandum alsothat Applegate had spoken with the FBI.
reflected that an Assistant United States Attorney had declined prosecution
on the matter.

Phillip recalled that he~ had a subsequent telephone conversation with(1)Applegate on Hkrch 4,1980, during which they discussed two points:
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 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
Philliphim as Sellers said he would; Applegate responded negatively.

said he also confirmed Vhich of the Sellers brothers at PM was the one
Applegate was referring to.;

after returning to the Region III office andPhillip then stated that,
reviewing some of the material furnished by Applegate, he (Phillip) had
a discussion with Chuck Norelius, his supervisor, regarding the allega-

i
,

Phillip explained that the meeting was held to establish what,

tions.'

issues were going to be investigated by NRC. Phillip also explained
| that he had already made an initial assessment of the information and
| had informed Applegate of which allegation e within NRC's jurisdiction.
l

| Phillip then stated that he relied on his experience with the
Commission and his professional experience in judging what issues were
going to be investigated. Phillip continued by stating that there were
additional discussions with region personnel after they determined that
the welding allegations were going to be investigated. Phillip stated

that Kavin Ward, an inspector, had been assigned to assist hLa in the
investigation.

.

Phillip 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
obtain specific information regarding the incident. Phillip recalled

that Applegate could not provide any information related to specific
documentation Which may have been taken from the FM trailer..

The interview continued with Phillip.'s explaining that the issues were
"scoped" but initially they were probably somewhat general in nature and
not very specific. 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 Norclius.
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.

"..
,
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In response to questions about regional procedures and discussion of the
initial allegations, Phillip atated that there were several discussions
with different regional personnel. Phillip stated he had conversations
with Messrs. Norelius, Kavin Ward, Vandel (Project Inspector), Danielson.
(Kavin Ward's supervisor), and perhaps, Fiorelli 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 there was any advanced notifica-
tion 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

I could alter " poor performance" rapidly enough to affect invectigations.
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

.

Phillip was not sure how specifically they identified theManager.
allegations to Schweirs; they probably identified them as QA/QC problems
without specifying the area of welding. Af ter meeting uith Schwiers
they interviewed Alan Sellers, QC Supervisor for FM who stated that he
was unaware of any list illustrating welds rejected by PM which were,

subsequently accepted by Kaiser. As a resdit 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 PM
to pull radiographs and " reader sheets" to determine how many PM radiograph
" rejects" were overruled by Kaiser and subsequently approved. Phillip

stated that they checked the records for approximately 99 weld radiographs
and only two were overruled. Phillip explained that in both cases -

Kavin Ward concurred with Kaiser's interpretation of 'the radiograph.
~

~

| Concerning the three specific welds that Applegate alleced to be defective,
! Phillip stated the radiographs were reviewed by Ward who discovered that|

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

|
identified in a comprehensive review of PM radiographs conducted by

j another firm, NES. Phillip advised that Ward could better answer specific
questions regarding the welds.i

*

| Phillip then stated that he did not check into the " break in" of the 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 were

.

not the official ones.

.

* .
.
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Phillip stated that at hat time h also attempted to address the allegation
involving alleged pro ems in the ' pipe flushing" procedures. Phillip ..

' advised that the all gation aro from the initial allegations made by
af ter cont eting the individual who had knowledge ofApplegate; however

the problem (T/h y he (Phi ip) was unable to obtain any specific!

informa tion. The ihdividua did inform Phillip, however, that the
" hydro test" was run and the system was modified after the test thus

This statement resulted in an inspection whichinvalidating the test.
disclosed that the circumstances, as described by the individual, were
factual. Phillip then stated that the " hydro test" was going to be
rerun with an inspector present.

.

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

at the time that he and Ward arrived on site these pieces of pipe were
supposed to have been in a " hold status " however, they were not " tagged"
as such. The spools were shipped by the vendor, Pullman-Kellogg, and
were "enloaded" 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 ofi the pipe, Ehillip explained that the pipe was radiographed by PM for
"information purposes" and not as part of a regulatory requirement or
appropriate test procedure. Phillip stated that CG&E and/or Kaiser were
therefore committing to radiographs and documentation as it related to
the condition of the pipe when a visual inspection would have been
sufficient. Phillip noted that PM found " rejectable indications;" .but
they did not actually reject the pipe because only Kaiser could accept

Subsequently, several Nonconformance Reports (NR) were issuedor reject.
| and ultimately an NR was improperly written which resulted in some 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 apparently the QA Supervisor,
Schwiers told someone to "line through" and void the NR. Phillip stated

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

|
I on an NR. Phillip concluded this portion of the interview by stating

that he did not take any sworn statements or write reports of interviews
,

and did not believe it was necessary.

Phillip continued by explaining that, even after he left the Zimmer site
he thought that maybe all the work had not been done - although he had
told CG&E that there wa's one item of noncompliarce. After returning to '
Region III Phillip discussed the results of the investigation with

*
.

Norelius and also told Norelius that he had come concerns and believed
,

e
9
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that more work was going to have to be done. Phillip then stated that
he returned to the site several weeke later with another NRC inspector,
Tom Vandel, to make further inquiries regarding the pipe spools. Phillip

stated that the pipe was checked and they concentrated on the " paperwork
problem."

Phillip recalled that he 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 FM people and possibir 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 eliminated any chance of Applegate's

, maintaining his confidentiality. Phillip believed that Applegate did
'

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

In response to a question regarding procedures for identifying individuals
,

f contacted and reported in IE investigations, Phillip stated that the' '

procedures do call for making an identification key. Phillip then

1 stated that there was no identification key for his investigation.g

f

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 af ter Applegate "went
public" a reporter from Channel 9, Cincinnati, contacted hLa 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

QA Manager, CG&E, who stated that they would permit
.

with Schwiers,:
Channel 9 to come on the Zimmer site for an interview in Resident Inspector,
Daniels' office. Sometime later, Mr. Altemuehle, CG&E public relations
officer, asked Phillip if he would attend a press conference downtown.
This apparently was done to provide the other representatives of the

the results of the investigation atmedia an opportunity to learn about
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 s".te and the fact
Phillip replied toworkers were coming to work drunk or intoxicated.

|
.'

|

,
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the question by explaining he did not know of the allegation, as stated.
,

When asked whether NRC was concerned about this, Phillip replied that it
was the employer's concern beceuse, even if a drunk welder made a bad
weld, the licensee's QC inspection program was designed to catch faulty

Phillip stated that Nk. Borgmann, V.P. of Engineering,workmanship.
CG&E, and Mr. Altemueble were also involved in the press conference.

Phillip explained that on May ,7,1980, he had several different telephone
conversa*fons with Applegate, Bill Ward (IE Headquarters), and Rita Giordano
(. reporter for the Cincinnati Inquirer). Apparently Applegate had new
information (tapes) which he claimed indicated that CG6E had lied to NRC
and that there was a criminal conspiracy. According to Phillip he contacted

i

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 the
licensee and Kaiser to prevent PM from disclosing defective welding at

Phillip stated that he decided that if Applegate, in fact,the plant.
had this type of information it would be better to interview Applegate

This apparently was concurred in by Bill Ward andat an FBI office.
Phillip explained that' he then talked with Jim Donahue,Norelius.*

i Region III's Chief of Safeguards and requested that he make arrangementsDonahue then contacted Special Agent Robert Buckley,' for an interview date.
Atomic Energy Desk, Chicago Field Office, FBI. Phillip stated that the
interview took place in the Dirckson Federal Building in downtown Chicago
at which time Applegate presented the " tapes" and made his allegations.
Af ter listening to the tapes Buckley a,dvised Applegate that he did not

'

hear anything which constituted a violation of the Federal criminal
The taped conversations were made by Applegate of telephone,

'

statutes.
ceuversations he had with representatives of EH, including the prasident

| of the ecmpany, Mr. A1 dredge.'

Phillip then stated that Applegate was not satisfied with the results of
the interview and the fact that the FBI did not accept his (Applegate's)

{ claim that the tapes were evidence of crininality. Phillip also stated
I-

that Applegate was complaining of not having any money or transportation'

to the airport for his return flight to Cincinnati and requested FBI orAtPhillip stated Applegate's request was denied.NRC transportation.
the close of the interview Buckley advised Applegate that the NRC would
provide him with any additional information obtained and a copy of the
NRC report when the NRC investigation was concluded.

Phillip also told
Applegate that he would further review the taped conversations (which
Applegate provided) and interview A1 dredge.

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

Phillip stated he provided Giordano basically the same information
i FBI.

described above. Phillip went on to explain that he then made attempts
to contact A1 dredge 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,

|

:
i
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advised Applegate that a report would be coming out and NRC would provid'e
.

him a copy.

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.

Phillip explained there were individuals named in Applegate's reports
who may have had knowledge of 'the welding problems; however, Phillip did not'

b,elieve that it would have been fruitful to " track people down to obtain
weld information" because Region III was already aware of welding difficulties,

'

and numerous NRC inspections had been conducted. Phillip added that the
specific welds in question could be checked by reviewing radiographs.

-

Phillip also noted that individual welders would not be in a position toI

know what subsequent actions were or were not taken to correct deficientI

| welds.
| Phillip was then provided an opportunity to review the list of allegations

described in the petition to the Special Counsel. Upon reviewing the,

I

, allegations Phillip provided a response to each allegation identifying
.

i allegations which had been previously addressed during either his investi-
gation or other Region III efforts and those which appeared to be newI

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 sometimes the
report is a series of interviews, he'of ten feels it is better 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

(1) -

that investigations of allegations are best reported as follows:
state the allegation; (2) list details provided by the alleger; (3)
state the findings; and (4) list details supporting the findings.

HePhillip said he did not take any written statements in this case.
said it is up to each investigator's discretion to decide When to have
a witness or alleger sign a statement. Phillip recalled only one occasion
when he 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 obtain statements from any witnesses unless he feels he will be
receiving conflicting significant information. Phillip said the only
time the thought even entered his mind was in connection with the circumstances
of the notation being cro.ssed off the nonconformance report which allowed
the five spool pieces to be installed. Phillip noted however that the

thisconsensus, which he believed also included Norclius' view, was that
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 ssid that having IE invastigators a.dminister osths to witnessas .''

is a relatively new idea. He said that oaths are a useful tool, however'

they are not appropriate for use in every situation. Phillip said oaths
Phillip noted that IE investigators dohave been used only sparingly.

He said that investigatorsnot have general authority to administer oaths.,

!

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

Phillip believed-this was a rather cumbersome approvalHeadquarters.
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 mest be requested in advance. .

Phillip said that the IE Inspectors Manual is a training teol for new
Phillip said he wrote Chapter 8 which addresses investigations.personnel .

Phillip's attention was directed to paragraph 1 on page 6 which states:

Every complaint or allegation received, regardless of the source or
i the avenue of consunication involved, must be evaluated and docu-! '

There are instances wherein the complaint or allegationmented.
obviously has no substance and it comes from an indiv fdual suffering

g
1

from a mental disorder. Even in those cases, at least a nemo to
( 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.

f Phillip responded that this passage means that investigators cannot
dismiss entire contacts withouc appropriately documenting it; however,
it does not require itemization of specific allegations and how each one
would be handled.

Phillip said that people outside the nuclear field generally do noti

j realize the number of checks and balances that exist at nuclere power ~

He said that as an example it would require a lot of collusion
-

plants.
to get all the required signatures on a false document such as a NR.

although review of documentation is necessary, itPhillip stated that,
is not true that IE inspectors ILnit their inspections to " paper reviews."
He said it was more than common for inspectors to look at the hardware
itself. He also pointed out thati under the IE modular inspection
program, the licensees notify IE of when certain tests and activities
are to be parformed and IE inspectors then witness them. Phillip said
that in this investigation Kavin War,d reviewed radiographs, which Phillip
considered to be "hard evidence." Phillip said that IE dccs not have
independent capability to perform its own radiographic testing to double-
check the licensee's radiographs. Phillip did not consider this to be a
problem because the licensee would not have had tLae to substitute
radiographs after Hard and he had randomly selected the system they
intended to review.

.
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Interview of Welding Inspector

Mr. Kavin D. Ward, Inspector, Region III,On January 27 and 28,1981,
IE, was interviewed by Arthur Schnebelen, Special Assistant and John Sinclair,
Investigator, DIA. Mr. Ward was advised that DIA was reviewing the IE
investigative effort Which was conducted as a result of the allegations
raised by Thaams Applegate of . construction deficiencies at the Zimner,

J
construction project.'

Ward sts*ed that the investigation he did with Gerry Phillip regarding '
.

the Appleha+2 allegations was only one of 52 trips that he made to '

different sites during 1980. Ward recalled that he was informed of the
*

general allegations by DUane Danielson, Chief, Materials and Process
Section and told to discuss his (Ward's) participation in the upcoming,

'

investigation with Phillip. Ward stated that most of the specific
information regarding the allegations were discussed on the plane tripWard continued byand on the way to the Zimmer site in Moscow, Ohio.
stating that he could not recall any "real meeting" which may have takeni

i place at the Regional Office for planning purposes and helieved 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

|

i

a truck When they were delivered to the site.

As background Ward explained that he had made numerous inspections at
the Zhemer site and, in fact, had conducted a " pre-service inspection"

Ward stated that inwhich included an independent review of welding.
| 1978 he had looked into several " turnover velds" which had been accepted

Ward further stated that welds that are " turned over"
i

by the licensee.
are considered to be " accepted" welds. Ward stated that at that point
NRC would inspect the we~ 3 documentation which presumably would no
longer have any problems and any discrepancy would have been resolved. *

Ward continued - ' - ,-1=4-e' that af ter checking and reviewing approximately
b 40 radiographs and related docementation he discovered 17 which exhibited# As he recalled there was one item of noncompliancea variety of discrepancies.I 4dentified Which pertained to a violation of the American Society ofion III. Ward eben stated that ar

h,chanical Engineers (ASME) / dgg racted by Kaiser Engineering, Inc.g

g 1as by the name of Peabody co*

j (KEI) to do the radicgraphy work. The problem originally identified by

jg// Ward legarding the radiographs indicated there may have been a problemHowever, Ward continuedwith the quality of Peabody's radiography program.
by explaining that on a recent inspection at the site (January 1931) he - ..discovered a similar protles with the radiography being performed by a
new firm, NES. The inspection included the review of 20 radiograph
packages that had been acceptep illustrating that welds were satisfactory. '' -
Ward's inspection disclosed that four of the radiograph packages contained

| Based on this he notified the licensee that discrepancies
i 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 was

! done to resolve the allegation. Ward explained that the report wasi

suf ficien'tly detailed and probably contained more information than an
inspection report would. He (Ward) thought Phillip had done a thorough
job of reporting the information. Ward stated that the language which
indicates there were "some discrepancies" identified pertained to the

In fact the information in the report is a result ofradiograph review.
Ward stated that he revieweda, review conducted by NES inspectors.

documents and radiographe Which had already identified " discrepancies."
He (Ward) did state that the report language does not address whether or *

not there were defective welds: it only discusses improper radiograph
| Concerning the one weld identified as K-811,techniques / procedures.

Ward responded by stating that he did not know the date that the described:

weld had been cut out and replaced by a new weld. Ward also indicated
that he believed that it probably would have been better to identify, by
date, When the weld was replaced in order to respond to the allegation.

.

s Ward then volunteered some information concerning the procedures and
According to Ward when anphilosophy of the NRC inspection program.i

inspector identifies a " problem" during an inspection and is assured1

that the problem is documented in the licensee's system, then IE will beWard stated the exceptioncontent to " watch it" until it is resolved.
to this policy would be if a piece of equipment was going to be installed
in an area no longer accessible if construction continued, such as, if

Ward explained that "as long asit was going to be placed in concrete.
the plantHis not operating and the problem has been identified, it is
not our (IE') position to tell them (licensee) how to resolve it." Ward
was questioned as to whether some time limit would or could be placed on:

Ward stated; a licensee to resolve " deficiencies" that IE was watching.
that generally no action, in the form of issuing an item of noncompliance,
is taken until. the contrector or licensee has accepted or certified to ,

NRC that all work, inspection and documentation, has been completed and
!

Ward also stated, in response to questions concerning" signed off."
1976-1977 welding that still has not been " signed - off," that IE will

, continue to monitor or track the deficiencies until they are resolved.'

When asked how long that effort (monitoring) would continue he (Ward)
stated it could be all the 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
'

| report does indicate that the discrepancies which were identified in the
report were considered unacceptable and would be checked in the future,

!

! by the NRC inspection program. _,

Ward explained that the five pieces of pipe (spools) which had been
" dropped" off the back of a truck unloading at the Zimmer site were very!

'

large pieces of pipe and were therefore not likely to be damaged from
According to Ward the pipe was about 12" in diameterj

| rolling off a truck.
,

i

f
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and over a half-inch in wall thickness. Ward stated the difficulty with -

the pipe arose in the instructions given by either Kaiser or CG&E toWard stated that,radiograph the ends of the pipe for possible damage.
because of the type of " cap" which was welded to the ends 'of the pipe,
it was not possible to determine the conditions of the welds through

Ward then stated that ASME procedures require that ultrasonicradiography.
testing be conducted. The proper methods would have been magnetic

Ward then explained why radio-particle tests or dye penetrant tests.
graphy would not produce the required test results.

Ward stated that he did not recall whether he had reviewed all documentation
.

related to the welds. .

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 (Rard) stated that he probably had reviewed the radiographs.
Ward reitarated that, because the " final acceptance" had not been made,*

. no further action had to te taken by NRC. Ward and Phillip both explained
that it appeared worthwhile to include information in their report
regarding previous inspections and knowledge of NRC about welding documentation
problems at Zimmer.

Ward stated that Pullman-Kellogg, the pipe manufacturer, had come to the
Zimmer site to conduct ultrasonic testing on the stipulated pipe spools.

InAs a result of the tests the welds were determined to be acceptable.
conjunction, Peabody conducted ultrasonic tests and also stated the
welds were acceptable.

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 prob.' ems 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 Schnehelen, David Gamble, and John Sinclair
of OIA. .

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

located a reference in the Region III working file on this investigation
that the allegations were received on February 28, 1980. Norelius could

.

.
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not remember whether Region III received the allegations by memorandum!

He said memoranda are usually from either Victor Stelloor by telephone.
(Director, IE) or Dudley Thompson (then Executive Of ficer for Operations
Support, IE Headquarters). Norelius said telephone calls from_IE
Headquarters were usually made to him. He said Thompson usually made
the calls, however, William Ward (Chief, Headquarters Investigations
Branch under Thompson) could have called directly.

Norelius said Gerald Phillip was his senior investigator and he relied
He said that whenupon Phillip to assign cr.ses to individual investigators.

| he and Phillip discuss case assignments, they usually reserve to Phillipf

and James Foster (the next most senior investigator) those cases thatt

N'relius>are more complex or have the potential for more visibility. o

could not recall at what point-he and Phillip discussed Applegate's
,

allegations.
,

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

He was sure he had this perception at least af ter Phillip briefedcase.
him about his interview of Applegate. N'orelius did recall Phillip's,

'

description of his telephone call with Applegate to set up their interview.
.

He renenbered Phillip's saying something to the effect of "Here's a guy
| Hewho claims that there's some sort of thing that sounds significant. -

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

I

f Applegate really had What he claimed he had, it may be something significant.
Norelius said that based upon that assessment, they moved quickly on

c

i this case.

Norelius said Investigator Len Williamson (then with IE Headquarters)
He acknowledgedaccompanied Phillip for his interview of Applegate.

that Headquarters participation in investigations was unusual but it was
done in this case to encourage some interchange between the Region and ,

Headquarters for developmental purposes.

Norelius said his file reflects that Phillip and Williamson interviewed
On his return Phillip informed NoreliusApplegate on March 3, 1980. Phillipthat Applegate did not have everything he initially said he did.Norelius said that he andhad narrowed the allegations to a few issues.

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 - espec.ially the senior investigators like

Norelius particularly recalled from Phillip's briefing thatPhillip.
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

.

O

#
8

--,_.-..,_,.--..73 .,m.w.______-,,,,,-n--_-,.,._m.. % , .,__y, mm, -_,--,,---y*.m.. . 6 a 4M. - _ - -* O..,. - - - _ . -



___ . ,

, .-

.

- ... _

,

Noreliusallegations- to the attention of Regional Director James Keppler.
said Keppler meets with Regional management at 8:00 every morning and
one of the things he always mentions to Keppler are the important 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 stnilarly would have informed Keppler that
Phillip's interview of Applegate indicated that the allegations may not
b,e 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 determine 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 and why (this analysis!

eliminates allegations that are (a) not safety-related or (b) too general
to pennit investigation); and (3) conduct the subsequent investigation.
Norelius said there is no IE policy requiring documentation of concerns

|
that are 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. Norelius 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 infonmation on costs (e.g., overruns) to state regulatory
agencies. Norelius said that, although IE sometimes investigates harassment,

j
of individuals, they normally refer such allegations to the U.S. Department

Norelius believed that Phillip would have informed Applegateof Labor.'

of which of his allegations were within NRC jurisdiction to investigate.
Norelius 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
He said, however,at problems broadly to assure that they are addressed.

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 entire (welding) program. To cope with the . allegation, they
usually try to pin down specific examples and the decision to broaden

Norelius noted that he discussedthe inquiry is based upon what develops. to thethe scope of the investigation with Phillip after his first visit
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 Kavin Ward, one of the-
Region III nondestructive examination personnel, accompanied him on a

Norelius remembered their speaking of a noncompliance forlater visit.
the installing pipes that should have been "on hold." Norelius recalled

'.
.
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discussinj'with Phillip the significance of this item and whether escalated~
.

enforcement action was warranted (Norelius explained that he was the
Norelius concluded that thisRegion III enforcement coordinator).

situation did not warrant stronger enforcement action because the pipes
were still identified in the plant's system as ncacanforming items.

Norelius recelled an allegation by Applegate after the investigation was '

underway that there was' a cover-up involving Peabody-Magnaflux (PM).
Norelius said that Phillip, James Donahue (also with Region III), and an

HeFBI agent interviewed Applegate jointly about this allegation.
d Applegate played a tape recording for the interviewers and'd*un erstoo Nore11us said he laterthey concluded there was not much of a case.

listened to the same tape and he did not 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 subpoenai

He did not see any need for subpoenas inauthority on one occasion. Norelius said IE investigations areconnection with IE investigations.
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 IE investigations.
'

i

Norelius said the Region has taken signed, unsworn statements from
| He said this was done before they ever hadwitnesses for some time.

authority to administer oaths and it is still done now even though they
'

Norelius said the decision as to when to use signed,can use oaths. He saidunsworn statements is lef t to the investigator's discretion.
that an exanple of when they would be used is when specific details,,

such as a time sequence, are needed in a witness' own words.
I

Norelius said oaths are a useful tool, but he would not advocate their
He said that, although oaths have been used . .

use in all investigations.
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 investi-
gators to administer oaths because they do not conduct criminal investigations.
Norelius felt, however, that 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

Gaston Fiore111, Chief, Reactor Construction andOn January 26, 1981,
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 01A was reviewing
the IE investigative effort Which was conducted as a result of the
allegations raised by Thomas Applegate concerning construction deficiencies
at the Zimmer construction project. Fiore111 advised that he had some
knowledge of the allegations brought by _ Applegate and was involved inFiore111some portion of the investigation to provide technical support.
recalledthatGerryPhillipoftheinvestigatives/'taffhasbeengiven
the lead on the assignment. He, Fiore111 had been-contacted by the '

Ininvestigative staff about providing technical support for Phillip.
this particular investigation Kavin Ward was assigned to assist Phillip
because there had been allegations concerning welding and Ward was theFiore111 explained '
person most familiar with welding problems at Zimmer.
that he could not recall specifically any dates on which briefings or
meeting were conducted regarding the allegations, however, 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
1ed 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
with regional personnel regarding the problems identified at the site.
Fiore111 could not recall specifically who attended the meetings, but he|

l

was sure that the Region III procedures required that a meeting would
Fiore111 surmised that it probably would have beenhave taken. place.

some time af ter the inspection (investigation) at the site was completed. -

4

Fiore111 also stated that individuals who were probably in attendance at
regional meetings were Kavin Ward, Harry Danielson, Tom Vandel and

Fiore111 advised that Knop was the section chief responsibleDick Knop.

for Zimmer.

At the conclusion Fiore111 stated that IE investigations are considered *

a "very sacred activity" and the line groups are very sensitive to avoid
! any interference with investigative matters.'

I Interview of Chief, Materials and Process Section

On January 28, 1981, Mr. ane H. Danielson, Chief, Materials and Process
Section, Region III, IE, C, was interviewed by Arthur Schnebelen
Special Assistant, and J n Sinclair., Investigator, OIA. Mr. Danielson *

! was advised that the purpose of the OIA investigation was to determine
the adequacy of an IE investigation which was conducted in 1980 responding -

'

to allegations made by Thomas Applegate. ...

Mr. Danielson ' began the interview by explaining that the regional organi-!
'

zation structure was such that different branches would provide assistance
to the investigative staff during an investigation, depending on thei Danielsonspecific area being looked into and what expertise was required.
then stated that during the particular investigation in question one of

.
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the me'mber of the team, Kavin Ward, was from his unit. Danielson
~

continued and stated that it was typical for Phillip to come directly to
The situation or allegation generallyhim and request assistance.

dictated whether or not there was a need to assign someone to an investi-
Danielson then explained that once someone is assigned to angation.

investigation, there is little further involvement from a management
standpoint unless the investigation develops what is considered a major
problem or finding. In the case of additional problems it would be
necessary to have more management meetings among regional personnel.
Danielson further explained that usually the investigations and reports
ire 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 stating that he instructs
his personnel "to not get in the middle" and to only assist the investigator.
Danielson also stated that he did not want the inspector making any

In the case of the stipulated IE investigation he (Danielson)evaluations.
would have advised Ward not to make any evaluations concerning the
welding and not to offer any advice to the licensee. Danielson then
stated that he believes that NRC should not take a position duringDanielsoninspections and should not provide instruction to the licensee.
continued by stating as long as NRC is aware that there is a problem and ,e

the licensee,has been apprised of the deficiency then NRC should monitor
.'

b/the licensee'ss .cffort until the problem is resolved. In response to

questioning, Ds'ielson stated there is no time frame for making an
licensee perform corrective work. Danielson stated it could be 30 days

Danielson stated that items ase discovered to beto several years.
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.

.

Interview of Chief, Projects Section

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

the GIA investigation was initiated to determine whether oradvised that
not an IE investigation conducted by Region III at the Zimmer Nuclear
Station had suf ficiently addressed the allegations brought by Thomas Applegate
during early 1980. - ,

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
in making decisions regarding investigations. ' Investigative efforts,'
according to Knop, may touch on or address areas which have been inspected
or looked into in the past by IE; therefore, it is necessary to have
investigations take the lead and provide more independence. Knop recalled that

- '.
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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 informatien that had been

Knop stated that he believed there was an allegationreceived'by Phillip.
three defective welds and another allegation concerning fiveabout

pieces of pipe which were delivered to the Ztamer site and dropped from
Knop could not recall the third area which was tothe back of a truck.Knop explained that the main concern of the inspectionbe investigated.

effort was to identify welds or radiographs that are questionable andKnop alsodetermine if there is a system to " track" the deficiencies.
explained that once the deficiencies were identified there would haveKnop could not furnish anybeen no need to pursue the matter further.
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, by Investigators David H. Gamble
and John R. Sinclair, OIA.

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 BuckleyDonahue
(haad of the Atomic Energy Desk of the FBI's Chicago office).
believed that Applegate had requested the joint meeting with the FBI
based upon certain criminal acts which Applegate believed had beenDonahuecommitted by individuals at the Zimmer Nuclear Power Station.
said he was the one who set up the meeting because he was Region III's

Donahue said he accompanied Phillip to theprime contact with the FBI.
meeting only to introduce everyone and then to observe. .

recall all the substance of what Applegate related atDonahue could notHe did recall that Applegate played a tape on a miniaturethe meeting.
tape recorder - crplaining who each speaker was and what they were

Donahue said Applegate felt these recordings of conversationssaying.
that he had had with others provided evidence of some criminal acts.
Donahue said Applegate's portion of the conversations struck him asDonahue said Buckley advised that, ifconsisting of leading questions -
there were any Government subsidies involved - either ' state or Federal,
Applegate should pursue his allegations under the provisions of the
" White Collar Crines 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 of
a criminal conspiracy. Donahue believed that Buckley was a bit " miffed"the meeting drewat NRC for bringing Applegate there; Donahue knew that '

Donahue
Buckley away from some important work on terrorist activities.
also understood that Buckley had contacted the FBI's Cincinnati office
and heard of their earlier contact with Applegate.

.
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Donahue sail Applegate questioned why Phillip had not talked to more
-

;~
"

individuals in his investigation. Applegate named several individuals j

but Donahue could not recall their names.
Donahue recalled that Phillip j

responded that it was unnecessary because he had resolved the issues.

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
should be looking at. Donahue believed that Applegate felt that IE
investigators should be criminal investigators who looked at all criminal

Donahue saidviolations from petty thefts through false documents.
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 Government 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'e judgment
and investigative abilities. Donahue said Phillip is considered to be
the " Dean" of IE. investigators.

Interview of Regional Director

On January 29, 1981, Mr. James Keppler, Director, Region III, IE, was interviewed
by Arthur Schnebelen, Special Assistant and John Sinclair, Investigator,

Mr. Keppler was apprised of the nature of the investigation andOIA.
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
! was limited. According to Keppler he did not actively participate inj

the decision-making process as to what information provided by the
I alleger, Thomas Applegate, was going to be 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 activities,
,

including investigations, during which he would receive reports on the , , ' ' -'

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 madeKepplerwithin the investigative unit and their Annediate supervision..

added that the particular En cuestioEfinvestigationfund resulting investigative
report is fairly typical of how all allegations are investigated and,

.
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sure that -

Keppler also stated that he was notdocumented by the region.
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

The distinction is that construction projectshave operating reactors.
have so many more people involved in various phases of construction at

A problem trises in deciding how much investigative work isthe sites.
required to resolve the allegation and (3whether the investigative effortIn the investigation in question, Keppler recalledis properly scoped.
that there was an allegation of construction or craf t personnel reporting
to work drunk and drinking on the job. According to Keppler this particular
item or allegation was not addressed because it was a general-type
allegation and not supported by much in the way of specific informat_on.
Keppler then stated that he was not certain that 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's interest
being in whether or not there was a health and safety impact related to

Keppler explained that the purpose of the QA program is tothe work. NRCensure that any unacceptable work does not remain uncorrected.'

inspects against the QA program to determine if the work is being done/
.

l

correctly.

Keppler also stated that he believed Region III investigative procedures[

|
' required that an alleger be informed of what allegations or issues wereKepplerwithin the jurisdiction of NRC and were going to be investigated.

added that it was also a regional policy to recontact the alleger at,

the conclusion of the investigative effort to provide him with an explanation
'

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

,

-

Mr. Keppler was questioned as to why %( the investigative team did not
identify the dates of weld repairs or report descriptions of discrepancies
identified in the radiography review. Keppler respanded by stating that

the welding allegations had not been thoroughly,

| he was not aware that
addressed and reported. OIA explained that one of the main issues which

| the IE investigation was actively pursuing had to do with alleged defectiveIn order to support that'

welds being initially accepted by Kaiser.
allegation Applegate provided the identification of three specific weldsThe IE " findings" replied to the stipulated| K811, RH 42, and CY 606.'

allegation by stating that one of the welds had been replaced, without
mentioning when the corrective work had taken place, and therefore did

N'

In
not pursue whether or not a defective weld may have been accepted.

,

addressing the two remaining welds IE explained that "some discrepancies"
were identified in the radiography review but decided not to undertake
any additional invest'igative effort.

i
|

-

.

-y _e. -,, . _ , , , . - . - - - .,.--....,._-.wm%,,. .,,_w,v._c3wn_ .m.y,..,__--.me -____r... _ _ _ _ _ _ _ _ _ _ _ _ _ - - - - - -



. ._. . ._ _ .. _ .-. - ____ _

, ,

.
. .

.

* .
. ...

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 var not thoroughly
addressed. Keppler also stated -that he could understand why Applegate i

or anyone making an allegation would be upset with- the results of the
investigation and feel that the issues or concerns were not appropriately'

'

addressed.
.

Keppler was advised that it was the lack of documentation which produced
In this particular

questions regarding the adequacy of the investigation.
instance the lack cf information in the report combined with limited
supporting documentation does not permit anyone reading the report toKepplerunderstand what investigative effort actually took place.'

stated that it appeared the report required additional, or at least more
specific, information to address the allegation.

Keppler concluded by explaining it was his perception that the obvious
weakness identified as a result of the OIA effort relateed to the entire| ,

'

Region III investigative program, rather than the performance of individuals.
,

|" Keppler then stated that apparently he and the regional management had
not been reviewing the results of the investigative program to ensureFollowingthat there were clear and complete responses to the allegations.
this statement Keppler suggested the possibility of additional review of
future investigative reports to see if the language clearly answered the

| Keppler then stated that one alternative would bequestion (s) raised.
to furnish the report to the Public Aff airs 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.' .

Interview of Former Project Inspector

Mr. Thomas E. Vandel, Resident Inspector, Wolf Creek Nuclear Site,
Wolf Creek, Kansas, was interviewed on February 10, 1981, at the Kansas City

Kansas City, Missouri, by David Gamble and John Sinclair,Airport,
Investigators, OIA. Mr. Vandel was advised 'that the purpose of the
investigation and interview was to determine what knowledge he had
pertaining to allegations 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 andeenable a rotation of inspectors. Vandel stated

...
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that he had been extended for two additional years at the 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 nucleer utilities and inspections at

Two of the facilities for which he was also. the PIthose facilities.4

was the Midland Nuclear Site and the Clinton Nuclear Site.
thisVandel continued by stating that he did not believe that even at

time there was an NRC resident inspector at the Zimmer site who was
Vandel statedresponsible for or experienced solely in construction.

that the first NRC inspector to be assigned at Zimmer was Tom Daniels,
who was responsible for preoperational inspection at the facility.,

i

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
Ihe hearingsother allegations at which he testified over a year ago. Vandel saiddealt with questions regarding the licensing of the project.'

the Office of Nuclear Reactor Regulation (NRR) was also involved in'.

doing some research about allegations, which were raised by intervenor
Vandel explained there were several issues he could recallgroups.'

which were being addressed by the NRC: (1)' cable trays and welding
regarding the cable trays; (2) installation of water-tight doors and,

i

related deficiencies; and, (3) water intake structures in the plant and
Vandel further stated he; rotating screens to bring in river water.'

believed the allegations 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

*

Vandel, Applegate had been an undercover investigator employed,by thei

licensee, CG&E, at the Zimmer Nuclear Site. Vandel believed that, sometime
after Applegate left the site and was no longer employed by CG&E, Applegate,

|
called the Region III office and made allegations regarding the Zimmer
site. Vandel stated that he could not remember what the specific allegations
were; however, there was one specific area that he was personally involved
in regarding the delivery of pipe spools at the site and their subsequent!

" dropping off a truck." This was 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 Examination Specialist (NDE) to accompany Phillip

Vandelto the site and make an inspection of the alleged deficiencies.,

'

then stated that he had been involved with sone of the initial 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 that Kavin Ward should go to the site. Vandel further
explained that he personr11y made the arrangements.

i
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Af ter 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 discovered.
One area that Vandel recalled wac the licensee was not clear in its
instructions when they requested FM 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'

were raised concerning the pipe. The radiography, as Vandel recalled,
caused some problems mainly because radiography was not required for
Wkamination of certain welds. Secondly, FM had conducted radiograph

, testing of welds, which did not have the proper 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.
Sametime af ter it was determined that only ultrasonic testing would be;

the proper method of testing the pipe, Pullman did come to the site and
>

perform ultrasonic testing which established that there were no defects
Vandel recalled he accompanied Phillip to the site forin the velding. Hea second review of documentation pertaining to the pipe spools. Vandel

checked records and determined the resolution to be accurate.nonconformance reports,then stated that he reviewed specific documents:
( PM test inspection reports and Pullman examinations which were conducted

by ultrasonic testing."'

Shs Vandel .. m.. ? ' explained that at the time he and Phillip were at
This was an areathe site they checked for material control procedures.

where the licensee received a notice of violation for releasing some
The specific citation involved the failingpipe spools for installation.

to follow a procedure for documenting nonconformance and properly resolvingVandelthe nonconformance before the installation of the equipment.
stated that he was responsible for initially writing up the items
(noncompliances). Ee recalled that he wrote two separate noncompliances
which were subsequently combined into one notice of violation by Chuck Norelius,

,

-

This was, according to Vandel, an enforcement or managementRegion III.
decision to combine the two noncompliance (infractions) into one and use
them as two examples of one violation. Vandel stated it was his belief

|
that this type of procedure was consistent with Region III enforcement
practices. ,

' Vandel added that he believed there were discussiona among personnel
f

involved in the investigation or persons reviewing the investigation,Vandel stated that this probablyregarding how to handle the results.. Vandel also believed thatinvolved himself, Norelius, Ward and Phillip.
there was one major meeting relating to the results of the investigationI

to determine what action was going to be taken.

According to 7sndel, Applegate had made other allegations regarding.

I other activities at the Zimmer site. One of these that he could recall
|
t

'
.

,
,
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involved employees removing or stealing materials belonging to CG6E from
Another allegation by Applegate involved the fabrication of;

the site.
'

Vandel also
belt buckles from ateel materials located at the site.
explained that he was of the opinion that the non-safety related allegations
were not going to be addressed by NRC and that this was explained 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

'

7 and that some of the allegations had been the subject of previous IE
investigations. Vandel stated that during the 1973-74 time period there
were allegations from a former Kaiser QC inspector that a manufacturer '

,

Vandelwas supplying poorly or insufficiently inspected materials.
continued by stating that he participated in one area of the investigation

,

'

On awith Phillip and enother inspector by the name of Terry Lee.
,

separate earlier allegation, Jim Foster 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 because3

Phillip had returned from the initial investigation at the site and
Afterbelieved there were areas that had not been completely addressed.: =

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
It was a result of the discussions withthe material control area.

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

'

Vandel then stated that, during Phillip's first visitmaterial control.
to the site, Kavin Ward had looked at the radiography and other nondestruc-Vandeltive examination areas which also included the pipe spool welds. ,

then continued by stating that Ward did not look into the control procedures
that permitted some sections of pipe to be installed without appropriate|

That was the sole purpose for Phillip and he to return to the;

procedures.
According to Vandel, Ward's efforts to address Applegate's al'egationssite.

covered one level concerning alleged welding deficiencies.

The second trip and investigation at the site was another level, or more
closely scrutinized effort. Vandel stated that one particular procedure!

'

being checked was the failure to keep identified nonconforming materialA secondsegregated from material that was re'ady to be installed.
procedure that was reviewed allowed the installation of material to be
installed in a location as long as it was " tagged" or had proper identifi-!

Regarding the specific issue of PM's performing radiographs of _.

cation.
pipe, Vandel believed it was. appropriate for Kaiser to overrule PM's

Vandel explained that, if anything, he believed that PM shouldtests.

,

e
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have been "chastized" for not doing their job properly. Specifically,,

Vandel stated radiography which was conducted by PH was an improper
technique for identifying possible defic 15heies 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
report which incorporated the details. Vandel explained that most of theVandelinformation and wording in the " Details" section is Phillip's.
t, hen stated that he did have the opportunity to provide certain informa-One portion - which was alreadytion which was submitted as drafts. Vandel,mentioned - invol'ved the noncompliances regarding the materials.
upon reviewing OIA's copy of the report of investigation, also stated

-

that he believed some of the input in the findings paragraph for allega-Vandel then explained
tion 3 (page 13) also contained his writing.
that the rest of his information or involvement in the compiling of the
report would have been only verbal exchanges with Phillip.

Vandel continued by stating that on a previous visit to the site a General
Mechanical Superintendent for Kaiser had showed him pieces of material
that some of the anployees had been using to manufacture belt buckles at

Vandel believed the belt buckle material was part of thethe site. Vandelmaterial which was used in the rotating screens at the intakes.
then stated that he did not pursue the belt buckle manufacturing becauseVandel continued by stating thathe did not consider it safety-related.
he would 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 lky-July 1979,
NRC staff attorney Charles Barth and he met with Mrs. Maggie Erbe from
Moscow, Ohio, on a number of concerns. One of the concerns was thej

Vandel had no additional involvement ini

manufacturing of belt buckles. ,

I

the matter other than he heard that Barth subsequently wrote a letter
Vandel then stated that heback to Mrs. Erbe regarding the allegation.

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
forward or volunteered the information to the NRC.

In regards to Phillip's|
Vandel understood that Phillip had informed

contact with Applegate,
Applegate that the IE was not going to investigate other issues rai ad

specifically, manuf acture of belt buckles, time cardby Applegate:
padding and drinking at the site.

Regarding the results of the IE investigation, Vandel stated that, at some
time near the conclusion, Phillip described all of the allega'tions to a
group at Region III; 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 of concern to the NRC.

'.'

.
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In response to some questions related to procedures for investigationsthe inspections' and investi-at construction sites, Vandel explained that
gations are unannounced unless there is a particular reason for advising
the licensee, e.g., to coordinate a schedule to view a particular phase

Vandel believed that it was the policy that investi-of work in progress.
gators initially contact allegers or individuals bringing information to
the attention of NRC by telephone to establish a time and schedule forVandel then explained
a personal interview to discuss their concerns.
that this is usually done by the investigators who make an effort to
dontact individuals away from the site. Vandel concluded by stating
there are certain occasions When the investigative staff requests an
inspector with engineering background to accompany them on specific
cases when they believe the information will be so technical to require
someone with technical expertise to assist in the interview of the

Vandel concluded the interview by stating that he could not
! alleger.

provide any additional information regarding the Applegate allegatiens
|

. or the investigation conducted at the Zimmer site.,

,

}
i

Reinterview of Gerald Phillip and Kavin Ward

Gerald Phillip and Kavin Ward were reinterviewed on February 19, 1981,
by James Cummings, Arthur Schnebelen David Camble, and John Sinclair,i

OIA.

Phillip described the review he and Ward performed of the 99 welds in
He said they obtained from document control;

the core spray system.
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 .the detailed weld history for each of the HePhillip said they did not review all the radiographs either.

-

welds.
said they reviewed all the reader sheets and found two situations wherel

*

Kaiser accepted welds that PM had considered rejectable. Phillip said

that Ward examined the radiographs for these two and agreed with Kaiser's
Phillip said they did not look at the radiographs ford etermination.

the others - including the "five to ten" that Kaiser rejected af ter PM
review was tohad accepted - because their ' objective in conducting tF1

determine (1) the degree of Kaiser's overruling and (2) whether Kaiser's
overrulings were legitimate.

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

Phillip responded that he believed the alleger said that theyKaiser? he did not recall the alleger's use of the wordhad " bought" bad velds:
" accepted." Ward explained, by way of background, that acceptance of a
weld is demonstrated by Kaiscr'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 wereWard noted that theonly interested in the final version of each weld.
licensee is only required to maintain the final radiograph and readerHard and Phillip believedsheet to demonstrate compliance with the code. Ward noted thatthey reviewed the radiographs for these three welds.
accompanying each of these radiographs was an NES form which documented
that it had discrepancies which had yet to be resolved.

P,hillip and Ward said they did not know whether CY-606 was a safety-
related weld, although Ward said he was subsequently informed that it

three weeks before this interview he learnedWard said that justwas.
from the licensee that the " discrepancy" with CY-606 was that an improper -

no shims were usedtechnique was used when the weld was radiographed:Ward said that he also just learned that this
under the penetrameter. Ward said that he is unable to independentlyveld is buried in concrete.
review a radiograph to determine a weld's acceptability when an improper
radiographic technique was used.

Phillip was then asked why the IE report's outline of CY-606 (page 8,12, 1979, finding ofpara. 4) fail'ed to mention that NES' October
" discrepancies" followed Kaiser's August 12, 1976, acceptance which
overruled the radiographer's August 11, 1976, finding that the weld was

they did not see the document containingPhillip claimed thatrejectable. Phillip further stated that, even if they had learnedthis overruling. He saidof the overruling, they would not have made a big point of it.
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 ovarruling 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-2138R1) . Phillip and Ward could
not explain why a deficiency in a 1977 veld was not documented by a NR

f Ward said that he learned just three weeks before thisuntil 1979.j interview that K-916 has not been radiographed because of water in the
Ward also said that a Kaiser nondestructive exanination supervisori

line. it is not safety-has informed him that K-916 is a class C weld (i.e.,
rela ted) .

Ward said he was also inf ormed just three weeks before this interviewOIAthat weld RH-42 had been cut out and replaced by K-261 and K-262.
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-

1

'

tion.was underway. Phillip expressed surprise and replied that he was
( Phillip and Ward said that when they reviewed thenot aware of this.reader sheet for RH-42 during the period April 7-9, 1980, it reflectedj

They said the records contained no indica-that the weld was acceptable.
tion that RH-42 had been, or was going to be, cut out and replaced.
Phillip said they did not inf orm the licensee in advance as to what

t

.
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welds would' be reviewed. Phillip noted thst, inasmuch as Applegate
-

* ' *

claimed he brought these welds to Schweirs' attention, the licensee may
.

have expected that someone would be reviewing this weld sometime.
.

Investigators' Note - Af ter a lunch break 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 insta11stion 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
that they were damaged when unloaded

pieces were bad at the factory - notPhillip said that he discussed the matter with Noreliusfrom the truck.
and, for :.hese and other' reasons, they decided that Phillip should doPhillip said that the Zimmer personnelfurther investigation at Zimmer.
knew he was returning because he so informed Schweirs a couple days
ahead of time.

Phillip said he established that Mr. Oltz, with Kaiser's Document Control
the NR notation. Phillip could notUnit, was the one who lined out

recall Oltz' excuse, but Oltz did agree that his method of closing the
Phillip said the warehouse man whoNR by lining it out was incorrect.

released the spoci pieces based on the altered NR informed him that he
was present when Schweirs directed Oltz to line out the notation.
Phillip said he did not pursue the matter af ter 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

only occurred because the Zimmer personnel considered itthis lining out
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 OIA 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
at the Washington National Airport, Washington, D.C., on ?brch 5,1981,

Williamson saidby Investigators David Gamble and John Sinclair, OIA.
he participated in an interview of Thomas Applegate which occurred,

sometime around March 3,1980. Williamson said that about a week before
that date his supervisor, William Ward, instructed hLa to meet Region III
Investigator Gerald Phillip in Cincinnati, Ohio, to assist Phillip in an

Williamson said that Ward informed him that Applegateinvestigation.
had called NRC; he believed the Headquarters Duty Officer had receivedWard saidand recorded Applegate's call and Ward called Applegate back.

.
'.
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Ward said'Applegate was articulate and seemed to have genuine concerns.the ZimmerApplegate indicated he had done some undercover work at ,

Nuclear Power Station. Ward gave Williamson the name of a Mr. Upchurch
who was with the FBI's Cincinnati office. Williamson understood his
purpose was to observe and assist Phillip as a witness; his limited
involvement was because he had only been with the NRC for about two

months.

Williamson said that he called Upchurch and informed him that he (Williamson)
Williamson thenwould be in town soon and may want to talk to him.

contacted Phillip regarding travel arrangements. He met Phillip at the

Cincinnati airport on 1bnday morning. They took a rental car to Covington,
Williamson didKentucky, where they called Applegate from a restaurant.

not know how much previous contact Applegate and Phillip had had.
Applegate gave 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 1:00 pm. He described Applegate
He saidas a " big guy" wearing boots, a hat and a 'Harlboro jacket."When they got

Applegate walked them several doors away to his house.
inside, Applegate took his jacket off and they observed he was wearing a
gun.

Williamson said he did notApplegate then described his role at Zimmer.
understand many of the technical things that Applegate was describing.The onlyHe said that Applegate and Phillip did most of the conversing.
thing Williamson recalled asking Applegate was biographical data such asWilliamson recalled that Applegatehis name, address and phone number.
said he was hired as a private investigator to investigate time card

Williamson recalled three specific issues thatpadding at Zimmer.
Applegate raised: 1) the manuf acture and scle of stainless steel belt
buckles; 2) the sale of hand guns; and 3) an issue regarding safety- ,

Williamson described the third issue as being a situationrelated pipe.
where pipe was delivered to the Zimmer construction site at night and
then dropped onto the ground. Applegate claimed the pipe required 100

Williamson was surepercent radiographic testing af ter being dropped.
there were other issues raised by Applegate but he could not recall

Applegate's conversations were interspersed with some of histhem. such as when he allegedly worked undercover topersonal experiences, Williamson believed that
help the Drug Enforcement Administration.He said Phillip spent a lot of time withPhillip was very meticulous. Williamson recalledApplegate and listened to him very c'arefully.
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
He said the recordings were garbled and therefore hard to

'

played. He said Applegate apparently wore the recording device as aunderstand.

'.
.
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body recorder, although Williamson believed the recorder was not designed |

;

Applegate described who was participating in each offor that purpose.
the recorded conversations and what was the subject matter of each con-

Williamson said that he and Phillip tried to listen to theversation.
recordings, but they could not understand the recordings while 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 what was being

Williamson said that intermittently they could understand some ofsaid.
the conversation but the quality was still poor.

Williamson said Applegate had some documents regarding his work which he
.

Williamson said he did not takeobtained from Major Cox, his employer. Williamson saidany notes or retain copies of any of these docunents.
he did get the documents copied and he gave these copies to Phillip.h documents copied, Applegatein order to get t eWilliamson said that, Whencalled the FBI's Covington office to ask if they would copy them.
they turned Applegate down, they thought the FBI Cincinnati office may

Williamson said he also- figured that he could thenbe able to help.
talk to Upchurch.

Williamson left Applegate's residence around 2:00 pm. He got to downtown
He then went into theCincinnati sometime between 2:30 pm and 2:45 pm.

Federal Building to see Upchurch. Upchurch recalled having talked with
Williamson said he was unable to copy Applegate's documentsApplegate.

at Upchurch's office because the FBI's xerox nachine was not working.
Williamson believed that he got a copy of an FBI letterhead memorandun
f rom Upchurch, although Williamson could not recall how Upchurch madeWilliamson said hethe copy because the xerox nachine was broken.
talked to Upchurch for about 15 or 20 minutes; this conversation was
mostly 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.

~

the documents copied at the US Attorney'sWillianson then tried to get Finally, after
office; however, their xerox mach $ne was also broken.

15 minutes of searching, Williamson found someone in the State Taxaboct By this timeAssessor's Office who allowed him to copy the documents.
it was 4:30 pm and, when Willianson returned to his car, he discoveredWilliamsonthat his car had been impounded due to a snow emergency.
said he got the car back around 5:00 pm and. returned to Applegate's

Williamson only remained in Applegate's house forresidence by 6:00 pm. Williamsonabout five or 10 minutes because Phillip was ready to leave. Williamsondid not recall Phillip's bringing any tape recordings with hin.
did not know whether Phillip had given Applegate 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
Williamson said Phillip and he talked about what NRC'stheir motel. Williamson recalledjurisdiction was on the issues Applegate raised.

.
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specifically questioninE Phillip as to whether NRC had jurisdiction over
mattere such as 1) management problems, 2) thef t of materials from the
site, or 3) weapons violations (which Williamson understood to be within
the jurisdiction of the Bureau of Alcohol, Tobacco and Firearms).
Williamson recalled Phillip's saying that this was something he had toWilliamson did notlook over in order to sort out Applegate's concerns.
recall Phillip's singling cut any issues as to which were or were not

Williamson said that after dinner, at about 8:00 pm, heNRC concerns.
qnd Phillip went their separate ways at the ' motel.

The next morning Phillip called Applegate from the motel and asked him a
Williamson said he was in the room withf ew additional questions.

Williamson said the call lasted
! Phillip during the telephone call.Williamson could not recall tha substance of
,

about 10 or 15 minutes.
the call because much of the technical aspects were foreign to him at

Williamson did recall Phillip's going through some of the
the time. Williamson said that Phillip had reviewed thedocuments with Applegate. Williamson
documents the night before and made some notes concerning them.10:00 that morning and he (Williamson), said Phillip lef t Cincinnati about

; 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 within!

NRC's jurisdiction was the issue about the piping' being dropped off the
Williamson said this conversation only lasted about two or threetruck.

minutes.

Williamson guessed that his next contact with Phillip was sometime inWilliamson said he later (in May) received|

the next two or three weeks. The newscaster
a call from a newscaster from Channel 9 in Cincinnati.
had a copy of Phillip's letter to Applegate describing the issues to bej

Williamson recalled speaking with Phillip sometime af terI ,

investigated. Williamson said he had no morebeing contacted by the newscaster.
contact with anyone regarding this investigation until the material came

Williamson said he wasout from the Government Accountability Project.
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

.2m jhe would have any input into the report.
|

_

nterview of Terry Harpster ,

IE, on detail as aTerry Harpster, Reactor Preoperations Specialist, and
Special Investigater to the Subcommittee on Energy, Environment,

8 Natural Resources, Government Operations Committee, U.S. House of3

. h,7 Representatives, was interviewed on March 6,1981, by Investigators-

p David Camble and John Sinclair, CIA.V 6
He

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

v
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He later became a proj'ect manager for particular plants
'., ....

Region III.
first for DC Cook Unit 2, then Monticello, then both Zimmer and Monticello
at the same time. Harpeter said he began his inspection activities at

He saidZimmer in October 1977 as a preoperations start-up inspector.
he was assigned to this position until he lef t kcgion III in September
1979; however, he had no real involvement with Zimmer after the Three
Mile Island (TMI) 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
daid that Tom Vandel was his counterpart as the lead construction inspector.
Vandel had inspected Zimmer prior to Harpster's arrival but there was a
period of overlap when they both worked 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 reasons for leaving
was that he saw how 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 little appreciation for the amount of resources
He said they barely met ANSI Standard 18.1 whichneeded for the plant.

is the criteria for staffing. Harpster explained that even this standard
is a loose one which has since been upgraded. Harpster said that one of
his jobs was to show the plant management that was required to get the

He said that his inspections documented a numberplant off the ground.
of problems at Zimmer. Harpster said 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 operationsAnother example
employees were onsite during the construction of Zimmer.

| the plant personnel felt that, once the partswas his impression that ~

were bought for the plant, they did not need any support from their
He also believed that many plant personnel felt acorporate offices.

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 Bethesda, particularly Irv Peltier who was
then project manager in NRR responsible, for issuing the safety evaluation

Harpster said that he presented his concerns at thatreport (SER). He recalled
meeting and the utility agreed to upgrade their program.
that the specific response was to " buy" an engineer from General Electric
to assist them.

'
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Harpster said that the overall problem was that NRC's licensing processthewas rolling nuch f aster than he could " ratchet" improvenents at
plant ecd. 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.

Harpster said he went up the Region III management chain and presented
He said he attended the ACRS meeting anyway. He recalled

his concerns.
that when licensee officials were questioned by ACRS Chairman Bender,
t' hey said several things that were not true. Harpster noted that not
only did hjt feel they were not true, but Menning 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 officials who had testified to the
ACRS (Jim Schott who was the plant manLger of Zinmer). During their

conversation, Hcrpster had Warnick read Schott's testimony to Schott
He said that Schott then agreed that the te stimony didover the phone. 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 recalledHarpster said he briefed his management on this matter.
that his Regional Director, James Keppler, sent a letter to the ACRS
informing then of the situation. Harpster understood that this letter
was later fowarded to the Atomic Safety and Licensing Board (ASLB).

Harpster explained that, af ter the ACRS meeting, he also informed PeltierHe said that Peltier later(in Mcnning's presence) of his concerns.recall Harpster's expressing his concerns toclaimed that he did not
Harpster explained that Peltier is a " pro-nuclear" " pro-licensing"him. He also explained that during a start-up of a nuclear plent, ,

employee.
NRR is 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."

i
Peltier told Harpster that he hadinformed the licensee about an IE
investigation underway on the sudject of the licensee's testimony before
the ACRS. Peltier also informed Harpster that Charles Barth (attorney with

(Chairmanthe Office of the Executive Legal Director) had called James Yore
of the ASLB Panel) and told Yore to throw away Keppler's letter describing
the discrepancies. Harpster pointed out that these latter two matters
were the subject of a recent investigation by OIA. Harpster said in

NRRthis was a situation where the system broke down:summary that
viewad IE as the " bad 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 Kepoler. Harpster also understood that the
Chairman of the licensee sent a letter to President Carter and others.
Harpster said that it was about this time that the TMI 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 assigned to this function and,
that persoa 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.
said that the licensee had minimal involvement with the construction at

everything was controlled by its contractor. He said that thisZimmer:
is a problem because, af ter the plant is built and the contractor leaves,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.
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 wrong that a plant is out of control. Harpster concluded that "Zimmer
was out of control." Harpster explained that a licensee's ability to
get money for the construction of a nuclear power plant (by, n.g. , the
sale of bonds) is based upon the percentage of completion of the plcnt.
He said that this results in a situation where the construction personnel
attempt to turn things over as completed before they are ready. Harpster

said that what then happens is that the licensee staff 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 preblems 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 thi , was that the licensee
had not ordered any spare parts. According to Harpater the time required
to obtain additional or replacement equipment is so long it causes a
major problem to licensees trying to. resupply or obtain back-up equipment.

Harpster said that sometimes plant management puts so much pressure onHe said thattheir personnel ' hat the personnel cannot get things done.
.

these personnel s en sometimes use NRC inspectors to accomplish the same
things: they feed .nspectors 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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htd defects and he was about to inherit them. Harpster explained that*
he saw,' he was nor directly f amiliar with the construction activities bu., ,,

the results - including the QA problems. Harpster said that Inspector
Fred Maura has documented much of these problems from the operations
sid e.

Harpster said that both the site construction manager, Mr. Gear (phonetic)
and the site QA manager Mr. Schweirs were friends of Vice President Borgmann.
Harpster believed that Schweirs was assigned by the licensee to ke.ep the

_ ,

plant manager (Schott) under control. Harpster said Schweirs even
called the regional office to try to get some of the IE inspection
reports changed. Harpster said Schweirs also asked him to send IE
inspection reports to him (Schweirs) so he could decide which matters
would bc 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 preeperations inspector
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 only docu-
ments a small percentage of this " helping work." Harpster said the
licensee had no people involved with preoperations and test acceptance.

, He said that everything was bought under contract so the conts actor was
. able to do Whatever it wanted. Harpster said the licensee then had no

one who knew how to handle the problems that were " built-in."
.-

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

Harpster said that sometimes 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. Earpster said there were a lot of " tough guys"
working at the plant and the situation got worse when they were drinking.

.

Harpster said that there are many allegations at any nuclear power
plant; however, usually only a certain number are true. Harpster said,

j
that one could tell that there were a large number of problems at Zimmer
because so many allegations were caming up.

Harpster said there was a lot of pressure on individuni IE inspectors
because of the momentum generated by the NRC licensing process. Harpster

said that pressure is also created on construction personnel by the
contractor'c 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
I

| phases of the construction of a $1 billion plant; so the QC inspectors
normally do what they are told.
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' " Harpster s5id that nuclect power planta employ personnel specifically

.

He said that this is ,

designated to serve as their liaison with NRC.
helpful because it overcomes the problem IE inspectors face in trying to
find their way through the great amount of paperwork at the plant.
Harpster said, however, this liaison person also " steers" the inspectors'

Harpster said that dealing with this liaison person doesactivities. through NRC's modular inspection program veryallow the inspector to get
there is no real internal audit of the NRC's -well. Harpster noted that

inspection program.

Harpster described the " helping act. vities" that an IE preoperationst

inspector engages in as a process of getting all the procedures and
.f controls in place. He said that this activity constitutes only about two .

lines da the IE procedures, but it is the largest part of a preoperations'
-

inspector's time.

Harpster estimated that the interest cost alone in holding up construction
of a nuclear power plant for one day would be several hundred thousand
dollars. He observed that, with the increased pressure on NRC to license
power plants, he would expect even more pressure to be placed on IE

He said that pressures on the licensee personnel to makeg inspectors.
' exceptions to the acceptance criteria in the preoperations tests areHe said it is difficult for an IE inspector to tell whethervery real. He?the licensee's exceptions are based on valid engineering analyses.

| said that all inspectors 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

Harpster pointed out that the licensee, becauseto approve exceptions.
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

OIA reviewed welding records 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 veld packages identifying all work on
the three alleged defective velds were reviewed. This review disclosed
that rework was being conducted at the time the IE investigative effort
was ongoing at the Zinner site; however, the rework was on one of the .

safety-related welds (RH-42) and not on welds on prefabricated pipe
(spools). Inf onnation contained in IE Report 50-350/80-09 describes IE's r

I
(K-811) andreview of records which disclosed that one weld was cut outThe IE report did not identify the date Jreplaced by a new weld (K-916).

As part of the OIA reviev the welding records for weldof the rework.
re reviewed and as a result it was discovered that an NR#E-b#d K-811

#/ 2138R$ was dated October 11, 1979, however, the date of the actual weldA

rework was January 1980. This date precedes any NRC notice of alleged,
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deficient welds at the Zimmer site but followed Applegate's employment j/
at the site and his notification and identification of the three specific
.2ExXiaro war'geuwse sewa ca,Aos>crev u) szeds4*aw Ad% Mustet 17 Ja,:w .rmscaren rpsy 74-allened defective welds to CG&E of ficials. :rd (Demoni 1# Misivat #e (B/se.).anee eo,,-

CMBW4~ /d6,/7 Add.:f Nor -nkad cost.ssdetsD rcut sattuge::. Aa7 /s4;tE' ~~ J.
/t*As /A/ 9Ms9Atreport also found that none of the three welds originally wel ednLh!CCJO a.

The I
: between July 1976 and November 1977 had received " final acceptance."
The report also indicates, however, that weld RH-52 described supra, was -

* included in a radiograph review but does not indicate that it was being
reworked or replaced. Contrary to this, during the two periods of
investigation (April 7-9 and April 30, May 1, 2), on site, Kaiser personnel
were reworking the stipulated weld to the extent that it was completely ..

cut out and replaced by a new weld. According to available weld documentation
the veld was scheduled for rework approximately 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. r4r .re /Need(fo-c9),
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